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Fresh Assets in the Retail Segment
By Chris Tong | christong@kenanga.com.my

SUNREIT’s FY24 results were below expectations on Sunway
Pyramid’s lower-than-expected operating margins in the year, likely
due to the opening of the new Oasis Wing. Its core net profit grew by
7% YoY, mainly driven by newly acquired retail assets and stronger
performance from Sunway Pyramid and Sunway Carnival post
refurbishments. Though we lowered our FY25F earnings by 8%, we
raised our TP from RM2.01 to RM2.07 (+3%) as we rolled over our
valuation base year to FY26. Reiterate our OUTPERFORM call.

SUNREIT’s FY24 full-year core net profit came in at RM351.3m, meeting
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the full-year consensus estimate at 100% but missed our full-year forecast o ¢ o @ @ @ @ @ o & P 5
by 7%. The difference was mainly due to a slightly lower-than-expected
operating margin for Sunway Pyramid mall in the year. An estimated after- KLCI 1,553.63
tax distribution of 4.9 sen was announced in the quarter, bringing the total YTD KLCI chg -5.4%
NDPU to 9.2 sen, within our forecast of 9.1 sen. YTD stock price chg e
YoY, SUNREIT's FY24 revenue and net profit both increased by 7%, Stock Information
mainly driven by the inclusion of rental income from newly acquired assets Shariah Compliant No
such as six new hypermarkets in April 2024, and Sunway 163 mall in Bloomberg Ticker SREIT MK EQUITY
October 2024. This was further bolstered by stronger performance from Market Cap (RM m) 6,404.4
Sunway Pyramid and Sunway Carnival post refurbishments. Shares Outstanding 3,424.8
52-week range (H) 1.92
QoQ, both revenue and net profit surged by 15%, largely attributable to the = 52-week range (L) 1.49
newly acquired Sunway 163 mall and higher rental income from Sunway 3-mth avg. daily vol. 1,400,594
Pyramid new wing — the OASIS. Free Float 50%
Outlook. SUNREIT is set to fully recognise income from multiple new Beta 0.4
assets in FY25, being the six new hypermarkets, Sunway 163 mall and Major Shareholders
Sunway Klgang mall. We gathered that Sunway Pyramid’s new wing — the Sunway Bhd 20.9%
OASIS which accounts for 11% of its NLA, has transformed into a lively Employees Provident Fund 16.2%
and vibrant shopping space that is now attracting 40% higher footfalls. In "~ kympulan Wang Persaraan 5.9%
addition, the progressive refurbishment works in Sunway Carnival that will
be completed by mid FY25 will bring in even more offerings in the mall in ~ Summary Earnings Table
Seberang Jaya and further boost SUNREIT's earnings. We remain EY Dec (RM m) 2024A 2025F 2026F
confident that its hotel segment will continue to see revenue growth Turnover 767.1 877.4 914.2
following government’s higher budget allocation in promoting tourism. EBIT 569.7 665.6 695.3
Downside risk remains to be the upcoming subsidy rationalisation in FY25. ~ PBT 527.7 422.9 438.8
. Net Profit (NP) 524.8 420.6 436.4
Forecasts. Following latest progresses and model updates, we lowered Core Net Profit 351 4 410.6 426.4
our FY25F earnings by 8%. This is inclusive of earnings from the group’s  consensus (NP) 350.0 394.7 416.7
recent acquisition of the AEON mall in Manjung, Perak which is set to  Egrnings Revision (%) - 8.3 NEW
contribute RM9m NPI annually. We also introduced new FY26F numbers. Core EPS (sen) 10.3 12.0 12.4
Valuations. Raised TP from RM2.01 to RM2.07 (+3%) as we rolled over g(I)DrSLIJEI(:;SeSrth ) 182 ii’g 132
our valuation base year to FY26F while maintaining our OUTPERFORM NDPU (sen) 9:2 10:8 11:4
call. The basis of our TP remains unchanged at a target yield of 5.25% BVPS (RM) 157 157 158
(derived from a 1.5% yield spread above our 10-year MGS assumption of  ~,e PER x) 18.2 15.6 15.0
3.75%), The relatively lower yield spread against what we applied to itS  pyice/BV (x) 1.2 1.2 1.2
peers is to reflect SUNWAY’s diversified asset portfolio in key urban — Net Asset Gearing (x) 0.39 0.43 0.43
regions. We reckon that the group’s brand equity also benefits greatly from  Net Div. Yield (%) 4.9 5.8 6.1

its affiliation to the Sunway conglomerate. There is no adjustment to our
TP based on ESG given a 3-star rating as appraised by us (see Page 4).

Risks to our call include: (i) higher-than-expected bond yield, and (ii)
lower-than-expected occupancy rates.
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Results Highlights

4Q 3Q QoQ 4Q YoY 12M 12M YoY
FYE Dec (RM m) FY24 FY24 Chg FY23 Chg FY24 FY23 Chg
Rental and lease income 215.8 186.1 15.9% 186.6 15.6% 746.5 700.4 6.6%
Other operating income 5.1 6.0 -16.0% 3.9 30.9% 20.6 15.3 34.8%
Gross Revenue 220.9 192.1 14.9% 190.5 15.9% 767.1 715.7 7.2%
Property Operating Expenses -55.3 -47.8 15.6% -54.9 0.8% -197.4 -188.8 4.6%
Net Property Income 165.6 144.3 14.7% 135.7 22.0% 569.7 526.9 8.1%
Investment Income 100.4 1.6 N.M 55 N.M 176.6 -0.3 N.M
Other Non-operating Expenses -14.0 -13.3 5.6% -12.6 10.7% -52.0 -48.0 8.2%
Finance Cost -455 -43.5 4.4% -38.6 17.9% -166.6 -138.9 19.9%
Profit Before Tax 206.5 89.1 131.6% 78.9 161.6% 527.7 339.6 55.4%
Taxation -2.9 0.0 N.M -1.4 112.5% 2.9 1.4 112.5%
Minority Interest 0.0 0.0 N.M 0.0 N.M. 0.0 0.0 N.M
Net Profit 203.6 89.1 128.3% 77.6 162.4% 524.8 338.2 55.2%
Distributable Income 2275 132.8 71.3% 203.6 11.8% 689.0 669.7 2.9%
Core Net Profit 102.1 89.1 14.6% 83.2 22.8% 351.4 328.9 6.8%
Core Earnings Per Unit (sen) 2.76 261 5.7% 214 29.0% 10.04 9.32 7.8%
Gross Distribution Per Unit (sen) 5.34 0.00 4.68 10.00 9.30
Key Operating Metrics:
Net property income margin 75.0% 75.1% 71.2% 74.3% 73.6%
Pretax margin 93.5% 46.4% 41.4% 68.8% 47.4%
Source: Company, Kenanga Research
Segmental Breakdown

4Q 3Q QoQ 4Q YoY 12M 12M YoY
FYE Dec (RM m) FY24 FY24 Chg FY23 Chg FY24 FY23 Chg
Retail 149.0 130.6 14.1% 123.9 20.2% 529.6 472.9 12.0%
Hotel 27.9 29.2 -4.7% 23.3 19.8% 95.5 87.1 9.6%
Office 20.5 20.5 0.2% 21.0 -2.3% 83.1 82.6 0.6%
Services 19.9 9.6 108.1% 20.6 -3.1% 48.7 66.3 -26.6%
Industrial & Others 35 2.3 53.6% 1.7 104.9% 10.3 6.8 51.4%
Total Revenue 220.9 192.1 14.9% 190.5 15.9% 767.1 715.7 7.2%
Retail 103.5 91.8 12.8% 79.6 30.1% 368.4 320.8 14.8%
Hotel 26.8 28.1 -4.7% 21.4 25.0% 91.5 82.4 11.1%
Office 12.4 12.9 -4.4% 13.0 -4.7% 52.2 52.2 0.0%
Services 19.9 9.6 108.0% 20.6 -3.2% 48.7 66.3 -26.6%
Industrial & Others 2.9 1.9 53.3% 1.1 164.0% 8.9 5.3 69.3%
Net property income 165.6 144.3 14.7% 135.7 22.0% 569.7 526.9 8.1%

Source: Company, Kenanga Research
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Peer Table Comparison

Core EPS PER (x) - Core PBV
Last Price Market Cap Shariah Current (sen) e EP o Earnings (x)

L) i) CemliEd R 1. 2-vr. 1-vr. 2:Yr. 1Yr.  2-vr. 1-Yr.,
Fwd. Fwd. Fwd.

Rating

Stocks Under Coverage

AXIS REIT MP 1.80 1.86 3.3% 3,618.9 Y 12/2025 10.4 10.6 28.1% 2.0% 17.3 17.0 11 6.3% 9.6 5.3%
CAPITALAND MALAYSIA TRUST OoP 0.680 0.770 13.2% 1,958.4 N 12/2025 .4 5.5 13.1% 6.9% 13.3 12.5 0.7 5.1% 4.7 6.9%
IGB REIT MP 2.16 2.20 1.9% 7,815.8 N 12/2025 11.7 12.3 14.6% 4.7% 18.4 17.6 2.0 10.0% 11.0 5.1%
KLCCP STAPLED GROUP MP 8.18 8.33 1.8% 14,767.6 Y 12/2024 44.7 46.3 13.6% 3.7% 18.3 7.7 Ll 5.2% 42.5 5.2%
PAVILION REIT OoP 151 1.63 7.9% 5,527.6 N 12/2024 9.3 9.8 19.6% 16.5% 16.2 15.3 12 6.9% 8.7 5.8%
SUNWAY REIT OoP 1.87 2.01 7.5% 6,404.4 N 12/2024 12.0 12.5 16.8% 3.8% 17.0 14.3 12 7.2% 10.8 5.8%
SECTOR AGGREGATE 40,092.7 16.4% 5.8% 17.4 16.1 12 6.8% 5.7%

Source: Kenanga Research
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Stock ESG Ratings:

T

Earnings Sustainability & * * * *
Quality
Z Community Investment L S S ¢
% Workers Safety & Wellbeing * * *
E Corporate Governance * * * *
O  Anti-Corruption Policy * * *
Emissions Management * * *
Effluent/Waste Management * * *
O Water Management * * *
% Energy Efficiency *x kX %
i Green Buildings *x ok K # denotes half-star
% Tenant Management * * * * -10% discount to TP
: ** -5% discount to TP
Supply Chain Management * * * *%% TP unchanged
* * * * % k% +5% premium to TP
OVERALL *kkk*x +10% premium to TP
Stock Ratings are defined as follows:
Stock Recommendations
OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%
Sector Recommendations***
OVERWEIGHT : A particular sector’s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment
Bank Berhad being a full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider
with respect to a security that may also fall under its research coverage.
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