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Free Float 37.3%
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Sunway REIT

Earnings boost from new assets

SunREIT’s 1Q25 results were in line with expectations, at 26% and 25% of our and
consensus full-year estimates, respectively. 1Q25 core net profit grew by 20% YoY and
4% QoQ, driven by the completion of asset acquisitions in FY24. We anticipate 2Q25
earnings to be marginally weaker owing to the absence of festive-driven spending, but
this could be partly offset by the early completion of Sunway Carnival Mall AEI and an
improvement in its hotel segment. We maintain our Buy call and DDM-based TP of
RM2.11 per share, underpinned by upside potential and dividend yields of 5.7-6.1%
over FY25-27F.

Financial highlights

FYE Dec 2023 2024 2025F 2026F 2027F
Revenue (RM mil) 715.7 767.1 846.5 876.6 899.9
Net Property Income 530.8 569.7 646.0 670.2 687.2
Realised Net profit (RM mil) 328.9 343.8 383.8 402.5 412.0
EPU (sen) 9.6 10.1 11.2 11.8 12.0
EPU Growth (%) 0.1% 5.6% 10.5% 4.9% 2.4%
DPU (sen) 9.3 10.0 10.8 11.3 11.6
PE (x) 19.1 18.0 16.3 15.6 15.2
Div yield (%) 5.1 55 5.7 5.9 6.1
ROE (%) 6.5% 9.9% 7.6% 7.9% 8.0%
Gearing (%) 38.1% 41.3% 42.1% 42.6% 43.5%

Source: Company, CIMB Securities

1Q25 CNP grew 20.2% YoY; in line with expectations

Sunway REIT (SunREIT) reported a core net profit (CNP) of RM98.5m (+20.2% YoY, +4.0%
QoQ) for 1QFY25, which is in line with expectations at 26% and 25% of our and consensus
full-year forecasts, respectively. No distribution was declared in 1Q25 given SunREIT’s half-
yearly payout. We attribute the stronger performance to the reopening of Sunway Pyramid
Mall’'s Oasis precinct in Nov 2024, as well as contribution from new assets (i.e., Giant
hypermarkets from 30 Apr 2024, Sunway 163 Mall from 9 Oct 2024, and Sunway Kluang
Mall from 30 Dec 2024), which together contributed 16.5% to the REIT's 1Q25 NPI.
Excluding the impact from new acquisitions in 1Q25, SunREIT’s net property income (NPI)
grew 12.2% YoY and 10.2% QoQ. However, the strong performance in the retail segment
was partly offset by softness in the hotel segment, with the occupancy rate falling 5
percentage points (pp) YoY and 10 pp QoQ to 55%. Additionally, demand for meetings,
incentives, conferences, and exhibitions (MICE) softened in 1Q25 amid the Ramadan fasting
month in Mar 2025. However, we gather that the segment’s performance is expected to
improve QoQ, with SUnREIT reporting an uptick in room bookings.

Disposal of Sunway University and College could lower gearing to 40%

In 1Q25, SunREIT’s borrowing costs grew 13.0% YoY, attributable to a higher average
interest rate of 3.92% (1Q24: 3.85%) and increased borrowings. Consequently, its gearing
level rose to 41.8% (1Q24: 40.1%). On 2 May 2025, SunREIT announced the disposal of
Sunway University and College to Sunway College (KL) Sdn Bhd for RM613m (4.6% above
the asset’s market value). As at FY24, the asset accounted for 5.6% of Sunway REIT’s
portfolio value and contributed 6.8% to its NPI. Targeted for completion in 2H25, the disposal
is an opportunistic move to unlock asset value and is expected to generate a total gain of
RM41m. Proceeds will be utilised for yield-accretive investments, asset enhancement
initiatives (AEI), or debt repayment, which could lower gearing to 40%.

Maintain Buy and DDM-based TP of RM2.11 per share

Sunway REIT’s earnings are expected to weaken QoQ owing to the absence of festive-driven
spending. However, this could be partially mitigated by (1) the early completion of Phase 2
of the AEI at Sunway Carnival Mall, now slated for May 2025 (two months earlier than
originally scheduled), and (2) an improvement in its hotel segment following the end of the
fasting period. We maintain our Buy call and DDM-based target price (TP) of RM2.11.
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Sunway REIT

Sunway REIT's 12-month forward distribution yield spread over the 10-year Malaysian
Government Securities (MGS) stands at 2.4%, above its 10-year historical average of 2.0%.
Key risks to our call include lower-than-expected rental reversion, lower-than-expected
occupancy rates, and higher-than-anticipated operating expenses.

Exhibit 1: Results comparison

1Q 1Q yoy % 4Q qogq % Prev.
FYE Dec (RMm) FY25 FY24 chg FY24  chg FY25F
Revenue 218.9 178.6 22.6 220.9 (0.9) 8465
Operating costs (74.2) (59.2) 25.1 (79.2) (6.5) (342.6)
EBITDA 144.8 119.4 21.3 141.7 2.2 503.9
EBITDA margin (%) 66.2 66.8 (1.0 64.1 31 59.5
Depn & amort. (1.0 (1.0 1.8 (1.0 (1.9 (3.9
EBIT 143.8 118.4 215 140.6 22 5740
Interest expense (42.5) (37.6) 13.0 (45.5) (6.5) (177.1)
Interest & invt inc 3.0 6.3 (51.8) 3.2 (4.6) 13.0
Pretax profit 104.3 87.0 19.9 206.5 (49.5) 409.9
Net profit 104.3 87.0 19.9 203.6  (48.8) 409.9
Core net profit 98.5 82.0 20.2 94.7 40 383.8

Source: COMPANY REPORTS, CIMB SECURITIES, BLOOMERG

Exhibit 2: SunREIT’s 12-month forward dividend yield spread vs. 10-year MGS
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Income Statement

FYE Dec (RMm)

Gross rental income
Property operating expenses
Net property income
Non-property expenses
PBITDA

PBIT

Interest expense
Exceptional item

PBT

Tax

Distributable Income
Core Net Profit

Balance Sheet

FYE Dec (RMm)

Investment Properties

Trade and other receivables
Cash and cash equivalents
Inventories

Total Assets

Payables and accruals
Short-term Borrowings

Long-term Borrowings

Payables and accruals

Unit holder's capital

Undistributed income to Reserves
Total unit holder's fund

Total liabilities and shareholder's fund

Cash flow Statement

FYE Dec (RMm)
Pretax profit

Working Capital
Others

Operating cash flows
Acquisitions
Enhancement exp.
Others

Investing cash flows
Issue of shares
Dividend paid
Borrowings

Others

Financing cash flow
Net inflows/(outflows)
Change in receivables
Change in payables
Source: Bloomberg, CIMB Securities

CIMB Securities Sdn Bhd

2023
715.7
(184.9)
530.8
(48.0)
4725
468.6
(138.9)
(10.6)
339.6
(1.4)
328.9
328.9

2023
8,990.1
19.4
425.3
0.0
9,538.6
270.1
1,637.0
2,000.0
270.1
3,433.9
1,742.5
5,176.4
9,538.6

2023
339.6
98.9

nm
4456
(62.1)
(200.1)
nm

135.4
3,070.0
(329.5)
7615
(3,889.1)
(406.9)
174.1
63.6
35.3

2024
767.1
(197.4)
569.7
(52.0)
684.2
680.2
(166.6)
166.1
526.7
(2.9)
524.8
3438

2024
10,472.1
23.8
289.8
0.0
10,802.6
327.3
1,736.7
2,730.0
327.3
3,433.9
1,938.4
5,372.3
10,802.6

2024
526.7
17.0

nm
5438
(900.0)
(309.8)
nm
(1,209.8)
6,320.0
(330)
(5,300)
(160)
530
(136)
67.4
57.2

2025F
846.5
(200.4)
646.0
(56.4)
577.9
574.0
(177.1)
0.0
409.9
0.0
383.8
383.8

2025F
10,704.6
44.9
48.4

0.0
10,840.0
265.8
1,736.7
2,830.0
265.8
3,433.9
1,951.8
5,385.7
10,840.1

2025F
409.9
(107.7)
nm
467.0
0.0
(236.5)
nm
(223.5)
0.0
(370.4)
100.0
(177.1)
(484.9)
(241.4)
(46.2)
(61.5)

2026F
876.6
(206.4)
670.2
(57.6)
600.5
596.5
(181.0)
0.0
4285
0.0
4025
4025

2026F
10,793.2
44.3
87.3

0.0
10,966.6
278.3
1,736.7
2,930.0
278.3
3,433.9
1,965.9
5,399.8
10,966.7

2026F
4285
13.4
nm
610.9
0.0
(92.5)
nm
(79.5)
0.0
(388.4)
100.0
(181.0)
(492.5)
38.9
0.8
12.5

2027F
899.9
(212.6)
687.2
(59.0)
615.8
611.9
(186.9)
0.0
438.0
0.0
412.0
412.0

2027F
10,881.8
42.2
230.6
0.0
11,197.6
294.7
1,736.7
3,130.0
294.7
3,433.9
1,980.4
5,414.2
11,197.5

2027F
438.0
17.3
nm
630.4
0.0
(92.5)
nm
(79.5)
0.0
(397.6)
200.0
(186.9)
(407.6)
143.3
0.9
16.4
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DISCLAIMER

The content of this report (including the views, opinions and recommendations expressed and the information contained in this report)
has been prepared by and belongs to CIMB Securities Sdn Bhd (formerly known as KAF Equities Sdn Bhd) (“CIMB Securities”).

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

By accepting this report, you represent and warrant that you are entitled to receive this report in accordance with the restrictions set forth
below and agree to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation
of law. This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied,
photocopied, duplicated, stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any
other person, in whole or in part, without the prior written consent of CIMB Securities.

This report is general in nature and has been prepared for information purposes only and does not have regard to the specific investment
objectives, financial situation and particular needs of any specific person who may receive this report. CIMB Securities does not act as a
financial adviser, consultant, or fiduciary to you or any of your agents with respect to any information provided in this report.

The information, views, opinions or recommendations in this report are not and should not be construed or considered as an
offer, or solicitation to buy or sell, or an invitation to subscribe for, the securities of the company(ies), related investments or
other financial instruments or any derivative instrument, or any rights pertaining thereto.

You are advised to make your own independent evaluation of the information contained in this report, consider your own
individual investment objectives, financial situation and particular needs and consult your own professional and financial advisers as to
the legal, business, financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies)
covered in this report. The securities of the company(ies) may not be eligible for subscription or sale in all jurisdictions or to all categories
of investors.

CIMB Securities may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or
change the periodicity of reports at any time. CIMB Securities has no obligation to update this report to include any omission or in the
event of a change (whether material or not) to the information contained in this report.

This report does not purport to contain all the information that a prospective investor may require. CIMB Securities has no, and will not
accept any obligation to (i) check or ensure that the contents of this report are current, reliable or relevant; or (ii) ensure that the contents
of this report constitute all the information a prospective investor may require. CIMB and its affiliates, related and associate corporations
do not make any guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability or
fairness of any views, opinions, recommendations and information contained in this report. Accordingly, CIMB Securities and its affiliates,
related and associate corporations (and their respective directors, connected persons, officers and/or employees) shall not be liable in
any manner whatsoever for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including lost income or profits and opportunity costs) in connection with any reliance thereon or usage
of this report. In particular, CIMB Securities disclaims all responsibility and liability for the views, opinions and recommendations set out
in this report.

Unless otherwise specified, this report is based upon sources or data which the analyst(s) considered to be reasonable, correct and
reliable at the time of issue of this report. Such sources or data will, unless otherwise specified, for market data, be market data and
prices available from the market, information aggregation service providers or stock exchange where the relevant security is listed, or,
where appropriate, any other commonly accepted sources. Information on the accounts and business of company(ies) will generally be
based on published statements of the company(ies), information disseminated by regulatory information services, other publicly available
information and information resulting from his/her research.

Whilst the analyst(s) have made every effort to ensure that statements of facts made in this report are accurate, all estimates, projections,
forecasts, expressions of opinion and other subjective judgments contained in this report are based on assumptions considered by the
analyst(s) to be reasonable as of the date of the document in which they are contained and must not be construed as a representation
that the matters referred to therein will occur. Past performance is not a reliable indicator of future performance. The value of investments
may go down as well as up and those investing may, depending on the investments in question, lose more than the initial investment.

This report may contain information obtained from third party content providers. Reproduction and distribution of third party contents in
any form is prohibited except with the prior written consent of the related third party content provider.

Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings,
and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the
use of such contents. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of
merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or
profits and opportunity costs) in connection with any use of their contents.

CIMB Securities and its affiliates, related and associate corporations (and their respective directors, connected persons, officers and/or
employees) may own or have positions in securities of the company(ies) covered in this report or any securities related to it, and may
from time to time add to or dispose of, or may be materially interested in, any such securities. Further, CIMB Securities and its affiliates,
related and associate corporations do and seek to do business with the company(ies) covered in this report and may from time to time
act as market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them
from clients (for its own account or the account of its clients) and may also perform or seek to perform significant investment banking,
advisory, underwriting or placement services for or relating to such company(ies) as well as solicit investment, advisory or other services
from any company(ies) mentioned in this report. In such capacities, CIMB Securities and its affiliates, related and associate corporations
may engage in transactions in a manner inconsistent with any views, opinions and recommendations expressed in this report.
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In reviewing this report, you should be aware that any or all of the foregoing, among other things, may give rise to actual or potential
conflicts of interest. Subject to the duties of confidentiality, additional information may be available, on request, at our sole discretion.

RATING GUIDE

Stock Rating Definition

Buy The stock’s total return is expected to exceed 10% over the next twelve (12) months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next twelve (12) months.

Reduce The stock’s total return is expected to fall below 0% or more over the next twelve (12) months.
Note: The total expected return of a stock is defined as the sum of:
(a) the percentage difference between the target price and the current price; and
(b) the forward net dividend yields of the stock. Stock price targets have an investment horizon of twelve (12) months.

Sector Rating Definition

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute
recommendation.

Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute
recommendation.

Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute
recommendation.

DISCLOSURE OF CONFLICTS OF INTEREST

Disclosure by CIMB Securities
CIMB Securities hereby declares that:

(@) CIMB Securities, CIMB Investment Bank Berhad and/or CIMB Bank Berhad has/have proprietary positions in the following
securities of the company(ies) mentioned in this report:
Nil

(b) CIMB Securities (only in respect of its Equities Research Department) received material benefit in relation to the production of
this report for the following companies mentioned in this report:
Nil

Disclosure by Analyst(s)
The analyst(s) who prepared this report declares that:

(@) He/she received material benefit in relation to the production of this report for the following companies mentioned in this report:
Nil

(b) He/she has/have an interest in the securities in the following company(ies) recommended in this report:
Nil

(c) He/she serves as a director or board member of the following company(ies) mentioned in this report:
Nil

The analyst(s) responsible for the production of this report certifies that the views, opinions and recommendations expressed herein
accurately and exclusively reflect his/her personal views, opinions and recommendations about any and all of the company(ies) or
securities analysed in this report and were prepared independently and autonomously.

No part of the compensation of the analyst(s) was, is or will be directly or indirectly related to the inclusion of specific opinions, views or
recommendations in this report. CIMB Securities prohibits the analyst(s) who prepared this report from receiving any compensation,
incentive or bonus based on specific investment banking transactions or for providing a specific view, opinion or recommendation of a
particular company(ies). Information barriers and other arrangements may be established, where necessary, to prevent conflicts of
interests arising. However, the analyst(s) may receive compensation that is based on his/her coverage of company(ies) in the
performance of his/her duties or the correlation between his/her views, opinions or recommendations and the performance of the
securities of the company(ies) and may also participate in the businesses as described above.

This report is distributed or disseminated in Malaysia by CIMB Securities for the benefit of and for the use of the clients of CIMB Securities,
CIMB Investment Bank Berhad and CIMB Bank Berhad. This report is also distributed or disseminated in any specific geographical area
or jurisdiction by the affiliates or related corporations of CIMB Securities who are licensed in such jurisdictions, or any third party business
partner pursuant to an arrangement between CIMB Securities and such third party business partner.

Recipients of this report are to contact CIMB Securities at Level 14, Chulan Tower, No. 3, Jalan Conlay, 50450 Kuala Lumpur in respect

of any matters arising from or in connection with this report. CIMB Securities has no obligation to update or revise the information in or
the contents of this report after the date of this report.
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