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EARNINGS EVALUATION / BRIEFING
9MFY16 Results

Share Price: RM1.60

Results = 9MFY16 gross revenue of RM383..43m (+13.3% yoy) was ::;ghﬁ:_hongleong_com_my
translated into normalised net profit of RM200.8m (+9.4% (603) 2168 1071
yoy), accounting for 77.8% and 76.8% of HLIB and
consensus forecasts, respectively. KLCI 1692.3
Deviations = None. Expected share price return -1.3%
Dividends = Proposed 3" interim dividend of 2.37 sen (3Q15: 2.13 sen); Expected dividend retum 5'9:%’
YTD dividend at 7.06 sen vs our full year DPU at 9 sen. sl A0
Highlights = Strong performance from retail (+15.7% yoy), particularly SP  gpare price
(+6.6% yoy) and Sunway Carnival (SC) (+9.4%) due to " o
higher variable rent given the festive seasons but was 13
partially offset by reconfiguration works into F&B area, which 7 }223
affected 4% of NLA at SC. 16 1800
= Higher revenue (+34.7% yoy) from all hotels (except Hotel 15 :;gg
Seberang Jaya) with higher leisure visitors and aggressive 14 1680
marketing strategy with online travel agency; partially offset 13 1640
by loss of income on the RM123m refurbishment exercise of 12 :ggg
Pyramid Hotel East (PHE), which is fully closed now. It is 1 — T WO 1520
worth noting that the newly opened Pyramid Hotel West by 0~ == = = = s
its sponsor is likely to cannibalize sales from the Sunway
Resorts Hotel going forward. I .
nformation
= Office segment (-18.8% yoy) remains challenging for both  Bjoomberg Ticker SREIT MK
lowly occupied Sunway and Sunway Putra towers. Besides, Bursa Code 5176
a non-renewal (16% of NLA) of a tenant at Menara Sunway Issued Shares (m) 2,941
reduced the revenue by RM0.9m while new tenants secured Market cap (RM m) 4,706
to assume 11% of the NLA was at a slightly lower market SMth avg. volume (000) Lt
. . h - SC Shariah-compliant No
rate. Overall office portfolio was partially mitigated by
contribution of newly-acquired Wisma Sunway. Price Performance M M 12M
= Lower rental renewals is expected for upcoming major Apsolute 39 81 53
renewals in FY17 (57% & 51% of NLA for SP & CM) as it Relative 46 42 40
involves anchor tenants with capped reversion rate and
given overall cautious operating environment. Major Shareholders
= Management guided modest DPU growth for FY16 given the Sunway Bhd 37-3:,%’
better than expected performance from its hotel operation EE.F 12'10A’
. . . im ASB 9.9%
and new income from the refurbishment and newly acquired
properties despite a loss of income from PHE. Summary Earnings Table
Risks * Income reliant on a one single asset in Sunway Pyramid. FYE Jun (RMm) 2015A 2016E 2017E 2018E
* Prolonged dampening of office market. Revenue 4535 4965 5365 5646
= Intensifying competition for assets and tenants NPI . 3408 3713 3998 4z2T
) Netinvestincome 651.0 3827 4050 4279
Forecasts = We factor in one-off court award from last quarter into other  Net profit 5414 2580 2769 2969
income resulting marginally higher DPU for FY16. EPU (sen) y 8.2 8.8 94 104
. . EPU growth (% 5.7 4.0 6.3 7.3
Rating HOLD €3, TP: RM1.58 €3 NormgPER (§<)) 194 183 170 159
= Positives: Has the largest acquisition pipeline amongst M-  FD PER (x) 194 183 170 159
REITs; strong backing from Sponsor; well-diversified across EV/EBITDA(x) 110 199 189 180
various segments with low tenant concentration; and DPU(sen) 87 90 94 101
synergy with sponsor’s townships. Disth. yield (%) 54 56 59 63
i ) _ _ ] . BVPS (RM) 1.4 1.3 1.3 1.3
= Negatives: Still heavily reliant on Bandar Sunway, which will  pjg (x) 12 12 12 12
take time to change; persistent weakness in the office HLIB
segment due to oversupply of new office space.
Valuation » Maintain HOLD recommendation with unchanged TP of
RM1.58 based on FY17 forecasted DPU.
» Targeted yield at 6.0% based on historical average yield
spread of Sunway REIT and 10-year MGS.
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Figure #1 Quarterly Results Comparison

FYE Dec (RMm) 3Q15 2Q16 3Q16 YoY (%)  QoQ (%) Comments

Rental Income 110.71 131.87 130.35 17.74 (1.15)

Retail Segment 84.92 97.45 101.75 19.82 4.41 Resilient performance from all malls with higher variable rent from
festive seasons at Sunway Pyramid and improved performance
from Putra Mall.

Hotel Segment 12.11 21.73 16.34 34.90 (24.82) Improved performance from all hotels (Sunway Resort Hotel & Spa
+46%, Pyramid Tower East -19.4%, Sunway Putra Hotel +171.4%
& Sunway Georgetown Hotel — newly acquired), except for Sunway
Hotel Seberang Jaya (-25.7%)

Office Segment 8.48 7.49 6.88 (18.88) (8.15) Due to anchor tenants moving out from Sunway Tower and Sunway
Putra Tower since 2QFY15 and non-renewal of a tenant at Menara
Sunway (16% of NLA), mitigated by Wisma Sunway contribution.

Sunway Medical 520 5.19 5.38 3.50 3.52 Higher rental reversion in accordance with Master Lease
Agreement.

Quit rent and insurance (3.62) (3.47) (2.38) (34.28) (31.48)

Property operating exp. (27.53) (34.81) (33.66) 22.26 (3.31) Higher expenses and lower base from Sunway Putra, which re-
opened in 4Q2015.

Net property Income 83.18 97.05 96.69 16.24 (0.38)

Other income 0.71 479 1.01 41.29 (79.01) Higher interest income from short term money market deposits with
financial institution.

Net investment income 83.89 101.85 97.69 16.45 (4.08)

Finance costs (17.56) (21.62) (21.60) 22.95 0.1 Higher loan drawdown to fund capex as well as the cessation of
interest capitalisation on completion of refurbishment on Putra Mall.

Normalised PBT 56.82 71.52 64.77 13.99 (9.44)

Normalised PAT 56.82 71.52 64.77 13.99 (9.44)

EPU (sen) 1.93 248 233 20.73 (6.05)

DPU (sen) 213 257 2.37 11.27 (7.78)

Company Data, HLIB
Figure #2 Cumulative Results Comparison

FYE Dec (RMm) 9MFY15 IMFY16 YoY (%) Comments

Rental Income: 338.54 383.43 13.26

Retail Segment 247.44 286.28 15.70 Increased mainly due to (1) rental reversion for major renewal in
FY16; (2) additional income derived from opening of new retail
space in Sunway Putra

Hotel Segment 46.52 58.67 26.12 Higher contribution from all hotels plus full contribution from Sunway
Georgetown Hotel, offsetting decrease in Sunway Hotel Seberang
Jaya due to competition and lower corporate client.

Office Segment 29.37 22.711 (22.68) Loss of anchor tenants from Sunway Tower and Sunway Putra
Tower since 2QFY 15 and and non-renewal of a tenant at Menara
Sunway, mitigated by Wisma Sunway contribution.

Sunway Medical 15.21 15.77 3.65 Higher rental due to rental reversion in accordance with Master
Lease Agreement.

Quit rent and insurance (7.53) (9.43) 25.18

Property operating exp. (82.11) (99.75) 21.48 Higher expenses from Sunway Putra and lower base in FY15 due to
lower assessment fee (allowance granted by DBKL).

Net property Income 256.43 283.68 10.63

Other income 2.61 10.74 311.34

Net investment income 259.04 29442 13.66

Finance costs (50.72) (64.70) 27.57 Increase in drawdown of credit facilities for the capex on acquisition
of Sunway Hotel Georgetown & Wisma Sunway and refurbishment
on Putra Mall.

Normalised PBT 183.56 200.80 9.39

Normalised PAT 183.56 200.80 9.39

EPU (sen) 6.25 6.87 9.92

DPU (sen) 6.68 7.06 5.69

Company Data
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Figure #3 1HFY16 Results vs. HLIB’s Estimates and Consensus

Actual HLIB FY16 Actual vs. Consensus Actual vs. Comments
9MFY16 HLIB (%) FY16 Consensus (%)
Revenue 3834 496.5 772 507.4 75.6 In-line
PAT 200.8 258.0 77.8 261.5 76.8 In-line
EPU (sen) 6.9 8.8 784 8.9 77.2 In-line
DPU (sen) 7.1 9.0 78.2 8.8 80.2 In-line

Company Data, HLIB, Bloomberg

Figure #4 HLIB Forecasts vs. Consensus

RMm FY17E FY18E

HLIB Consensus % HLIB Consensus %
PAT 277.0 278.2 (0.4) 296.9 300.9 (1.3)
DPU (sen) 9.4 9.4 0.2 10.1 9.8 2.8

HLIB, Bloomberg

Figure #5 Occupancy Rate
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Company Data, HLIB

Figure #6 Gross Revenue & NPI Margin
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Figure #7 Peers Comparison
Price Market Cap (m) PIE (x) P/B (x) Gross DY (%)
Company FYE
2015 2016 2015 2016 2015

Amanah Harta Tanah PNB Dec MYR 1.03 103.0 NA NA NA NA NA
Al-'Agar Healthcare REIT Dec MYR 1.52 1,106.9 16.9 16.9 1.3 1.3 5.9
AmFIRST Real Estate Investment Trust Mar MYR 0.77 525.1 19.1 191 0.6 0.6 5.2
Amanahraya Real Estate Investment Trust Dec MYR 0.90 515.9 12.9 12.9 0.8 0.8 7.8
Atrium Real Estate Investment Trust Dec MYR 1.08 1315 10.8 9.8 0.8 0.8 9.3
Axis Real Estate Investment Trust Dec MYR 1.65 1,814.7 17.9 17.9 1.3 1.3 53
CapitaMalls Malaysia Trust Dec MYR 1.44 2,920.8 16.2 15.5 1.0 1.0 6.1
Hektar Real Estate Investment Trust Dec MYR 1.51 605.0 131 12.6 1.0 1.0 7.3
IGB Real Estate Investment Trust Dec MYR 1.51 5,251.3 19.1 18.6 14 14 5.6
KLCCP Stapled Group Dec MYR 7.19 12,980.3 18.7 18.0 25 2.3 48
MRCB-Quill Real Estate Investment Trust Dec MYR 1.15 760.6 131 12.6 0.8 0.8 7.3
Pavilion Real Estate Investment Trust Dec MYR 1.68 5,073.3 19.5 17.9 1.3 1.3 52
Al-Salam Real Estate Investment Trust Mar MYR 0.98 565.5 16.5 15.0 NA NA 54
Sunway Real Estate Investment Trust Jun MYR 1.60 4,705.9 18.4 17.0 1.2 1.2 56
Tower Real Estate Investment Trust Dec MYR 1.21 3394 10.1 10.1 0.7 0.7 9.9
UOA Real Estate Investment Trust Dec MYR 1.62 685.1 14.7 14.7 1.0 1.0 6.8
YTL Hospitality REIT Jun MYR 1.06 1,403.9 13.3 15.1 0.7 0.9 5.7

Average 15.6 15.3 1.1 11 6.5

HLIB, Bloomberg
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Income Statement Cashflow
FYE Jun (RM m) 2014A 2015A 2016E 2017E 2018E  FYE Jun (RM m) 2014A 2015A 2016E  2017E  2018E
Rental Income 3186 3452 3716 4060 4218 PBT 4111 5473 2580 2769 296.9
Hotel/Hospital Master Lease 82.6 79.7 95.1 93.0 1046  Mgrfee payable in units 0.0 1.0 20 3.0 4.0
Car Park Income 15.9 17.7 19.0 26.2 26.8  Depreciation 04 0.7 0.6 0.5 05
Other Revenue 10.6 10.8 10.8 11.2 11.5  Fair value gain of assets 179.1  306.8 0.0 0.0 0.0
Gross Revenue 4278 4535 4965 5365 564.6  Finance costs 630 -708 -937 95.7 97.7
Operating Expenses -106.8 -1126 -1252 -136.7 -1419  Operating cashflow 3149 3475 17717 288.9 302.1
Net Property Income 321.0 3408 3713 3998 4227  Capex -120.6 -2684 -150.0 -50.0 -50.0
Net Investment Income 5024 651.0 3827 4050 4279 Investment & others 23 -1326 0.0 0.0 0.0
PBT 4111 5473 2580 2769 2969 Investing Cashflow -118.3  -401.0 -150.0 -50.0 -50.0
Taxation 0.0 5.9 0.0 0.0 0.0  Debtraised/ (repaid) 106.0 3925 200.0 50.0 50.0
PAT 4111 5414 2580 2769 2969  Distribution to unitholders 2441 2554 -2659 2775 2974
Number of Units 2,928.7 2,937.8 29450 29450 29450  Others 624  -720 0.0 0.0 0.0
Realised EPU 7.9 8.2 8.8 9.4 10.1  Financing cashflow -200.4 651 -659 -2275  -2474
Realised EPU Growth 5.7 4.0 6.3 7.3 7.2 Net cash flow 54.6 66.2 28.0 39.3 44.0
Gross Revenue Growth (%) 2.8 6.0 95 8.0 5.2
NPI Growth (%) 3.8 6.2 8.9 7.7 5.7
Balance Sheet Valuation Ratios
FYE Jun (RM m) 2014A 2015A 2016E 2017E 2018E  FYE Jun (RM m) 2014A 2015A 2016E 2017E  2018E
Plant & Equipment 3.0 5.3 4.7 42 3.7 EPU before mgr's fee 7.9 8.2 8.8 94 10.1
Investment Properties 55200 6,324.0 6,474.0 6,524.0 6,574.0 EPU after mgr's fee 6.1 8.2 8.8 94 10.1
Derivative 0.0 0.0 0.0 0.0 00 PER(x) 26.2 19.4 18.3 17.0 15.9
Non-current assets 5523.0 6,329.3 6,478.7 6,528.2 6,577.7  No of units 2,928.7 29378 29450 29450 29450
Trade & other receivables 16.4 20.2 214 231 243  NetDPU 8.4 8.7 9.0 94 10.1
Cash 54.6 66.2 28.0 39.3 440  NetDY (%) 5.2 5.4 5.6 59 6.3
Derivatives 12.5 14.4 14.4 14.4 144  NTA/ share (sen) 1259 1356 1349 134.9 134.9
Total assets 5,606.5 6,430.0 6,542.4 6,605.0 6,660.5 P/NTA (x) 1.3 1.2 1.2 1.2 1.2
Unitholders’ capital 2,702.8 2,716.5 2,716.5 27165 2,716.5  FCF/share (sen) 216 233 134 19.2 204
Undistributed profit 9853 1,265.8 1,257.9 1,257.3 1,256.8  FCF yield (%) 135 14.5 8.4 12.0 12.7
Total Equity 3,688.1 3,9823 39743 39737 3,973.2  Enterprise value 6,3734 6,776.2 7,0260 7,0647 7,109.9
Long term liabilities 60.3 75.6 75.6 75.6 756  EV/EBITDA (x) 13.4 11.0 19.9 18.9 18.0
Long term borrowings 1,000.0 1,3786 1,578.6 1,628.6 1,6786  ROE (%) 1.1 13.6 6.5 7.0 75
Short term borrowings 7420 7634 7634 7634 7634  Netgearing (x) 0.3 0.3 0.4 0.4 0.4
Trade & other payables 116.1 2228 1432 1563 1623  BVPS (RM) 1.3 14 1.3 1.3 1.3
Total liabilities 19184 2,440.3 2560.7 2,623.8 2,679.8 P/B(x) 1.3 1.2 1.2 1.2 1.2
Total Liabilities & Equities 5,606.5 6,422.6 6,535.0 6,597.6 6,653.1
Assumption metrics

2016E 2017E 2018E  FYE Jun (RMm) 3Q15 2Q16 3Q16 YoY (%) QoQ (%)
Rental income Rental Income 110.7 1319 1303 17.7 -1.2
Sunway Pyramid Shopping Mall 2744 2945 3058 Retail Segment 84.9 975 1018 19.8 44
Sunway Carnival Shopping Mall 43.8 459 48.2 Hotel Segment 12.1 217 16.3 34.9 -24.8
SunCity Ipoh Hypermarket 5.0 5.2 55 Office Segement 8.5 75 6.9 -18.9 -8.1
Sunway Putra Mall 37.9 50.5 52.0 Sunway Medical 5.2 5.2 54 35 35
Menara Sunway 16.7 17.2 17.7  Assessment -3.6 -35 24 -34.3 -31.5
Sunway Tower 41 71 7.1 Operating expenses 2715 348 337 22.3 -3.3
Sunway Putra Tower 3.8 52 5.3 Net property Income 83.2 971 96.7 16.2 04
Wisma Sunway Shah Alam 49 6.7 6.9  Otherincome 0.7 48 1.0 41.3 -79.0
Hotel master lease income Net invest income 839 1018 97.7 16.5 -4.1
Sunway Resort Hotel & Spa 39.6 38.2 36.8  Finance costs 176 216 -216 23.0 0.1
Pyramid Tower Hotel 15.4 5.7 172 Normalised PBT 56.8 7.5 64.8 14.0 94
Sunway Hotel Seberang Jaya 4.1 45 4.7  Normalised PAT 56.8 7.5 64.8 14.0 94
Sunway Putra Hotel 8.5 16.2 16.7  EPU (sen) 1.9 25 2.3 20.7 6.0
Sunway Hotel Georgetown 6.5 6.7 6.9 DPU (sen) 21 2.6 24 11.3 -7.8
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Disclaimer

The information contained in this report is based on data obtained from sources believed to be
reliable. However, the data and/or sources have not been independently verified and as such,
no representation, express or implied, are made as to the accuracy, adequacy, completeness or
reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and
associates nor person connected to it accept any liability whatsoever for any direct, indirect or
consequential losses (including loss of profits) or damages that may arise from the use or
reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Hong Leong Investment Bank Berhad has no obligation to update its
opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this
report and seek independent financial, legal or other advice regarding the appropriateness of
investing in any securites or the investment strategies discussed or recommended in this report.
Nothing in this report constitutes investment, legal, accounting or tax advice or a representation
that any investment or strategy is suitable or appropriate to your individual circumstances or
otherwise represent a personal recommndation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of
any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors,
connected parties and/or employeees may, from time to time, own, have positions or be
materially interested in any securities mentioned herein or any securites related thereto, and
may further act as market maker or have assumed underwriting commitment or deal with such
securities and provide advisory, investment or other services for or do business with any
companies or entities mentioned in this report. In reviewing the report, investors should be
aware that any or all of the foregoing among other things, may give rise to real or potential
conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your
information and is made strictly on the basis that it will remain confidential. All materials
presented in this report, unless specifically indicated otherwise, is under copyright to Hong
Leong Investment Bank Berhad. This research report and its contents may not be reproduced,
stored in a retrieval system, redistributed, transmitted or passed on, direclty or indirectly, to any
person or published in whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong
Investment Bank Berhad takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank
Berhad own website material) are provided solely for your convenience. The information and the
content of the linked site do not in any way form part of this report. Accessing such website or
following such link through the report or Hong Leong Investment Bank Berhad website shall be
at your own risk.
Published & Printed by
1. As of 28 April 2016, Hong Leong Investment Bank Berhad has proprietary interest in the Hong Leong Investment Bank
following securities covered in this report: Berhad (10209-W)
@) -. Level 23, Menara HLA
No. 3, Jalan Kia Peng
50450 Kuala Lumpur
Tel 603 2168 1168 / 603 2710 1168
Fax 603 2161 3880

2. As of 28 April 2016, the analyst, Sia Ket Ee who prepared this report, has interest in the
following securities covered in this report:
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Equity rating definitions

BUY Positive recommendation of stock under coverage. Expected absolute return of more than +10% over 12-months, with low risk of sustained downside.
TRADING BUY Positive recommendation of stock not under coverage. Expected absolute return of more than +10% over 6-months. Situational or arbitrage trading opportunity.
HOLD Neutral recommendation of stock under coverage. Expected absolute return between -10% and +10% over 12-months, with low risk of sustained downside.
TRADING SELL Negative recommendation of stock not under coverage. Expected absolute retum of less than -10% over 6-months. Situational or arbitrage trading opportunity.
SELL Negative recommendation of stock under coverage. High risk of negative absolute return of more than -10% over 12-months.

NOT RATED No research coverage, and report is intended purely for informational purposes.

Industry rating definitions

OVERWEIGHT The sector, based on weighted market capitalization, is expected to have absolute return of more than +5% over 12-months.
NEUTRAL The sector, based on weighted market capitalization, is expected to have absolute return between -5% and +5% over 12-months.
UNDERWEIGHT  The sector, based on weighted market capitalization, is expected to have absolute return of less than —5% over 12-months.
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