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Investment Highlights

® \We maintain BUY on Sunway with a higher fair value of

RM2.03/share (vs. RM1.93/share previously) based on SOP
valuations, which also reflects a 3% premium for our 4-star ESG
rating (Exhibits 5 & 6). We raise our FY21-22F net profit by 18%—
16% to RM646mil and RM731mil respectively to reflect the
recovery in all segments while introducing FY23F net earnings
with a growth of 8% to RM788mil.

Sunway’s FY20 core net profit (CNP) of RM338.4mil (excluding
impairment for inventories, PPE and other one-off items of
RM21.2mil) came in 14% above our forecast but 16% below
consensus estimates. The variance against our forecast stems
from better-than-expected contributions from both the property
development and construction divisions. Its FY20 CNP plunged
51% YoY mainly dragged by property investment, the only loss-
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YE to Jun FY20 FY21F FY22F  FY23F
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FD Core EPS (sen) 6.9 13.2 14.9 16.1
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making division, as businesses halted during the movement
control order (MCO). The group’s FY20 dividend of 1.50
sen/share (-84% YoY), translates to a payout ratio of 22%.

For FY20, the property development division posted revenue
and PBT of RM495mil (-9% YoY) and RM297mil (+21% YoY)
respectively. The higher PBT was due to profit recognition from
Singapore and China development projects and proceeds on
land disposal amounting to RM7.7mil. Sunway reported FY20
new sales of RM1.3bil (vs. RM1.6bil YoY) while unbilled sales
stood at RM2.4bil as of 31 Dec 2020 (vs. RM2.7bil YoY). For
FY21, the group has set a sales target of RM1.6bil and lined up
launches with a combined GDV of RM2.8bil (vs. RM1.9bil YoY).

The property investment division registered revenue of
RM334mil (-58% YoY) and LBT of RM31mil (vs. PBT of RM336mil
YoY) as there were lower visitor arrivals and shorter operational
days, particularly in leisure and hospitality and hence badly hit
the overall segment’s performance.

The construction division recorded revenue and PBT of
RM990mil (-22% YoY) and RM105mil (-35% %YoY). The drag
came from its 2QFY20 as construction activities were halted
during the MCO while fixed overheads continued to incur.

The healthcare division reported revenue and PBT of RM620mil
(+6% YoY) and RM17mil (-72% YoY) on the sharp declines of
admissions and outpatient treatments during 1H20. However,
improved 2H20 patient rates contributed higher revenue.

We believe the outlook for Sunway remains positive premised
on its: (i) stronger unbilled sales of RM2.4bil; (ii) a robust
outstanding order book of RM5.1bil; and (iii) expansion plan in
its healthcare business. The stock offers a 19% upside from its
last traded price.
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EXHIBIT 1: EARNINGS SUMMARY

YE to Dec (RM mil) 4QFY19  1QFY20 2QFY20 3QFY20 4QFY20 QoQ% YoY% FY19 FY20 YD %
Revenue 1,353.0 971.4 556.6  1,027.2  1,278.0  24.4% -5.5% 47803 13,8333 -19.8%
Operating costs (1185.2)  (867.8)  (488.8)  (836.1) (1,3427) 60.6%  13.3% (3979.2) (3,5354) -11.2%
EBITDA 167.8 103.6 67.8 191.1 (647) -133.9% -138.6%  801.1 2979  -62.8%
Depreciation (61.1)  (60.9)  (59.9)  (56.0) 1207  -330.7% -3124% (235.1)  (47.1)  -80.0%
Finance costs 65.1 26.5 2.8 5.8 (6.6)  -2125% -110.1% 878 285  -67.6%
Associate contributions 89.3 38.6 (0.6) 30.4 161.6 431.4%  80.9% 2612 2300  -12.0%
Profit before tax 261.2 107.8 10.1 171.3 220.0 28.4%  -15.8% 9150  509.3  -44.3%
Taxafion (415) (175 (147)  (250) (448  78.9%  8.0%  (784) (1020) 30.0%
MI (188) (1200 (1) (135  (0.1)  488%  6.9%  (69.3) (47.7) -31.2%
PATMI 200.9 78.3 (6.7) 132.8 155.2 16.8%  -228% 7673  359.6  -53.1%
Core PATMI 253.1 66.4 (4.3) 80.3 196.0  144.3% -225% 691.5 3384 -51.1%
EPS (sen) 5.2 14 (0.1) 16 40 1443%  -225% 141 69  -51.1%
EBITDA margin (%) 12.4% 10.7% 12.2% 18.6% -5.1% 16.8%  7.8%
Effective tax rate (%) 15.9% 16.2%  145.5%  14.6% 20.3% 8.6%  20.0%
PATMI margin (%) 14.9% 8.1% -1.2% 12.9% 12.1% 16.1%  9.4%

Source: Aminvestment Bank

EXHIBIT 2: REVENUE COMPARISON (YOY) EXHIBIT 3: PBT COMPARISON (YQY)
*comprises of Property Investment, REIT, Leisure & Hospitality
' 8% - -109%
1600 22% +21%
1200 58% 270
E -35%
800 %% +6% - +11%
-72%
400 I I I
70
: i
Property Property  Construction Healthcare Others =30 Property Property Construction  Healthcare Others
Development Investment* Development  Investment®
mFY1S nFY20 RFY1S mFY20

Source: Aminvestment Bank, Company

AmIinvestment Bank Bhd

Source: Aminvestment Bank, Company




Sunway 1 Apr 2021

EXHIBIT 4: SEGMENTAL BREAKDOWN (PBT)
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Source: Aminvestment Bank, Company

EXHIBIT 5: SOP VALUATIONS

DEVELOPMENT PROPERTIES Qutstanding GOV NPV @7% Staki s t Value % of SOF
(RMmil) (RMmil) € Gl (RMmil)

Selangor/KL Property (40% discount to RNAV) 2,2028 19.8%

Sunway Damansara 2,235.3 126.7 60.0% Investment properties 1,870.5 16.8%

Sunway South Quay 2,486.7 272.3 100.0% Sunway Construction (54.4% stake @ Amlnv estment V aluation) 1,083.1 9.7%

Sunway Monterez 38.0 25 60.0% Sunway REIT (40.9% stake @ Amlnv estmentV aluation) 22961 20.6%

Sunway Semenyih 7286 55.8 70.0% Healthcare (25x FY 22 eamings) 3,306.0 29.7%

Sunway C heras 16.8 1.8 100.0% Quarry & building materials (6x FY 22 eamings) 156.8 1.4%

Sunway Duta 120.0 72 60.0% Trading & manufactunng (6x FY 22 eamings) 216.5 1.9%

Sunway Resort City 660.1 66.1 100.0%

Sunway V elocity 1,984.0 169.0 85.0% Total SOP 11,131.8

Sunway Velocity TWO 1,360.0 68.1 50.0% Net cash/(debt) @ Company level 737.0

Sunway Tower KL 1 240.0 24.0 100.0% Proceeds from ICPS & conversion 977.8

Sunway Termmuning 277.0 222 80.0% Fair value 12,846.6

Mont Putra, Rawang 196.0 15.6 100.0%

Kelana Jaya 1,450.0 145.3 100.0% Enlamged share base (mil shares) 6,516.6

Jalan Belffield 1,100.0 110.2 100.0% Fair value/share (RM) 1.97

Lot One, Kajang 460.0 46.1 100.0% (+) 3% premium for 4-star ESG rating 0.06

USJ 1, Subang Jaya 1,400.0 140.3 100.0% Fair value/share (RMp ESG Premium 2.03

Subang 2 52.0 36 70.0%

Wangsa Maju-1 270.0 14.9 55.0%

Dengkil (Emerald Ty coon) 796.6 79.8 100.0%

Bukit Jalil (Sterling Paradise) 800.0 107.4 100.0%

Wangsa Maju-2 300.0 59.1 55.0%

Taman Mutiara, Cheras 225.0 39.0 100.0%

Perak

Sunway City Ipoh 928.4 84.7 96.0%

Penang

Sunway Hills 849.0 80.2 100.0%

Sunway Wellesley, Bukit Mertajam 710.5 67.1 100.0%

Paya Terubong 1,500.0 141.7 100.0%

Sunway Tunas, Balik Pulau 60.0 57 100.0%

Sunway Betong, Balik Pulau 110.0 10.4 100.0%

Jeher

Bukit Lenang 698.4 35.8 80.0%

Medini 10,616.0 408.0 60.0%

Pendas 18,000.0 691.8 60.0%

Singapore

Brookvale Park 3,000.0 8r.8 30.0%

GCanberra Link, Sembawang 1,5000 512 350%

Tampines Ave 10 2,400.0 81.9 35.0%

China

Tianjin Eco-City 765.3 522 60.0%

India

Sunway OPUS Grand India 7024 332 50.0%

Sunway MAK Signature Residence 181.2 10.3 60.0%

Unbilled sales 2520

Subtotal 3,671.3

Source: Aminvestment Bank

AmInvestment Bank Bhd 3
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EXHIBIT 6: ESG RATING
*

Overall
Eco-landscaping
Progress of digitalization
Employee welfare

Corporate social responsibility

* % % % % %

Strategic direction

Gender diversity

* % % % % % % %
* % % % % % *

Earnings sustainability * *
Accessibility & transparency * * * *

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on fundamental fair value based on the
overall ESG rating as appraised by us, from 1-star to 5-star

Source: Aminvestment Bank

EXHIBIT 7: PB BAND CHART EXHIBIT 8: PE BAND CHART
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EXHIBIT 9: FINANCIAL DATA

Income Statement (RMmil, YE 30 Jun) FY19 FY20 FY21F FY22F FY23F
Revenue 4,780.3 3,833.3 5,503.5 6,691.7 7,089.2
EBITDA 801.1 2979 519.2 607.8 664.6
Depreciation/Amortisation (235.1) (47.1) (67.6) (82.2) (87.0)
Operating income (EBIT) 565.9 250.8 4516 525.6 5775
Other income & associates 261.2 230.0 3724 389.4 407.0
Net interest 87.8 285 57.7 70.2 74.3
Exceptional items - - - - -
Pretax profit 915.0 509.3 881.7 985.2 1,058.9
Taxation (78.4) (102.0) (148.5) (147.8) (158.8)
Minorities/pref dividends (69.3) (47.7) (87.2) (106.1) (112.4)
Net profit 767.3 359.6 646.0 7313 787.7
Core net profit 691.5 3384 646.0 7313 787.7
Balance Sheet (RMmil, YE 30 Jun) FY19 FY20 FY21F FY22F FY23F
Fixed assets 2,749.0 26114 3,749.2 4,558.5 4,829.4
Intangible assets 331.6 350.8 350.8 350.8 350.8
Other long-term assets 9,309.3 11,086.2 11,286.2 11,286.2 11,286.2
Total non-current assets 12,390.0 14,0483  15,386.1 16,1955  16,466.3
Cash & equivalent 5,888.9 2,348.9 2,571.5 2,674.5 2,986.2
Stock 2,102.1 2,1015 2,273.2 3,197.6 3,603.6
Trade debtors 1,638.4 2,440.6 1,809.4 2,200.0 3,058.3
Other current assets 1,533.8 180.1 406.3 455.1 471.4
Total current assets 11,163.1 7,071.1 7,060.4 8,527.2  10,119.6
Trade creditors 1,344.3 2,456.9 2,516.6 3,540.0 3,490.8
Short-term borrowings 8,024.9 5,132.5 5,081.2 6,178.1 6,545.2
Other current liabilities 1,509.0 2393 (266.7)  (1,110.2) (172.3)
Total current liabilities 10,878.2 7,828.8 7,331.1 8,607.9 9,863.6
Long-term borrowings 2,310.8 2,101.6 2,101.6 2,484.5 2,612.6
Other long-term liabilities 189.9 857.3 857.3 857.3 857.3
Total long-term liabilities 2,500.7 2,958.8 2,958.8 3,341.8 3,469.9
Shareholders’ funds 8,392.9 9,534.6 9,862.1 10,2314 10,628.1
Minority interests 1,781.4 797.2 2,294.5 2,541.6 2,624.3
BV/share (RM) 1.7 1.94 2.01 2.09 217
Cash Flow (RMmil, YE 30 Jun) FY19 FY20 FY21F FY22F FY23F
Pretax profit 915.0 509.3 881.7 985.2 1,058.9
Depreciation/Amortisation 2351 471 67.6 82.2 87.0
Net change in working capital (1,220.0) 1,042.6 (487.0) (189.9) (336.7)
Others 995.2 (771.2) 433.2 1,763.3 347.8

Cash flow from operations 925.3 827.7 895.5 2,640.7 1,157.1
Capital expenditure 335.9 (527.2)  (1,137.8) (809.4) (270.8)
Net investments & sale of fixed assets - - - - -
Others (1,260.1) (357.6) (200.0) - -
Cash flow from investing (924.2) (884.8)  (1,337.8) (809.4) (270.8)
Debt raised/(repaid) 667.1 (141.2) 2739  (1,377.0) (183.5)
Equity raised/(repaid) - - - - -
Dividends paid (242.9) (220.6) (318.6) (362.0) (391.0)
Others 234.0 183.4 - - -
Cash flow from financing 658.3 (178.3) (44.6)  (1,739.0) (574.5)
Net cash flow 659.4 (235.4) (487.0) 92.3 3117
Net cash/(debt) b/f 2,507.8 3,170.6 2,952.5 2,465.5 2,557.8
Net cash/(debt) c/f 3,170.6 2,952.5 2,465.5 2,557.8 2,869.6
Key Ratios (YE 30 Jun) FY19 FY20 FY21F FY22F FY23F
Revenue growth (%) (11.6) (19.8) 43.6 216 5.9
EBITDA growth (%) 8.6 (62.8) 74.3 17.1 9.3
Pretax margin (%) 19.1 133 16.0 14.7 14.9
Net profit margin (%) 16.1 94 1.7 10.9 111
Interest cover (x) nm nm nm nm nm
Effective tax rate (%) 8.6 20.0 16.8 15.0 15.0
Dividend payout (%) 57.3 201 493 49.5 49.6
Debtors turnover (days) 125 232 120 120 157
Stock turnover (days) 151 200 145 149 175
Creditors turnover (days) 102 181 165 165 181

Source: Company, Aminvestment Bank Bhd estimates

AmInvestment Bank Bhd 5
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by AmInvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that Aminvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, Aminvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constituteAminvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of Aminvestment’s affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment's prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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