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Sunway Berhad
Acquires land in Jalan Belfield

INVESTMENT HIGHLIGHTS

¢ Acquires land in Jalan Belfield

¢ Positive on the land acquisition

¢ Marginal impact on net gearing

¢ Maintain Neutral with a revised TP of RM3.82

Acquires land in Jalan Belfield. Sunway Berhad (SUNWAY) announced
that it has entered into a Sale and Purchase Agreement to acquire a 4.53
acres of freehold land along Jalan Belfield, Kuala Lumpur for RM165m.
Expected completion date is 2H2017.

Positive on the land acquisition. We view the land acquisition positively
as it improves the sales outlook for FY18. The land will be acquired with
approvals obtained for a mixed-use development with plot ratio of 8.81 times,
indicating projects on the land is readily launched. Proposed development on
the land will be primarily service apartments with some lifestyle retail units.
The estimated GDV for the proposed development is at approximately
RM1.1b, translating into land cost to GDV ratio of 15% which is within the
industry average. Meanwhile, acquisition price of RM836psf is higher than
price of RM485psf Tradewinds Corp paid for Jalan Belfield land back in 2015
which could be due to the strategic location of the land that SUNWAY is
acquiring. The land is located less than 500 meters from Maharajalela
monorail station hence we expect the good connectivity to underpin good
take-up rate of the project.

Marginal impact on net gearing. SUNWAY intends to fund the acquisition
via internally generated funds and borrowings. We estimate net gearing of
SUNWAY to be lifted marginally to 0.49x post acquisition from net gearing of
0.47x as of 1QFY17. Meanwhile, immediate earnings impact from the land
acquisition is limited as target launch for the proposed development will be in
2H2018.

Maintain Neutral with a revised TP of RM3.82. We left our earnings
forecast for FY17-18 unchanged as we expect earnings contribution from the
proposed development to kick in from FY19 onwards. Meanwhile, we revised
our TP for SUNWAY upwards to RM3.82 from RM3.64 after taking into
account the NPV from the proposed development; and also lowering our
discount for property division to 10% from 20% in view of improved property
market outlook for Johor and Klang Valley. Our TP is based on Sum-of-Parts
valuation. [Ej

Maintain NEUTRAL

Revised Target Price (TP): RM3.82
(Previously: RM3.64)
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Location of land:

Source: Company

INVESTMENT STATISTICS

FYE Dec (RM m) FY14A FY15A FY16A FY17F FY18F
Revenue 4558.1 4448.4 4725.9 4907.4 5379.6
Core EBIT 609.8 546.6 726.9 653.7 717.1
Core PBT 810.1 788.7 820.5 821.0 901.3
Net Income 734.0 732.4 585.9 555.6 603.6
Core Net Income 583.9 590.7 547.4 555.6 603.6
EPS (sen) 42.6 41.8 28.4 27.0 29.3
Core EPS (sen) 33.9 33.7 26.6 27.0 29.3
Net DPS (sen) 11.00 38.00 12.14 12.40 13.47
Net Dvd Yield 2.8% 9.7% 3.1% 3.2% 3.4%
Core PER 11.61 11.67 14.80 14.58 13.42
NTA/share (RM) 3.44 3.74 3.62 3.76 3.92
P/NTA 1.14 1.05 1.09 1.04 1.00
Core ROE 9.8% 9.0% 7.3% 7.2% 7.5%
Core ROA 4.5% 3.7% 2.9% 2.9% 3.1%
Net Gearing (x) 0.30 0.50 0.45 0.44 0.46

Source: Company, MIDF Research Estimates
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DAILY PRICE CHART
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Methodology

NPV of profits

Net Book Value

13x FY18E PER - 10% discount to
KL Construction Index PER
Target Price of RM1.88

8x FY18E PER - 20% discount to
small cap PER of 10x

8x FY18E PER - 20% discount to
small cap PER of 10x
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it should
not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to change
without notice. The research analysts will initiate, update and cease coverage solely at the discretion of
MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may have
interest in any of the securities mentioned and may benefit from the information herein. Members of the
MIDF Group and their affiliates may provide services to any company and affiliates of such companies
whose securities are mentioned herein This document may not be reproduced, distributed or published
in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >15% over the next 12 months.

Stock price is expected to rise by >15% within 3-months after a Trading Buy rating has been

VRN LY assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months.
SELL Total return is expected to be <-15% over the next 12 months.

Stock price is expected to /a// by >15% within 3-months after a Trading Sell rating has been

TRADING SELL assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



