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COMPANY UPDATE

Malaysia Airports Holdings (MAHB MK)
PSC Revision Materialises But Marginal Earnings Accretion To MAHB

We are positive on the new set of PSCs and landing and parking charges despite the
marginal earnings impact, as it sets the path for the implementation of a cost-based
framework in setting airport charges. We believe the market will turn its attention to the
new OA which may shed more light on MAHB’s upcoming expansion projects and the
pertinent funding mechanism. We arrive at a higher target price of RM9.86 after
incorporating the latest PSC revisions. Maintain BUY.

WHAT’S NEW

¢ Unveiled new PSCs for RP1. The Malaysia Aviation Commission (MAVCOM) has
announced a new set of passenger service charges (PSC) for the regulatory period 1 (RP1)
which will take effect from 1 Jun 24 to 31 Dec 26. Firstly, the international PSCs are now
charged based on the departing airports instead of the destination (for which PSCs for
passengers travelling to ASEAN and non-ASEAN destinations were previously RM35 and
RM73 respectively). The PSC for international travel from Kuala Lumpur International Airport
(KLIA) will be fixed at RM73 while the international PSC for passengers departing from
KLIA2 and other airports will be RM50.

Meanwhile, the PSC for domestic travel will be kept at RM11 for passengers departing from
KLIA, KLI2 and all other airports. Surprisingly, MAVCOM also introduced the transfer PSC,
which charges domestic transfer PSC of RM7 for all airports, international transfer PSC for
RM42 for KLIA as well as international transfer PSC of RM29 for KLIA2 and other airports.

Marginal earnings accretion from PSC revisions. Our back-of-the-envelope calculations
suggest that the average blended PSC rates per pax have increased 10-11% to around
RM32.0 (from RM28.90 previously), extrapolated from the total passenger volume in 2023.
Despite the increase in average PSCs, we believe the earnings impacts would be minimal as
the increase in PSC collections would be largely offset by the subsequent reduction in the
marginal cost support sum (MARCS) compensation from the government. Recall that the
existing operating agreement (OA) terms allow MAHB to receive the MARCS compensation
from the government when the gazetted PSCs fall below the benchmark PSCs.

KEY FINANCIALS

Year to 31 Dec (RMm) 2022 2023 2024F 2025F 2026F
Net turnover 3,127 4,914 5,870 6,585 6,866
EBITDA 1,186 2,286 2,782 2,964 3,155
Operating profit 349 1,137 1,746 1,917 2,101
Net profit (rep./act.) 187 543 885 1,106 1,386
Net profit (adj.) (222) 532 885 1,106 1,386
EPS (sen) (13.4) 32.0 53.3 66.7 83.5
PE (x) n.m. 27.0 16.2 13.0 10.4
P/B (x) 26 24 22 2.0 1.8
EV/EBITDA (x) 14.1 7.3 6.0 5.7 5.3
Dividend yield (%) 0.5 1.2 25 3.1 3.8
Net margin (%) 6.0 1.1 15.1 16.8 20.2
Net debt/(cash) to equity (%) 51.5 39.2 31.1 5.2 (8.1)
Interest cover (x) 6.1 3.4 4.5 5.9 10.0
ROE (%) 3.0 8.1 12.2 141 16.1
Consensus net profit - - 749 868 1,072
UOBKH/Consensus (x) - - 1.18 1.27 1.29

Source: Malaysia Airports Holdings, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E reflected as "n.m."

BUY

(Maintained)

Share Price RM8.65

Target Price RM9.86

Upside +13.9%

(Previous TP RM9.42)

COMPANY DESCRIPTION

Malaysia Airports Holdings is an airport
operator with operations in Malaysia and
Turkiye.
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That said, among the all the revised PSCs, only the gazetted PSCs for Kuala Lumpur
International Airport 2 (KLIA2) are higher than benchmark rates, which thus translate into
actual earnings impact. Effectively, for KLIA2, there is an increase of RM10/pax to ASEAN
PSC revenue and a decrease of RM23/pax to non-ASEAN PSC revenue. Taking into
consideration the changes in KLIA2's international PSC and the introduction of transfer PSC,
we project the increase in 2024-26 revenue to be rather minimal at 1-2%. This sequentially
lifts our 2024-26 earnings by 1-3% after factoring the additional user fees expenses (13-14%
of PSC revenue) as well as the tax expense.

STOCK IMPACT

¢ Increase in landing and parking fees well within expectations. Furthermore, the landing
and parking fees for RP1 are increased by 7.0%, 2.3%, and 2.4% in 2024, 2025, and 2026
respectively. This is within expectations given that MAVCOM had earlier revealed similar
adjustment for inflation rates of 2-4% from 2022 to 2026. Note that our earlier forecasts had
accounted for such increases in the landing and parking charges.

Implementation of RAB in RP2 still intact. Meanwhile, we take comfort from MAVCOM’s
undeterred targets to kick off the implementation of the cost-based framework (CBF) in
setting airport tariffs in the RP2 (2027-229). Recall that the CBF, also known as regulated
asset base (RAB), would put in place a capex recovery mechanism which allows MAHB to
earn a rate of return on concession assets (~11% based on previous consultation papers)
through increases in higher aviation charges. We believe there might be more meaningful
PSC hikes in RP2 once the CBF is implemented. That said, MAVCOM is expected to
provide further clarity on the CBF in the third consultation paper later.

Meanwhile, MAVCOM also maintained its earlier stance to compensate MAHB for the
efficient losses in RP1 via the loss capitalisation mechanism (LCM). The efficient losses are
computed based on the difference between: a) the theoretical revenue MAHB requires in
RP1 to cover operating costs and necessary capex, and b) the actual revenue recorded in
RP1. The LCM will thus allow MAHB to recover 90-100% of any efficient losses it incurs in
RP1 over a 10-year period starting in RP2.

o All eyes on new OA. Following the conclusion of PSC revisions, we believe the market will
now turn its attention to the new OA which may be concluded soon in the coming months.
The new OA would shed more light on MAHB'’s upcoming expansion projects as well as the
pertinent funding mechanism, both of which will significantly impact MAHB’s financial
condition. Also note that further clarity on upcoming projects and the subsequent capex
requirement for MAHB play key roles in determining the aviation charges in RP2 once the
CBF is implemented. Theoretically speaking, the more capex MAHB spends on airport
expansions, the higher aviation charges it would be able to charge via higher returns on
concession assets.

EARNINGS REVISION/RISK
o We raise 2024-26 earnings forecasts by 1-3%, mainly to account for the latest PSC rates.
VALUATION/RECOMMENDATION

o Maintain BUY with a higher SOTP-based target price of RM9.86 (from RM9.42
previously), upon factoring in the latest PSC revisions. Our target price implies a compelling
2024F EV/EBITDA of 8.0x which is at parity to its five-year average.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental

- Installation of solar PV systems which can generate >12,000MWh of energy per year,
translating into a reduction of 8,700 tonnes of CO2 emissions yearly.

 Social

- Zero retrenchments or salary cuts in 2020-21 despite being hit by COVID-19.
* Governance

- Comprehended and applied Malaysian Code on Corporate Governance.
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PAX TRAFFIC ASSUMPTIONS
Traffic Forecasts 2023 2024F
(mil pax)

Malaysia 81.9 100.0
- International 38.6 47.6
- Domestic 43.3 52.3
- Recovery vs 2019 78% 95%
SGIA 37.6 394
- International 19.6 20.5
- Domestic 18.0 18.9
- Recoveryvs 2019 104% 110%

Source: MAHB, UOB Kay Hian

BENCHMARK AND GAZZETED PSC RATES
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Source: MAHB

SOTP VALUATION
Segment

Malaysia
SGIA

Total Enterprise Value
Minus: Total Debts
Equity Value

No. of Shares (mil)

TP (RM)
Source: UOB Kay Hian
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PROFIT & LOSS
Year to 31 Dec (RMm)

Net turnover

EBITDA

Deprec. & amort.

EBIT

Associate contributions
Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW
Year to 31 Dec (RMm)

Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Other operating cashflows
Investing

Capex (growth)

Proceeds from sale of assets
Others

Financing

Dividend payments
Proceeds from borrowings
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact

Ending cash & cash equivalent

2023
4,914
2,286
1,148
1,137
35
(666)
506
37

543
532

2024F
5,870
2,782
1,036
1,746

32
(614)
1,164
(279)

885
885

2024F
1,894
1,164
(279)
1,036
(32)
(522)
527
(562)
(649)

(1,519
(354
(584
(581
(188
1,845

= D 2=

1,658

2025F
6,585
2,964
1,047
1,917
39
(501)
1,456
(349)
0
1,106
1,106

2025F
3,468
1,456
(349)
1,047
(39)
932

78
2.477)
(443)
(1,596)
(439)
323
1,658
0
1,981

2026F
6,866
3,155
1,055
2,101

39
(316)
1,823
(438)

1,386
1,386

2026F
2,693
1,823
(438)
1,055
(39)
68
224
(683)
(776)

93
(1,332)
(554)
(475)
(302)
678
1,981

2,659

BALANCE SHEET
Year to 31 Dec (RMm)

Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)

Profitability
EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity

Interest cover (x)

2023
603
16,542
1,845
1,464
20,455
1,249
2,663
3,338
5,205
7,002
0
20,455

2023

46.5
10.3
111
2.7
8.1

57.2
92.7
1741
190.2
n.a.

n.a.

36.4
79.8
39.2

34

2024F
660
16,154
1,658
1,603
20,075
1,001
2,454
3,002
5,087
7,533
0
20,075

2024F

474
19.8
15.1

4.4
12.2

19.5
217
130.0
62.9
66.4
66.4

319
66.4
311

45

2025F
752
15,847
1,981
1,792
20,372
602
2,878
1,805
5,892
8,197
0
20,372

2025F

45.0
22.1
16.8

55
14.1

12.2

6.6
25.0
25.0
25.0
25.0

20.7
415
5.2
5.9

2026F
802
15,575
2,659
1,902
20,938
483
2,950
1,449
6,030
9,028
0
20,938

2026F

46.0
26.6
20.2

6.7
16.1

43
6.5
252
25.2
25.2
25.2

162
325
81)
10.0
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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