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COMPANY RESULTS

Malaysia Airports Holdings (MAHB MK)

3Q22: Losses Narrow Significantly; At A Tipping Point

MAHB further narrowed its net losses by 96% yoy on the back of resilient revenue
growth (+167% yoy), with its Malaysian operations recording positive EBITDA following
swift international patronage recovery. Moving forward, we expect MAHB to turn around
its net losses in 4Q22 following better traffic volume from both its Malaysian and
Turkish operations. We also like MAHB for its discounted valuations and event
catalysts of formulating a new OA. Maintain BUY. Target price: RM7.52.

3Q22 RESULTS

----------- ISG&LGM MAHB MAHB Group ---------

Year to 31 Dec (RMm) (RMm) yoy (%) (RMm) yoy (%) (RMm) yoy (%)
Revenue, Net 369 109.1 498 238.6 863.6 167.0

- Aeronautical 219 1115 232 363.0 450.0 1935

- Non- Aeronautical 143 99.7 207 309.5 349.6 186.6
EBIT 139 304.1 5 102.7 1434 196.7
EBIT Margin (%) 38 93.2 1 100.8 16.6 136.2
EBITDA 279 129.8 81 153.7 359.3 1,330.7
PBT 2 97.2) (17) (91.9) (19.2) (93.4)
PBT Margin (%) 1) (98.7) (3) (97.6) (2.2) (97.5)
Net Profit (4) (95.2) (5) (96.4) (9.0) (96.0)
Source: Sunway, UOB Kay Hian
RESULTS

» Within expectations. Malaysia Airports Holdings (MAHB) reported a stronger 3Q22 revenue
of RM863.6m (+167% yoy, +21% qoq) with narrowing adjusted net losses of RM9m (-9%
yoy, -84% qoq). 3Q22 net losses are broadly within our forecast, as we expect MAHB to turn
around its losses in subsequent quarters following Malaysia’s strong international traffic
recovery after the reopening of borders.

Malaysian operations registered improved bottom line, boosted by progressive
passenger movement recovery. In 3Q22, MAHB'’s Malaysian operations reported stronger
aeronautical revenue (+25% qoq) and non-aeronautical revenue (+52% qoq) due to better
passenger movement (3Q22: 15.0m vs 2Q22: 11.9m vs 3Q21: 1.1m). Non-aeronautical
revenue also improved with higher royalties and commercial revenue. The stellar operations
recovery has allowed MAHB to turn around its loss before taxation (LBT) to EBITDA of
RM359.3m.

KEY FINANCIALS

Year to 31 Dec (RMm) 2020 2021 2022F 2023F 2024F
Net turnover 1,866 1,673 3,000 4,809 5,462
EBITDA (698) 133 1,175 1,850 2,388
Operating profit (1,670) (464) 537 1,284 1,526
Net profit (rep./act.) (1,116) (767) (39) 553 750
Net profit (adj.) (1,640) (791) (63) 529 726
EPS (sen) (97.4) (47.7) (3.8) 31.9 43.8
PE (x) n.m. n.m. n.m. 19.6 14.3
P/B (x) 1.7 2.0 2.0 1.8 1.6
EV/EBITDA (x) n.m. 101.5 11.5 7.3 5.7
Dividend yield (%) 0.0 0.0 0.0 1.8 2.1
Net margin (%) (59.8) (45.8) (1.3) 11.5 13.7
Net debt/(cash) to equity (%) 51.7 59.6 50.2 34.0 18.5
Interest cover (x) (1.2) 0.2 1.9 3.2 41
ROE (%) n.a. n.a. n.a. 8.6 10.6
Consensus net profit - - (189) 375 576
UOBKH/Consensus (x) - - 0.33 1.41 1.26

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

(Maintained)

Share Price RM®6.27
Target Price RM7.52
Upside +19.9%

COMPANY DESCRIPTION

Airport operator with exposure in Malaysia and
the Middle East.

STOCK DATA

GICS sector Industrials
Bloomberg ticker: MAHB MK
Shares issued (m): 1,659.2
Market cap (RMm): 10,403.1
Market cap (US$m): 2,306.9
3-mth avg daily t'over (US$m): 1.9

Price Performance (%)

52-week high/low RM7.01/RM5.40

1mth 3mth 6mth 1yr YTD
3.1 5.6 (2.9) 8.1 4.8
Major Shareholders %
Khazanah Nasional Bhd 33.2
Kumpulan Wang Simpanan Perkerja 15.7
Kumpulan Wang Persaraan Diperbadankan 6.1
FY22 NAV/Share (RM) 3.13
FY22 Net Debt/Share (RM) 1.87

PRICE CHART

——— VALAYSIA ARPORTS HLDGS B4D
(ley) (%)
——— ALAYSIA ARPORTS HLDGS BHDFBNKLC) NDEX

750 130

7.00
6.50
6.00
5.50

5.00 90
40

301 Volume(m)
20

10
e ) L dos aluadul

0
Nov21 Jan22 Mar22 May22 Jul22 Sep22 Nov22

Source: Bloomberg

ANALYST(S)

Jack Goh
+603 2147 1983
jackgoh@uobkayhian.com




UOBKayHian

o Losses on Turkish operations narrowed further on higher international throughput.
MAHB’s Turkey operations further narrowed its net losses (-84% qoq) in tandem with
improving EBITDA (+22% qoq), mainly reflecting an impressive 0.5x rise in international pax
throughput and recovery of overall passenger traffic volume (3Q22: 9.0m vs 2Q22: 7.4m).

¢ Generated operating cash flow surplus of RM614m in 3Q22. Meanwhile, cash and
equivalents stood at RM3.8b, of which 42% was held by Turkish subsidiary Istanbul Sabiha
Gokeen International Airport (ISG).

STOCK IMPACT

o Commendable 3Q22 air traffic statistics lifted earnings. MAHB recorded 24m total
passenger movements in 3Q22, which is the highest quarterly passenger movement since
the start of the pandemic and reached 64.9% of 3Q19. Meanwhile, Sep 22 passenger
movement of 8.2m was the best month since the onset of the pandemic, reaching 71% of
pre-pandemic’s volume. This impressive set of air traffic statistics was within our
expectations, lifted by short and medium haul routes connectivity improvement, introduction
of new MYAirline, school and public holidays in Malaysia as well as further regional easing
of travel protocols. We retain our view that 4Q22-2023 will continue to see optimistic
recovery, lifted by better recovery paces in flight activities and more passenger capacity
reactivation.

China’s potential borders relaxation remains as a strong re-rating catalyst. While
China’s international arrival has been lacklustre due to the government’s zero-COVID policy
enforcement, we think that China’s eventual borders relaxation remains as a strong re-rating
catalyst for MAHB to further restore its pre-pandemic earnings dynamic. To recap, China
visitors historically made up about 11-12% of Malaysia's pre-pandemic tourist arrival in
2018-19. While we expect China to loosen its travel restrictions from 4Q22-1Q23 onwards,
MAHB will benefit immensely from the pent-up demand.

Formulation of new OA remains as a major re-rating catalyst. To note, MAHB has
received authorities’ approval on the new operating agreement’s (OA) principal terms and
the finalisation is expected to be concluded by 1Q23. We expect the new OA to have more
favourable terms such as adjustment of airports’ passenger service charge (PSC) which is
well below the regional benchmark rate. Based on our sensitivity analysis, a RM1 increase
to MAHB's current blended PSC of about RM45 will potentially increase 2% of its 2023
EBITDA.

Discounted valuation offers palatable upside, potentially turning around net losses in
3Q22. With the strong recovery of passenger traffic from both its Malaysian and Turkish
operations, we expect MAHB to turn around its net losses in 3Q22. We also estimate that
MAHB’s earnings will recover to close to 2019 levels as early as 2023. Furthermore, the
company is also currently trading at attractive valuations of 7.6x 2023 EV/EBITDA, well
below its pre-pandemic five-year mean of 10x EV/EBITDA.

EARNINGS REVISION/RISK

o None.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a target price of RM7.52, based on SOTP valuation and valuing
MAHB’s Malaysian operations at 10x 2023 EBITDA (mean). In a blue-sky scenario where
PSC is revised upwards by 4-5% in the new OA and passenger traffic returns to pre-
pandemic levels, our 2023 target price could be as high as RM8.28.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

e 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 despite being badly hit by COVID-19.
* Governance

- Comprehended and applied Malaysian Code on Corporate Governance.
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PASSENGER TRAFFIC MOVEMENT SNAPSHOT
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PAX TRAFFIC ASSUMPTIONS
--------------- Pax traffic assumption (as a % of 2019) ---------------
Malaysia 2019 2021 2022E 2023E
International 53234 3% 34% 84%
Domestic 51855 9% 2% 91%

Source: UOB Kay Hian

CURRENT PSC RATE

Benchmark Gazotted Rates

RMipax)

PSC for Malaysia

International (Non-ASEAN)

KLIA & olher airports 80.00 T3.00
Kia2 40.00 73.00
International (ASEAN)

KLIA & other airports 80.00 35.00
dia2 40.00 35.00
BIMP-EAGA, IMT-GT &

Secondary (Note 1) 32.00 35.00
Domastic

KLIA & other airports 11.00 11.00
Klia2 8.00 11.00

Source: MAHB
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SOTP VALUATION
(RMm) 2023
Malaysian Operations 2023 EBITDA 1,280
EV/EBITDA (x) 10.2
Enterprise value 13,035
Net debt -2,780
ISG Fair value 1,875
(WACC: 9.0%)
Equity Value 12,478
No. of Shares (m) 1,659
Equity Value (RM) 7.52

Source: UOB Kay Hian
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Year to 31 Dec (RMm) 2021 2022F 2023F 2024F  Year to 31 Dec (RMm) 2021 2022F 2023F 2024F
Net turnover 1,673 3,000 4,809 5,462 Fixed assets 494 428 376 426
EBITDA 133 1,175 1,850 2,388 Other LT assets 16,854 16,401 15,790 16,190
Deprec. & amort. 597 638 567 862 Cash/ST investment 1,583 479 1,054 1,717
EBIT (464) 537 1,284 1,526 Other current assets 1,231 917 1,183 1,270
Total other non-operating income na. n.a. na. na. Total assets 20,163 18,049 18,404 18,803
Associate contributions (13) (16) (20) (24) ST debt 1,746 1,746 1,746 1,746
Net interest income/(expense) (565) (606) (581) (576) Other current liabilities 1,393 1,197 1,497 1,697
Pre-tax profit (1,041) (85) 683 926 LT debt 3,566 1,844 1,597 1,350
Tax 275 45 (130) (176) Other LT liabilities 6,205 6,073 5,845 5,565
Minorities 0 0 0 0 Shareholders' equity 6,255 6,192 6,721 7,447
Net profit (767) (39) 553 750 Minority interest 0 0 0 0
Net profit (adj.) (791) (63) 529 726 Total liabilities & equity 20,163 18,049 18,404 18,803
CASH FLOW KEY METRICS

Year to 31 Dec (RMm) 2021 2022F 2023F 2024F  Year to 31 Dec (%) 2021 2022F 2023F 2024F
Operating 271 1,115 2,184 2,471 Profitability

Pre-tax profit (1,041) (85) 683 926 EBITDA margin 8.0 39.2 385 437
Tax 9 105 48 29 Pre-tax margin (62.3) (2.8) 14.2 16.9
Deprec. & amort. 615 570 837 940 Net margin (45.8) (1.3) 115 13.7
Working capital changes 103 (82) 34 0 ROA na. na. 3.0 4.0
Other operating cashflows 603 606 581 576 ROE na. na. 8.6 10.6
Investing (134) (112) (373) (450)

Capex (growth) (139) (312) (373) (450) Growth

Investments 19 0 0 0 Turnover (10.4) 79.3 60.3 13.6
Proceeds from sale of assets 0 0 0 0 EBITDA na. 782.3 57.5 29.1
Others 25 200 0 0 Pre-tax profit na. na. na. 355
Financing 471 (2,107) (1,235) (1,358) Net profit n.a. n.a. n.a. 355
Dividend payments 0 0 0 0 Net profit (adj.) na. na. na. 371
Issue of shares 0 0 0 0 EPS n.a. n.a. na. 37.1
Proceeds from borrowings 797 0 0 0

Loan repayment (61) (1,722) (247) (247) Leverage

Others/interest paid (265) (384) (988) (1,112) Debt to total capital 423 333 30.2 26.8
Net cash inflow (outflow) 609 (1,104) 575 663 Debt to equity 100.9 741 64.6 55.0
Beginning cash & cash equivalent 974 1,583 479 1,054 Net debt/(cash) to equity 59.6 50.2 34.0 185
Changes due to forex impact 1 0 0 0 Interest cover (x) 0.2 19 32 41
Ending cash & cash equivalent 1,583 479 1,054 1,717

Refer to last page for important disclosures.
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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.

Refer to last page for important disclosures. 29



UOBKayHian

Wednesday, 30 November 2022

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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