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SECTOR UPDATE
Property — Malaysia
2022 Ended Strong

The sector recovered strongly in 2022 supported by pent-up demand, border reopening,
easing of the labour shortage and higher billings. Raw materials and other operating
costs remain elevated, putting pressure on margins. 2023 earnings are expected to be
stronger yoy, backed by strong unbilled sales and higher property launches.
Developers that have exposure to industrial properties and overseas projects will pull
ahead of peers. Maintain MARKET WEIGHT. Top pick: Matrix.

WHAT’S NEW

¢ 4Q22 results round-up. Within our coverage, companies’ 4Q22 earnings generally came
in within expectations, improving 9% qoq and 57% yoy largely due to: a) the pent-up local
demand, b) better contribution from overseas projects, c¢) gradual easing of the labour
shortage issue, and d) higher productivity level resulting in better progress billings amid
the continued economic reopening. However, sentiment dampeners such as the
disappointing Budget 2023 measures, interest rate hikes and ongoing inflation may put
pressure on earnings outlook ahead.

o Our property index outperformed the FBMKLCI by 6.6% ytd (after underperforming by
3.5% in 2022). EcoWorld (ECW) and Mah Sing are among the best performers ytd (7%)
while other big developers are among the worst performers ytd, including SP Setia
(SPSB) and UEM Sunrise (UEMS), falling 2-3%.

4Q22 RESULTS SUMMARY
------------ Earnings Revision -----------
Core net
Revenue  profit/(loss) VS.
Company (RMm) (RMm) vs.UOB consensus +1YRFWD +2YRFWD +3 YRFWD
MATRIX 363.8 54.4 Within Within - - -
SUNWAY 1,531.6 167.3 Within Above -
SP SETIA 1,078.0 98.4 Within Within
MAH SING 670.9 47.6 Within Within
UEM SUNRISE 336.2 13.1 Within Below
KERJAYA PROP 81.8 235 Within Within
Source: Respective companies, UOB Kay Hian
ACTION

¢ Maintain MARKET WEIGHT. We expect 1H23 earnings to be stronger yoy, backed by
strong unbilled sales and easing of the labour shortage and raw material prices. Pent-up
sales may continue to lead earnings recovery this year. However, rate hikes and rising
cost of living may remain as headwinds. Uncertain prospects are already reflected with
the sector trading at undemanding valuation of 1SD below its five-year mean P/B. Despite
the depressed valuation, it will be challenging to further re-rate the sector’s valuation
without any notable near-term catalysts, given the lingering long-term structural issues
(supply gluts and affordability). Companies that have exposure to industrial properties and
overseas projects will stand ahead of its peers. Some developers are also focusing on
reducing their completed inventories to improve sales and cash flow. Top picks: Matrix
and Sunway.

MARKET WEIGHT

(Maintained)
SECTOR TOP PICK
Target Price

Top pick Rec (RM) PB(x) PE(x)
MCH MK BUY 1.92 0.7 8.4
Source: Bloomberg, UOB Kay Hian
3Q22 CORE NET PROFIT

3Q22

(RMm) goq % chg Results
EcoWorld* 82.2 82.0 In Line
Mah Sing 35.1 (27.1) In Line
Matrix Concepts” 50.6 17 In Line
SP Setia 63.6 (11.5) Below
Sunway Bhd 143.0 55 Above
UEM Sunrise 24.9 29 Above
Sector 399.4 7.2
*Year ended 31 Oct

Year ended 31 Mar, reflect Calendar Year net profit
Source: Respective companies, UOB Kay Hian
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PEER COMPARISON
Company Tickers Rec  SharePrice Target  Market P/B PE Div Yield ROE
13Dec?22  Price Cap Fy22 FY23F FY22 FY23F FY23F FY23F
(RM) (RM)  (RMm) ) (x) ) (x) (%) (%)
EcoWorld Development ECW MK BUY 0.70 0.95 2,050 04 04 9.6 9.2 6.4 43
Mah Sing Group MSGB MK  BUY 0.58 0.69 1,470 04 04 9.7 9.5 39 44
Matrix Concepts MCH MK BUY 1.50 1.92 1,810 0.6 0.6 7.9 7.0 7.1 11.6
SP Setia SPSB MK BUY 0.70 0.82 2,160 0.2 0.2 7.6 7.0 24 21
Sunway Berhad SWB MK BUY 1.70 2.38 8,116 0.6 0.6 134 12.4 24 4.0
UEM Sunrise UEMS MK  HOLD 0.25 0.23 1,470 0.1 0.1 131 9.4 0.0 1.6

Source: UOB Kay Hian
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* Top picks:

a) Matrix Concepts (MCH MK/BUY/Target: RM1.92). We like MCH for its: a) above-
industry margin and ROE, b) resilient earnings base, c) strong balance sheet (0.03x
net gearing), and d) sustainable dividend (5-7% yield) that could be a defensive
shelter amid market volatility. Our target price is a 30% discount to its fully-diluted
RNAV/share of RM2.78, implying a 1x FY23F P/B (close to its five-year mean).

b) Sunway Bhd (SWB MK/BUY/Target: RM2.38). We expect Sunway to continue
seeing earnings recovery in 2023 on the back of the economic reopening that will
result in the resumption of international medical tourism. Healthy property sales
momentum will result in Sunway seeing positive earnings growth this year. Our target
price is based on a 10% discount to our SOTP-based valuation of RM2.63/share (after
the dilution of warrants). This implies a 2023F PE of 21x and 2023F P/B of 0.9x (its

five-year mean).

ESSENTIALS

2023 targets... We expect 2023 earnings to be stronger yoy, despite growing at a slower
pace (we project 14% yoy growth, vs 38% yoy growth in 2022). This will be backed by
developers’ strong unbilled sales and catch-up in construction work on the back of the
improved labour shortage as per our forecasted revenue for 2023 as the economy
embraces the endemicity. This is backed by: a) a 13% increase in sector revenue (2022:
16% yoy), and b) better margins from cost discipline and the easing of raw material
prices. The absence of the one-off prosperity tax in 2023 also bodes well for earnings
growth. Matrix and Sunway may display the most resilient earnings growth going forward.
The average take-up rate for companies within our coverage in 2022 stood strong at 80-
90%.

...reflect a normalisation. In 4Q22, ECW, Mah Sing and SP Setia successfully
exceeded their full-year sales target, while UEMS has the weakest sales momentum,
reaching only 62% of its full-year target in 2022. Matrix is on track to hit its sales target as
its IMFY23 sales accounts for 83% of its full-year target. Most companies within our
coverage have high unbilled sales that will provide good earnings visibility for the next 2-3
years. As at end-2022, SPSB had the highest unbilled sales (RM7.4b), followed by
Sunway (RM4.3b) and ECW (RM3.6b). Sales growth was supported by: a) economic
reopening-fuelled pent-up demand, b) stamp duty waivers by the government, and c)
inventory clearance by developers via price discount/freebies. However, sales growth in
2023 may be pressured by a lack of supportive measures, ongoing inflationary pressure
and interest rate hikes.

Mortgage application and approval value declined. Mortgage application and approval
value fell 17.7% qoq and 21.1% yoy in 4Q22. This could be due to the rising rates
environment, ongoing inflation and a lack of supportive measures from the government.
However, mortgage approval rate remains healthy at 41% in 4Q22, as compared with
36% in May last year. Note that approval rate was at 35% in 2021, the lowest historically
despite mortgage application and approval value rising 31% yoy in 2021.

2023 may see a jump in number of launches. Launches are estimated to rise >50%
yoy in 2023, given the lack of launches in 2022. Note that last year, the property sector
faced challenges in securing approvals due to the delays from the Ministry of Housing and
local governments, which impacted planned launches. According to National Property
Information Centre (NAPIC), only around 18,000 units of properties were newly launched
in 9M22 (-50% yoy). We gather that Singapore was also facing similar difficulties, where
there were delays in land acquisition approvals. Some developers like Sunway are also
deferring launches in China due to the current weak market condition. Hence, for last
year, most companies relied on existing projects and strong unbilled sales to support
sales. With the new government in place, the delay in approvals is expected to improve.

Challenging rate hike environment. With the fourth rate hike of 25bp to 2.75% in Nov
22, the overnight policy rate (OPR) has risen by 100bp in total since the first hike in May
by Bank Negara Malaysia (BNM), vs the total reduction of 125bp during the peak of the

ANNUAL PLANNED LAUNCHES

2022 2023F
(RMm) (RMm) yoy % chg
Mah Sing 1,220 2,000 66.7
Matrix Concepts* 919 1,200 30.6
Sime Prop 2,600 3,000 15.4
SP Setia 3,060 6,170 103.3
Sunway Bhd 1,000 3,500 250.0
UEM Sunrise 517 2,500 383.6
*Reflect FY22/23
Source: Respective companies, UOB Kay Hian
INDUSTRIAL LANDBANK
Company Location Land (Acre)
EcoWorld Business park 1,2,3 @ Johor, 1,090
V @ Selangor
SP Setia Business Park 1 and 2 @ 800
Johor
1IM Kuantan 664
UEM Sunrise Nusajaya Tech Park @ Johor 235
AME Elite Business park 1,2,3 @ Johor, 200
V @ Selangor
Sime Darby Prop ~ Selangor, N.Sembilan and >2,000
Johor
NCT Alliance Kuala Langat 489

Source: Respective companies, UOB Kay Hian
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pandemic. Consequently, mortgage rate has increased to around 3.9% from about 2.95%
previously. However, BNM has maintained the OPR in Jan and Mar 23 as inflation is
expected to ease this year. The next OPR change is expected to be in May 23. We
believe the impact on property sales may be more evident in 2023. Historically, residential
properties’ transacted volume has trended in tandem with mortgage approval value.

Underlying fundamentals remain challenging. In 9M22, 293,206 transactions (+46%
yoy) were recorded worth around RM130b (+33% yoy) due to better sales amid the
economic reopening. Overhang properties eased slightly in 3Q22 to 29,534 units (-3%
yoy) worth RM19.9b. Continued property launches by developers may re-exacerbate the
overhang issue, given the lack of organic demand. We believe this may continue to
pressure housing prices and could hurt developers’ margins and balance sheets.

Industrial land gaining traction. We believe there is growing global demand for
industrial land, driven by the electronic devices, healthcare, and e-commerce sectors. The
ongoing economic recovery and US-China trade diversion should accelerate multinational
companies’ production relocation plans, as evidenced by the strong FDI approvals in
2022 of >RM160b. We believe companies like Sime Darby, ECW, SPSB, NCT and AME
Elite with large landbanks in the industrial space could benefit from this.
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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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