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SECTOR UPDATE
Property — Malaysia
A Study Trip To Iskandar Malaysia

We came away from our recent trip to Iskandar Malaysia (IM) feeling positive, having
learnt of the mutual economic and societal benefits that could be reaped upon the full
operation of the RTS by end-26, which could stimulate the growth in and around the JB
City Centre. We opine that IWH Group and property-construction player Ekovest (BUY,
Target: RM1.10) are clear winners for the IM theme, and from a more long-term
perspective, we like Sunway (BUY, Target: RM2.38). Maintain MARKET WEIGHT.

WHAT’S NEW

e We met with the Malaysian Federal Government's statutory body, Iskandar Regional
Development Authority (IRDA), as well as Johor Knight Frank to get the latest updates on
Iskandar Malaysia (IM) and overall property sector in Johor. We also visited the Bukit
Chagar station of the Johor Bahru-Singapore Rapid Transit System (RTS) Link to assess
its progress. Additionally, we met with prominent developers like Iskandar Waterfront
Holdings (IWH), Sunway and UEM Sunrise (UEMS) to gain first-hand insights into their
Johor projects. Below are the key takeaways:

¢ IM received RM391.6b in investment from 2006 to Jun 23 with 60% realised, with the
rest expected to be realised within 3-5 years. RM60.6b of the total investment came
from China with RM33.3b from Singapore. Manufacturing segment, mixed development
and residential properties were the biggest contributors, receiving RM102.7b, RM103.3b
and RM72b in investments respectively.

¢ Sedenak is Iskandar Malaysia's sixth flagship known as Flagship F. Sedenak is home
to the Ibrahim Technopolis (IBTEC), a 7,290-acre integrated industrial smart township
project. Develop by Johor Corporation, IBTEC focuses on technology-driven sectors like
data centres, medical device manufacturing, green renewable energy, biotechnology and
food technology, among others. The Sedenak Tech Park (STeP) Phase 1 is a 745-acre
area (inside IBTEC) meant to attract the development of data centres. Notable data centre
investors in STeP include the Yondr Group (RM7.2b investment), Princeton Digital Group
(RM2b investment), Keppel Data Centre (RM2.1b investment) and ChinData’s subsidiary
Bridge Data Centres (RM2.5b investment).

RTS to substantially reduce travelling time. RTS is progressing well and is now 52%
completed. It is on schedule to be completed by Dec 26. After the RTS Link is operational,
the travel time for passenger traffic between the Johor border and Singapore can be
significantly shortened to just 15 minutes (vs the usual one to two hours required via the
Johor Causeway). The immigration facilities of both nations will be co-located at
Woodlands North and Bukit Chagar stations, streamlining the clearance process for
passengers who will only need to go through immigration once at their departure point.
Other infrastructure in the IM area includes the Iskandar Malaysia Bus Rapid Transit (IRT)
set to be operational by 2026 and the Johor Electric Train System (from Gemas to Johor
Bharu Sentral) expected to be operational by 2025.

PEER COMPARISON
Share Price Target ~ Market - PIB - e PE ----eeee-
Company Tickers Rec 16 Oct 23 Price Cap FY22 FY23F FY22 FY23F
(RM) (RM)  (RMm) (x) (x) (x) (x)
Sunway SWBMK  BUY 1.90 2.38 9,413.9 0.9 0.9 19.4 18.2
SP Setia SPSBMK HOLD 0.95 0.89 3,889.0 0.3 0.3 14.0 134
Mah Sing Group MSGB MK BUY 0.855 0.93 2,075.7 0.6 0.6 14.6 10.9
UEM Sunrise UEMS MK SELL 0.795 0.58 4,021.5 0.6 0.6 53.9 41.6
Matrix Concepts MCHMK  BUY 1.52 1.92 1,902.0 0.9 0.9 73 77
Eco World ECWMK  BUY 1.05 121 3,091.6 0.6 0.6 19.7 12.4
Ekovest EKOMK  BUY 0.515 1.10 1,527.0 05 0.5 n.m 77.9

Source: Bloomberg, UOB Kay Hian
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MARKET WEIGHT
(Maintained)

IBTEC MASTERPLAN

Source: Johor Corporation

ISKANDAR MALAYSIA INVESTMENT
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Div Yield ROE Revenue  NetProfit Net Margin
FY23F FY23F FY23F FY23F FY23F
(%) (%) (RMm) (RMm) (%)
2.6 5.4 5,348 664 12.4
22 1.8 4571 287 6.3
37 5.3 2,501 192 7.7
0.0 11 1,473 81 55
6.4 10.4 1,170 238 20.4
48 5.2 1,837 241 131
n.a. 0.8 1,207 20 1.6
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ACTION

o We believe IWH Group and Ekovest (BUY, Target: RM1.10) are clear winners for the
Iskandar Malaysia theme. Given the limited availability of land in JB’s city centre, with its
high population density compared to other areas in IM, IWH's substantial landbank
of >4,000 acres in the Danga Bay area, near RTS Bukit Chagar, appears to be the most
promising for property market development, in our opinion. Ekovest also recently acquired
20 acres of land near RTS to develop Transit-Oriented Developments (TOD) 2 and 3 with
a minimum GDV of RM5b. We believe Ekovest’'s TOD 2 and 3 will create a vibrant hub for
business, leisure and residential activities, making it a sought-after destination for both
investors and residents. Furthermore, we opine that Ekovest’s corporate restructuring plan
of acquiring Credence (which owns 63% of IWH Group) will give it exposure to IWH's
landbank, solidifying its position as the prime proxy for Iskandar Malaysia's growth.

Apart from that, we prefer companies with proven track records of execution. From
a more long-term perspective, we like Sunway Berhad (BUY, Target: RM2.38) for its
track record as a master township developer which we believe positions it well for the
development of Sunway Iskandar. We also take this opportunity to downgrade UEMS
to SELL from HOLD with an unchanged target price of RM0.58 as we believe its share
price had run ahead of its fundamental earnings and the potential revival of High-Speed
Railway (HSR) is already reflected in the share price. The stock is trading at 0.6x 2023F
P/B (+2SD above its five-year P/B of 0.3x). In terms of PE, UEMS is trading at 42x for
2023F (vs five-year average of 23x and industry average of 13x for 2023F). We also
downgrade SP Setia to HOLD from BUY with unchanged target price of RM0.89 as
its share price had run ahead of its fundamental earnings.

ESSENTIALS

¢ LRT still in discussion phase; preference still skewing towards bus system. We are
aware of a proposal for the construction of a Light Rail Transit (LRT) system by a private
consortium. However, this proposal is still in the discussion phase and would require
funding from the federal government. We understand that currently the choice is to
develop a bus system rather than the LRT system due to the relatively lower population in
IM. IM currently has a population of 2m, with the highest population density concentrated
in the Johor Bharu (JB) city centre. Meanwhile, Johor has a population of about 4m.

The Iskandar Puteri area, which includes Medini, may require a significant period
for development and population growth. While it is indisputable that land holds
paramount value in this region, we believe that the area will need substantial time for
development due to its currently lower population density (compared to JB city centre) and
the fact that public transport connectivity in this area is still lacking (currently only a
planned bus rapid transit system). It is noteworthy that both UEMS (which owns 5,103
acres of landbank in Iskandar Puteri with GDV of RM59.1b) and Sunway (which owns
1,632 acres in Medini and Pendas with GDV of RM29b) have observed strong interest in
property demand within this region, particularly landed properties. However, we are aware
that they are exercising caution in their launch strategies to avoid another overhang issue.

We anticipate that people will continue to prefer living in proximity to RTS Bukit
Chagar because of its exceptional connectivity. For instance, consider Malaysian or
Singaporean professionals working in Marina Bay Sands area. Currently, it takes them
approximately 30 minutes to reach the Woodlands checkpoint from Marina Bay Sands.
With the availability of RTS, if these professionals choose to reside near RTS Bukit
Chagar, it will take them around 45 minutes in total (including 15 minutes for travel and
immigration clearance from RTS Woodlands to Bukit Chagar) to get home from work.
Given Singapore's higher rental and housing prices, this RTS connectivity presents a
compelling incentive for individuals to purchase/rent property near RTS Bukit Chagar.

In contrast, if professionals opt to live in the Iskandar Puteri area, they face a
significantly longer commute of 1-2 hours, depending on traffic conditions, to reach
Marina Bay Sands via the Second Link. However, as the Iskandar Puteri area evolves and
infrastructure continues to mature (assuming the HSR is confirmed), they hold the potential
to become prime locations for future growth and investment over the longer term. It is
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TOD 2 AND 3 LOCATION WHICH ARE NEAR TO RTS

It's worth mennomng that IWH Group owns undeveloped Iand (the green
area in Iskandar Bonded City) which is in close proximity to RTS Bukit
Chagar.

Source: Ekovest, IWH Group, UOB Kay Hian

CONCEPT MAP LRT (POSSIBLE ROUTES FOR 2
LINES: MEDINI-RTS AND UTM-JB SENTRAL)

Source: Reddit, https://futuresoutheastasia.com/johor-bahru-Irt/,

RESIDENTIAL OVERHANG UNIT BY STATE
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Source: NAPIC, UOB Kay Hian
JOHOR RESIDENTIAL OVERHANG TREND

lohor Unsald Units

;

ill

il

il

L

il
|

12,000.00
10,000.00
8,000,00
6,000.00
4,000.00
2,000.00
0.00
538888885553383888383

Source: NAPIC, CEIC, UOB Kay Hian

Comment: Based on NAPIC data, the number unsold units in Johor has
subsequently reduced to 4,717 units during the 2Q23 from its recent
peak of 7,030 units in the 4Q20. Based on our channel check, it appears
that a significant portion of these unsold units can be attributed to Forest
City. As reported by Channel News Asia, Forest City has seen the
completion of a total of 28,000 residential units, with approximately
9,000 residents currently residing there. Furthermore, it has come to our
attention that Forest City has successfully sold 90% of its total units,
leaving 10% unsold. This implies that the overhang from Forest City is
estimated to be around 2,800 unsold units, constituting 60% of Johor's
overall unsold units.
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important to note that the HSR project is in its early stages, with the government exploring MALAYSIA POPULATION DENSITY - ISKANDAR
the project's feasibility using a fully privately funded framework, and likely spanning nearly MALAYSIA STILL NOT AS DENSE AS IN GREATER

a decade for its completion. KUALA LUMPUR AND PENANG
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IWH GROUP LANDBANK-IN CLOSE PROXIMITY TO RTS BUKIT CHAGAR
— Land Bank —
Held by IWH & Total
idiarie Held by i Prop: land
Area Location s & s injection (acres)
{acres) (acres) [acres)
Danga Bay FlagshipA 1416 192 110 1,718
Danga Heights FlagshipA 234 - 34 268
Danga Sutera FlagshipA 33 - - 33
_Tanjung Puteri FlagshipA 157 - - 157
Tebrau Flagship A 1,072 119 162 1,352
Desaru Tourism Belt 218 - 74 292
Nusajaya / Sungai 2
Bahan FlagshipB 13 941 - 955
Total 3,144 1,252 380 4,776
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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
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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
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