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COMPANY UPDATE BUY

Sunway (SWB MK) (Maintained)

Inclusion In KLCI Index Soon? Share Price RM2.72
Sunway's market cap has climbed to the 28th position in Bursa Malaysia, and is poised Target Price RM3.01
for a potential KLCI inclusion assuming sustained share price and trading volume. Upside +10.5%
Enhanced by its Iskandar Malaysia projects and expanding healthcare segment, (Previous TP RM2.38)

Sunway will likely continue its upward trajectory momentum. Maintain BUY with target
COMPANY DESCRIPTION

price increased to RM3.01 (from RM2.38).
A leading construction company and property
WHAT’S NEW developer in Malaysia

¢ Sunway’s market cap ranking has climbed to 28th largest in Bursa Malaysia. The
recent property rally and its recent placement have pushed Sunway’s share price towards STOCK DATA
the RM2.72 level, translating to a market cap of RM15b (based on 9 Feb 24 closing), and GICS sector Industrials
surpassing that of a few KLCI constituents such as AMMB (RM14.2b), QL Resources

. AT Bloomberg ticker: SWB MK
(RM14b), and Mr DIY (RM13b). We estimate Sunway has passed the liquidity test for the sh ) g d (m): 54821
past months. If Sunway’s share price maintains at this level or higher, and if the company ares issued (m): e
can maintain its median daily volume of at least 1m shares per day for the next two out of ~Market cap (RMm): 14,9114
four months, we believe Sunway is likely to be included in the KLCI index. Market cap (US$m): 3,129.4
3-mth avg daily t'over (US$m): 5.8
SUNWAY MEDIAN DAILY VOLUME DETAILS g y (US$Sm)
Floating Share 2,047,996,227 Price Performance (%)
Share Outstanding 5,535,124,938 52-week high/low RM2.74/RM1.53
Free Float 37% 1mth 3mth  6mth  Ayr YTD
Min threshold 0.05% or 1,023,998
Month Median Daily Volume % of trade to its free float e 43.2 511 700 320
May-23 1,202,867 0.06% Major Shareholders %
Jun-23 2,102,737 0.10% Tan Sri Jeffrey Cheah and family 63.6
Jul-23 2,504,114 0.12% EPF 5.1
Aug-23 10,623,401 0.52%
Sep-23 6,723,953 0.33% AlA 22
Oct-23 6,289,391 0.31%
Nov-23 7253713 0.35% FY24 NAV/Share (RM) 2.23
Dec-23 6,074,450 0.30% FY24 Net Debt/Share (RM) 1.17
Jan-24 16,681,372 0.81%
Source: Bloomberg, UOB Kay Hian PRICE CHART
STOCK IMPACT oy )
3.00 190
¢ This potential inclusion in the KLCI index should further enhance Sunway's [ 1%
investibility and attractiveness. We believe Sunway's share price momentum is expected 250 | 160
to continue its upward trajectory, supported by the broader theme of potential index ﬁg
inclusion, as well as other themes such as being one of the beneficiaries of Iskandar 2o | b 130
Malaysia and the unlocking of its crown jewel healthcare assets. ' [
r 100
1.50 90
80
KEY FINANCIALS 60| Vglume (m)
Year to 31 Dec (RMm) 2021 2022  2023F  2024F  2025F o
Net tUrnOVer 3’717 5’195 5’668 5‘988 6’234 :eiazs Apr23 Jun23 Aug23 Oct23 Dec23 Feb24
EBITDA 544 713 830 885 925
Operating profit 328 583 703 744 770 gl
Net profit (rep./act.) 293 677 665 733 794  Souce:Bloomberg
Net profit (adj.) 321 626 665 733 794 ANALYST(S)
EPS (sen) 6.6 12.8 11.2 12.4 13.4 .
PE (x) 414 212 24.2 22.0 20.3  Nazira Abdullah
P/B () 1.1 1.1 1.3 1.2 1.2  +603 2147 1934
EV/EBITDA (x) 42.4 32.3 27.8 26.1 24.9 nurulnazira@uobkayhian.com
Dividend yield (%) 0.9 2.0 2.1 2.3 25
Net margin (%) 7.9 13.0 11.7 12.2 12.7
Net debt/(cash) to equity (%) 441 51.8 54.6 52.3 53.6
Interest cover (x) 6.0 6.5 7.3 7.5 7.8
ROE (%) 2.7 5.5 5.2 5.6 5.9
Consensus net profit - - 661 764 794
UOBKH/Consensus (x) - - 1.01 0.96 1.00

Source: Sunway Berhad, Bloomberg, UOB Kay Hian
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ESSENTIALS

¢ Healthcare gaining prominence. Sunway’s healthcare unit is set to deliver strong earnings
moving forward, underpinned by an increase in its bed capacity from 1,121 as at Sep 23 to
about 1,300 by end-24. Historical five-year revenue and PBT have showed impressive CAGR
of 20% and 37% respectively. We conservatively expect another revenue and PBT CAGR
growth of 12% to 2028, underpinned by its expansion plan for medical centres. The healthcare
segment’s earnings contributed 24% to Sunway's 9M23 earnings, and we expect this
proportion to increase in the future to around 30% as healthcare earnings strengthen further.

o Ramsay Sime Darby Healthcare deal set a floor valuation of 20x EV/EBITDA. Based on
this deal, we estimate Sunway’s healthcare segment to be valued at around RM14b (100%
basis) for its IPO in 2027 (assuming 12% annual growth to 2028F EBITDA of around RM700m
and EV/EBITDA multiple of 20x), which is close to its market cap now. If Sunway intends to
maintain its majority shareholding of around 55% (from 84% currently), potential cash
proceeds from this IPO could amount to approximately RM4b to Sunway (representing 29% of
RM14b). While Sunway has not historically declared special dividends from the IPOs of its
other business units (Sunway Construction and Sunway REIT), the substantial cash proceeds
expected from the healthcare IPO, which should exceed those of the other two units (Sunway
Construction’s cash proceeds from IPO was about RM500m while that of Sunway REIT was
about RM2b), lead us to believe that a special dividend may be imminent.

EXPANSION PLAN FOR MEDICAL CENTRES

State Location Total beds Exp. completion
Existing Medical Centre
Sunway City (Tower A,B and C) 724 Completed
Kuala Lumpur Velocity 229 Completed
Penang Seberang Jaya 168 Opened Nov 22
Kuala Lumpur Sunway City (Tower D, E and F) 108 Opened in phases since May 23
Expansion plan
Kuala Lumpur Sunway City (Tower D, E and F) 524 TBD
Velocity (Phase 2) 93 1H24
Selangor Damansara 334 4Q24
Perak Ipoh 260 1Q25
Kelantan Kota Bharu 180 Beyond 2025
Penang Paya Terubong 120** Planning stage
Johor Iskandar 200** Planning stage
Total 2,940
*Estimates

Source: Sunway, UOB Kay Hian
EARNINGS REVISION/RISK

¢ We keep our 2023 earnings forecast unchanged. We increase 2024-25 earnings forecast
by 5-9% as we input higher healthcare earnings contribution.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a higher target price of RM3.01 (from RM2.38) as we; a) roll over our
valuation to 2024; b) input a higher stake of its Iskandar Malaysia project in Pendas from 60%
to 100%, together with higher take-up rate assumption; and c) input a higher healthcare
valuation based on 20x EV/EBITDA with 2024F EBITDA of RM450m vs 13x EV/EBITDA with
2024F EBITDA of RM400m previously.

o Our target price of RM3.01 is based on a 10% discount to our SOTP-based valuation of
RM3.34/share, and also implies a 2024-25F PE of 22-24x (above its 10-year mean of 13x).
We believe the premium is justified given Sunway’s robust track record in township
development (which we think will be implemented in its Iskandar Malaysia township) and
promising healthcare growth. About one-third of our SOTP valuation comes from its property
segment while another one-third is from its healthcare segment. Hence, we believe our target
price is still undemanding compared with industry mean benchmarks, with property peers
currently trading at around 18x PE (10-year mean PE of 30x) and healthcare peers such as
IHH and KPJ averaging 23x PE and 28x PE respectively over the past 10 years.

Refer to last page for important disclosures.
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SUNWAY HEALTHCARE GROWTH TRAJECTORY
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*Estimates
Source: Sunway, UOB Kay Hian

SENSITIVITY ANALYSIS ON HEALTHCARE

VALUATION
2024F Estimated EBITDA (RMm) 450
Years to 2028F 4

Net Debt (RMm) 500
Our Current Valuation @ 20x 2024F EVIEBITDA (RMm)

Potential Healthcare Equity Valuation During IPO (RMm)

Healthcare Annual EBITDA Growth
2% 3% 5% 8% 10% 12%  15% 18% 20%

2 12 535 5578 6064 6847 7406 7997 8845 9960 10607

3 15 6805 7087 T705 8883 0383 10121 11306 12587 13407

& 18 8268 8517 9348 10500 11350 12246 13867 15204 16296

H 20 9242 0630 10440 11744 12677 [13662] 15241 16940 18,62
22 10216 10643 11534 12969 13995 15078 16815 18694 20029
25 11677 12162 13174 14806 15971 17202 19176 21311 22828
30 14113 14694 15000 17867 19285 20743 23112 25873 274%4

Z0Z8FEBITDA| 4871 5085 5470 6122 6588 7081 7871 8724 9331

“Poera TP 318 323 333 349 361 373 303 414 420

during Heathcare

IPOin 2027

holding other

‘segment constant

(RM)

Ideal valuation based on latest Ramsay-Sime Darby fransaction of 20x EV/EBITDA
*Based on 20x EV/EBITDA 2028F

Source: Sunway, UOB Kay Hian

REMAINING LANDBANK

Total GDV

RCIECGI  Rivisa 2 billion
D

T

. RM53.2
RM37.6 billion

Rl @Y

Penang Singapors Johor

4 acres (<1%)
RMZ.5 billion (5%)

38 10%)

RM4.3 billion (B%)

1,152 acres (35° 1624 180 acres (5%)
AM14.8 billion (26%) || AM28.3 RM2.2 billion (4%}

Source: Sunway

SOTP-BASED VALUATION

Segment (RMm] % of SOTP Remarks

Property development 6221 3% 15%discountio property RNAV

REIT (40.9% siake) 2395 12%  Valuation based on TPoRM1.71, based on DDM
Construction (54 4% stake) 1813 9%  Valuaton based on TPoIRM272, 192 2024F PE
Quarry & building materials 289 1% 10xPE2024F quarry profis

Trading 4 2% 10xPE2024F rading profis

Investment Properties 2514 12%  MarketValue

Healthcare (4% stake) 7440 35%  20«EVEBTDA2024F; 2024F EBTDARMASOm

Less Holdingca bt cas s

Total SOTP value (A) W31

Share base (m) (B) 5932

Warrants proceeds (C) 57

Total SOTPvalue post warrants proceeds (A*C) 20370

Enlarged share bass (m) 6,098

SOTPishare (RM) 334

Discount 10%

Taget pric () 301

Source: Sunway, UOB Kay Hian
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ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG) UPDATES

¢ Environmental

- Installed photovoltaic (PV) solar panels at most of its properties, with the latest being
Sunway Carnival Mall.

¢ Social

- Launched Sunway Cancer Support Fund worth RM2.5m in Oct 22.
* Governance

- Good company transparency along with an anti-bribery and anti-corruption policy.

Refer to last page for important disclosures. 3
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Year to 31 Dec (RMm) 2022 2023F 2024F 2025F Year to 31 Dec (RMm) 2022 2023F 2024F 2025F
Net turnover 5,195 5,668 5,988 6,234 Fixed assets 5,548 5,820 6,078 6,335
EBITDA 713 830 885 925 Other LT assets 12,167 12,547 12,982 13,479
Deprec. & amort. 130 127 141 155 Cash/ST investment 1,958 1,427 1,534 1,152
EBIT 583 703 744 770 Other current assets 6,383 6,922 7,266 7,531
Associate contributions 351 380 435 496 Total assets 26,057 26,715 27,860 28,495
Net interest income/(expense) (14) (66) (66) (66) ST debt 5,361 5,361 5,361 5,361
Pre-tax profit 920 1,017 1,113 1,200 Other current liabilities 2,644 2,873 3,550 3,682
Tax (167) (254) (278) (300) LT debt 3,095 3,095 3,095 3,095
Minorities (76) 97) (102) (106) Other LT liabilities 1,384 1,384 1,384 1,384
Net profit 677 665 733 794 Shareholders' equity 12,541 12,873 13,240 13,637
Net profit (adj.) 626 665 733 794 Minority interest 1,032 1,129 1,231 1,337
Total liabilities & equity 26,057 26,715 27,860 28,495
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2022 2023F 2024F 2025F Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 337 266 939 492 Profitability
Pre-tax profit 920 1,017 1,113 1,200 EBITDA margin 137 14.6 14.8 14.8
Tax (167) (254) (278) (300) Pre-tax margin 17.7 17.9 18.6 19.3
Deprec. & amort. 130 127 141 155 Net margin 13.0 117 12.2 12.7
Associates (351) (380) (435) (496) ROA 2.6 25 2.7 2.8
Working capital changes (482) (310) 333 (133) ROE 55 52 5.6 5.9
Non-cash items 287 66 66 66
Investing (845) (398) (399) (412) Growth
Capex (growth) (324) (283) (299) (312)  Turnover 39.8 9.1 5.6 41
Investments @) (115) (100) (100)  EBITDA 311 16.3 6.6 46
Proceeds from sale of assets 249 0 0 0 Pre-tax profit 98.3 105 9.4 79
Others (762) 0 0 0 Netprofit 131.4 .7 10.1 8.4
Financing (325) (399) (432) (463)  Net profit (adj.) 952 6.2 10.1 8.4
Dividend payments (211) (333) (366) (397)  EPS 952 6.2 10.1 8.4
Issue of shares 0 0 0 0
Proceeds from borrowings 334 0 0 0 Leverage
Others/interest paid (387) (66) (66) (66) Debt to total capital 38.4 37.7 36.9 36.1
Net cash inflow (outflow) (832) (531) 107 (382) Debt o equity 67.4 65.7 63.9 62.0
Beginning cash & cash equivalent 2,795 1,958 1,427 1,534 Net debt/(cash) to equity 51.8 54.6 52.3 53.6
Changes due to forex impact (5) 0 0 0 Interest cover (x) 65 73 75 78
Ending cash & cash equivalent 1,958 1,427 1,534 1,152

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. 5
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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

(i) 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.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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