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COMPANY UPDATE  BUY 

(Maintained) 
Share Price RM1.78
Target Price RM2.25
Upside +26.4%
(Previous TP RM1.92)

COMPANY DESCRIPTION 
A leading construction company and property 
developer in Malaysia. 

STOCK DATA 
GICS sector Industrials
Bloomberg ticker: SWB MK
Shares issued (m): 4,888.9
Market cap (RMm): 8,702.3
Market cap (US$m): 2,089.4
3-mth avg daily t'over (US$m): 1.4

Price Performance (%) 
52-week high/low RM1.78/RM1.23

1mth 3mth 6mth 1yr YTD
7.2 7.9 12.7 28.1 10.6

Major Shareholders %
Sungei Way Corp Sdn Bhd 51.6
Skim Amanah Saham Bumiputera 5.7
Sharp Ventures Sdn Bhd 4.0

FY21 NAV/Share (RM) 1.68
FY21 Net Debt/Share (RM) 1.00
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ANALYST(S) 
Chloe Tan Jie Ying 
+603-2147 1916 
chloetan@uobkayhian.com 
 

Sunway (SWB MK) 
 

Stake Sale At Robust Valuation Lays Path For Healthcare Arm’s Eventual IPO 
Sunway announced the 16% stake sale of its healthcare division to GIC for RM750m 
cash, implying RM4.7b for its entire healthcare unit (31x EV/EBITDA). The conditions for 
the stake sale provide better clarity for SHG’s expansion visibility and IPO timeline. 
SHG could see earnings CAGR of 20-25% given its ongoing expansion. Maintain BUY 
with a higher target price of RM2.25 as we have factored in the higher valuation for 
SHG. We believe valuation could rise over time riding on SHG’s good growth prospects.

WHAT’S NEW 
• Selling 16% healthcare stake to GIC... Sunway Bhd (Sunway) has agreed to sell a 16% 

stake of its healthcare arm − Sunway Healthcare Group (SHG) to Singapore’s sovereign 
wealth fund - GIC’s affiliate - for RM750m cash, in order to finance its RM2.5b healthcare 
capex for the next 3-4 years. The consideration would be paid in five tranches with full 
disbursements to be completed by end-24, The proposed deal requires the approval of 51% 
of Sunway’s shareholders and consent from the Ministry of Health (MOH). 

• …and valuing entire healthcare unit at a robust RM4.7b, which implies a 31x 2020 
EV/EBITDA for SHG that is higher than its Malaysian hospital peers’ of 14-19x. Importantly, 
the implied equity value per bed for SHG at 6.3x is also higher than IHH Healthcare's Prince 
Court acquisition at 3.7x and KPJ Healthcare at 1.3x. 

• Paves the way for SHG’s IPO earliest by 2027; expect >RM10b valuation. Through 
the stake sale, Sunway agreed to provide GIC with a minimum 12.5% IRR IRR (including 
a dividend yield of 3% p.a.) with the IPO as GIC's exit strategy, and punitive 18.5% IRR if 
SHG fails to list. This lays out the timing for SHG's IPO in 6-7 years, and SHG's 
expansion plan to grow its bed capacity to 3,000 beds across eight hospitals in the 
medium term (see table) from 740 currently. Based on management’s projection of: a) 
revenue/bed of >RM1m p.a., b) bed occupancy rate of 75-80%, and c) EBITDA margin of 
about 25% would pave the way for SHG to be valued at more than RM10b based on 
EV/EBITDA multiples of 15-20x.  

• A key earnings driver for Sunway. Despite the impact of COVID-19, the existing 
hospitals achieved EBITDA margin of an average 23% and PAT margin of 10-15% for 
5M21. The group targets for EBITDA and PAT breakeven in two years and three years 
respectively for its new hospital, similar to the Sunway Medical Centre Velocity. Based on 
our calculation, the aggressive expansion of hospital beds with an average 25% EBITDA 
margin could see five years (2022-27F) earnings CAGR of 20-25% for its healthcare arm. 
This would contribute to about 22% of Sunway’s 2023F earnings from 3% in 2020. 

KEY FINANCIALS 
Year to 31 Dec (RMm) 2019 2020 2021F 2022F 2023F
Net turnover  4,780 3,833 4,530 5,516 6,504
EBITDA  800 475 578 809 983
Operating profit  566 251 373 591 749
Net profit (rep./act.)  705 360 412 591 708
Net profit (adj.)  777 304 412 591 708
EPS (sen) 15.8 6.1 7.1 10.2 12.2
PE (x) 11.3 29.1 25.1 17.5 14.6
P/B (x) 1.0 0.9 1.1 1.0 1.0
EV/EBITDA (x) 19.2 32.4 26.6 19.0 15.6
Dividend yield (%) 5.1 0.8 1.6 2.3 2.7
Net margin (%) 14.8 9.4 9.1 10.7 10.9
Net debt/(cash) to equity (%) 68.5 55.3 59.3 63.2 66.5
Interest cover (x) 16.7 8.8 (46.6) (13.8) (9.4)
ROE (%) 8.4 4.0 4.3 5.9 6.8
Consensus net profit  - - 379 506 606
UOBKH/Consensus (x)  - - 1.09 1.17 1.17
Source: Sunway, Bloomberg, UOB Kay Hian 
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STOCK IMPACT 
• A net one-off gain of RM2.3b for Sunway in 2021. Due to accounting reclassification, 

SHG is reclassified as joint control by Sunway from a wholly-owned subsidiary as GIC will 
participate in the decision-making process. Sunway is expected to record a one-off gain of 
RM2.3b in 2021 arising from the dilution of the equity stake assuming the deal is 
successful. The RM2.3b was derived from the pre-money valuation of RM4.0b that 
subtracted SHG’s net tangible assets of RM1.4b and a derivative liability of RM0.3b. This 
would also see net gearing reduced from 0.51x to 0.42x, and it provides more headroom 
for SHG to fund its capex. Management expects net gearing level will moderate in 3-4 
years and should not exceed 0.5x. 

• Growing healthcare demand. The group is confident about healthcare service demand in 
Malaysia, as Malaysia’s hospital beds per 1,000 population remain low at 1.8 vs the World 
Health Organisation’s target of 2.5 (see chart). The group also sees increasing demand 
from domestic and ageing population growth, lifestyle diseases and the growing adoption 
of private medical insurance. More importantly, the reopening of the economy/border 
should see medical tourists returning given the relatively low treatment costs, competitive 
medical facilities and its wide adoption of cutting-edge medical technologies and digital 
health. 

EARNINGS REVISION/RISK 
• Key risks include: a) sub-optimal occupancy at its new hospitals, b) longer-than-expected 

breakeven timeline for its new hospitals, and c) difficulties in hiring specialists and nurses for 
its expansion. 

• We raised the 2022-23 earnings forecasts by 4% and 9% respectively as we pencilled in 
higher hospital beds (in line with management’s expectation). 

• 2022 outlook. Earnings for 2021 are expected to be suppressed amid the reimplementation 
of the movement control order that affects various operations, and the timing difference in 
recognising overseas property projects due to Malaysian Financial Reporting Standard 15. 
We look forward to a 30% yoy earnings recovery in 2022, underpinned by the reopening of 
the economy. Moreover, lumpy earnings from overseas projects will be recognised from 
2022 onwards upon project completion. 

VALUATION/RECOMMENDATION 
•  Maintain BUY with a higher SOTP-based target price of RM2.25 (from RM1.92) as we 

have factored in the higher implied valuation of its healthcare division from our previous 
assumption of RM2.95b (pegged to 30x 2022F PE). We also lower our discount to the 
SOTP-based valuation from 15% to 10% as we believe the strong growth trajectory of SHG 
could help Sunway to build a formidable growth engine and increase its valuation over time. 
Our SOTP-based valuation is pegged to normalised earnings in 2022, and implies a 2022F 
PE of 20x and 2022F P/B of 1.3x, above its five-year mean valuation of 15.5x PE and 0.9x 
P/B. 

SOTP-BASED VALUATION 
 (RMm) % of SOTP Remarks 

Property development 3,922.8 30% 20% discount to property RNAV 
REIT (40.9% stake) 2,170.6 17% Valuation based on target price of RM1.55, based on DDM 
Construction (54.4% stake) 1,051.8 8% Valuation based on target price of RM1.50, 13x 2021F PE 
Quarry & building materials 309.1 2% 10x PE 2022F quarry profits 
Trading 308.4 2% 10x PE 2022F trading profits 
Investment Properties 1,521.1 12%  
Healthcare 3,929.9 30% 84% stake of RM4.67b 
Less: Holding co (debt)/ cash -120.86 -1% Based on hold.co 2020’s net debt plus RM0.75b cash 
Total SOTP value (A) 13,093.0   
Share base (m) (B) 4,963   
Warrants proceeds (C) 964  Assume conversion price at RM1.44/share (expiring in Oct 24) 
Total SOTP value post warrants 
proceeds (A+C) 

14,057   

Enlarged share base (m) 5,633   
SOTP/share (RM) 2.50   
Discount 10%   
Target price (RM) 2.25   

Source: UOB Kay Hian 

 EXPANSION PLAN FOR MEDICAL CENTRES
State Location Total beds Exp. completion 
Existing Medical Centre 

Kuala Lumpur 
Sunway City - 
(Tower A,B,C) 

616 Completed 

Velocity 240* Completed 
Expansion plan 

Kuala Lumpur 
Sunway City - 
(Tower D,E,F) 

465 Q222 

Velocity 350 Q323 
Selangor Damansara 336 Q323 

Penang 
Seberang Jaya 333 2022 
Paya Terubong 120** Planning stage 

Perak Ipoh 260 Q124 
Kelantan Kota Bharu 200 Q325 
Johor Iskandar 200** Planning stage 
Total  3,120  

*Full capacity 
**Estimates 
Source: Sunway, UOB Kay Hian 

TRANSACTION TERMS AND IPO TIMELINE 
1. GIC to receive a preferred dividend yield of 3.00% per annum  
2. Sunway agreed to give GIC the right to receive add. shares and 

a cash top up in order to meet a min RM IRR of 12.5%. 
If the requirement not meet: 
• Share and cash top up is capped at 4.5% (of enlarged share 

capital) and USD10m respectively if IPO is completed by 31 
Jan 2028. 

• If the IPO is delayed, the share and cash top up will 
progressively increase on a monthly basis until a ceiling of 
11.5% (of enlarged share capital) and USD50m respectively 
is reached on 30 June 2029 and will remain at this level till 
the IPO is completed 

3. If Sunway default on their obligations, GIC will be entitled to 
an exit through exercise of a put option or a joint sale of the 
business to enable GIC to achieve a minimum USD IRR of 
18.5% 

Source: Sunway, UOB Kay Hian 

SIGNIFICANT ROOM FOR GROWTH IN MALAYSIA’S 
HEALTHCARE 

 
Source: Sunway, UOB Kay Hian 
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PROFIT & LOSS     
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F

Net turnover 3,833 4,530 5,516 6,504

EBITDA 475 578 809 983

Deprec. & amort. 224 205 218 234

EBIT 251 373 591 749

Associate contributions 230 225 259 285

Net interest income/(expense) 28 (8) (43) (80)

Pre-tax profit 509 591 808 954

Tax (102) (118) (162) (191)

Minorities (48) (60) (55) (55)

Net profit 360 412 591 708

Net profit (adj.) 304 412 591 708
 

 BALANCE SHEET     
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F

Fixed assets 6,446 6,558 6,726 6,947

Other LT assets 7,602 7,828 8,087 8,372

Cash/ST investment 2,237 1,804 1,316 831

Other current assets 4,834 5,659 6,827 7,998

Total assets 21,119 21,849 22,956 24,149

ST debt 5,132 5,132 5,132 5,132

Other current liabilities 2,696 3,023 3,605 4,181

LT debt 2,374 2,469 2,585 2,721

Other LT liabilities 585 585 585 585

Shareholders' equity 9,535 9,782 10,137 10,562

Minority interest 797 857 912 967

Total liabilities & equity 21,119 21,849 22,956 24,149

     
CASH FLOW     
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F

Operating 828 (39) 61 198

Pre-tax profit 509 591 808 954

Tax (71) (118) (162) (191)

Deprec. & amort. 224 205 218 234

Associates (230) (225) (259) (285)

Working capital changes 67 (499) (586) (595)

Non-cash items 329 8 43 80

Investing (885) (317) (386) (455)

Capex (growth) (527) (317) (386) (455)

Investments (204) 0 0 0

Proceeds from sale of assets 457 0 0 0

Others (610) 0 0 0

Financing (178) (78) (163) (226)

Dividend payments (254) (165) (236) (283)

Issue of shares 0 0 0 0

Proceeds from borrowings 1,144 95 116 137

Others/interest paid (1,069) (8) (43) (80)

Net cash inflow (outflow) (235) (433) (488) (484)

Beginning cash & cash equivalent 2,455 2,237 1,804 1,316

Changes due to forex impact 17 0 0 0

Ending cash & cash equivalent 2,237 1,804 1,316 831
 

      
KEY METRICS     
Year to 31 Dec (%) 2020 2021F 2022F 2023F

Profitability     
EBITDA margin 12.4 12.8 14.7 15.1

Pre-tax margin 13.3 13.0 14.6 14.7

Net margin 9.4 9.1 10.7 10.9

ROA 1.7 1.9 2.6 3.0

ROE 4.0 4.3 5.9 6.8

     
Growth     
Turnover (19.8) 18.2 21.8 17.9

EBITDA (40.6) 21.8 39.9 21.6

Pre-tax profit (40.9) 16.0 36.7 18.2

Net profit (49.0) 14.7 43.3 19.9

Net profit (adj.) (60.9) 35.8 43.3 19.9

EPS (61.3) 16.0 43.3 19.9

     
Leverage     
Debt to total capital 42.1 41.7 41.1 40.5

Debt to equity 78.7 77.7 76.1 74.4

Net debt/(cash) to equity 55.3 59.3 63.2 66.5

Interest cover (x) 8.8 (46.6) (13.8) (9.4)
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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  
(ii) 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 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
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 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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