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SECTOR UPDATE 
Property – Malaysia 
A Muted Year Ahead; Stay Selective Amid Market Turbulence 
Developers’ earnings rebounded strongly in 4Q21 as the economy reopens. 2021’s 
sales were 45% stronger yoy, while 2022’s flattish sales targets reflect a more 
cautious outlook amid the absence of HOC. More aggressive launches in 2022 could 
again hurt developers’ balance sheets. We do not expect market rotation could 
excite the sector amid a lack of catalysts and lingering long-term issues. Maintain 
MARKET WEIGHT, stay selective. Top pick: Matrix for defensive shelter (7% yield) 
amid market volatility. 

WHAT’S NEW 
• 4Q21: Earnings rebounded strongly qoq as economy reopens. In 4Q21, the property 

sector’s (under our coverage) earnings rebounded 171% yoy with improved progress 
billings as construction activities were accelerated after the lockdown. Yoy, the sector saw 
7% earnings decline due to operational loss from Mah Sing’s glove manufacturing and as 
Sunway’s 4Q20 earnings were boosted by lumpy earnings from its Singapore project. Full-
year 2021 earnings of RM1.06b represent an 8% yoy growth. 

• Strong 2021 sales; 2022’s targets reflect normalisation. In 2021, all developers under 
our coverage have surpassed their full-year sales targets (RHS table). In particular, 4Q21’s 
sales recovered sequentially given: a) economic reopening-fuelled pent-up demand, b) front 
loading purchases before the Home Ownership Campaign (HOC) ends, and c) inventories 
clearance by developers via price discount/freebies. After a 45% yoy improvement, most of 
the developers were expecting a muted sales growth in 2022 (RHS chart). This reflects 
developers’ more cautious outlook in the property market amid: a) the end of HOC, b) lack 
of the government’s supportive measures, and c) interest rate hike. With that, we expect a 
base normalisation on sales or potentially a contraction in 2022, as seen in dropping loan 
applications and approvals value (RHS chart). 

• More aggressive launches in 2022 could re-exacerbate overhang issue. For 9M21, the 
total unsold units for residential properties eased 5% yoy after being stagnant at the 
elevated level since 2018 (RHS chart). This was attributable to developers’ focus on 
clearing inventories and prudent launches in 2021, which saw most developers reporting 
improved balance sheet position (table overleaf). Having said that, their aggressive launch 
plans (RHS table) may re-exacerbate the overhang issue in Malaysia, given the lack of 
organic demands. This, we think, may continue to pressure property pricing and it could 
eventually hurt developers’ margin and balance sheet. 

ACTION 
• Maintain MARKET WEIGHT, stay selective. We do not foresee the market rotation (from 

high PE stocks) could excite the property sector (deemed as value stocks). For one, 2022 
could be a tough year for developers to spur sales without the HOC. Secondly, back-testing 
suggests the sector could underperform when interest rates hike. Finally, the improving 
ROE (from a low base) might be insufficient to re-rate the sector’s valuation (charts 
overleaf) amid lingering structural issues and the risk of worsening balance sheets (amid 
aggressive launches in 2022). 

• Nevertheless, we believe developers that demonstrated resilient earnings base, have 
strong/improved balance sheet, and offer attractive dividend yield (4-7%) could be a shelter 
for investors amid market volatility. We take the opportunity to lower the discount to RNAV 
for Matrix Concepts Holdings (BUY/Target: RM2.70) and Eco World Development 
(HOLD/Target: RM0.95). Our top pick remains Matrix Concepts Holdings.  

 MARKET WEIGHT 
(Maintained) 
 
SECTOR TOP PICKS 
Top pick Rec Target Price (RM) P/B (x) PE (x) 
MCH MK BUY 2.70 0.9 6.8 
SWB MK BUY 2.25 0.8 12.9 
Source: Bloomberg, UOB Kay Hian 

2021 CORE NET PROFIT  

 
2020 

(RMm) 
2021 

(RMm) 
yoy % 
chg Results 

EcoWorld* 234.0 240.0 2.6 Above 
Mah Sing 62.1 106.2 71.0 In Line 
Matrix Concept 239.9 242.7 1.2 In Line 
SP Setia 198.4 295.3 48.8 Above 
Sunway Bhd 384.3 297.3 -22.6 In Line 
UEM Sunrise -137.5 -118.8 -13.6 Below 
Sector  981.2 1,062.7 8.3  
*Year ended 31 Oct 
^Year ended 31 Mar, reflect Calendar Year net profit 
Source: Respective companies, UOB Kay Hian 
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2021 

(RMm) 
yoy % 
chg 

2021 
target 

% of 
target 

EcoWorld 3,500 52 2,875 121.7 
Mah Sing 1,600 45 1,600 100.0 
Matrix Concepts^ 1,340 37 1,100 121.8 
Sime Prop 3,000 50 2,400 125.0 
SP Setia 4,260 11 3,800 112.1 
Sunway Bhd 2,610 101 1,900 137.4 
UEM Sunrise 1,458 100 1,200 121.5 
Total 17,768 45.3   

^Year ended 31 Mar, reflect Calendar Year sales 
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PEER COMPARISON 
Company Tickers Rec Share Price Target Market Cap ------------- P/B ------------- ------------ PE ------------ Div Yield ROE Net Margin 
   8 Mar 22 (RM) Price (RM) (RMm) FY22F (x) FY23F (x) FY22F (x) FY23F (x) FY22F (%) FY22F (%) FY22F (%) 
EcoWorld Development ECW MK HOLD 0.970 0.95 2,856.0 0.6 0.6 12.7 13.3 3.9 4.7 9.0 
Mah Sing Group MSGB MK HOLD 0.64 0.70 1,553.7 0.4 0.4 9.7 9.9 3.8 3.8 7.1 
Matrix Concepts* MCH MK BUY 2.28 2.70 1,902.0 1.0 0.9 7.8 6.9 7.2 13.0 21.1 
Kerjaya Prospek Property KPPROP MK BUY 0.595 1.00 264 1.0# 0.8# 7.6# 5.1# 0.0 15.5 18.0 
SP Setia  SPSB MK HOLD 1.14 1.35 4,637.5 0.3 0.3 11.6 12.4 1.7 2.8 9.7 
Sunway Berhad SWB MK BUY 1.69 2.25 8,262.5 0.7 0.6 17.4 13.0 3.1 3.9 10.7 
UEM Sunrise   UEMS MK SELL 0.305 0.300 1,542.8 0.2 0.2 (75.3) 52.6 0.0 n.a (1.6) 
Sime Darby Property* SDPR MK NR 0.630 n.a. 4,285 0.4 0.4 15.2 13.2 2.8 2.7 9.7 
Average      0.6 0.5 n.m. 15.8 2.8 6.6 10.5 
*Year-end 31 Mar 21, reflects actual FY21 earnings.  #fully diluted.    
Source: UOB Kay Hian 
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• An unexciting year ahead. As mentioned without incentives to spur buying interest on big 
ticket items, we think weak fundamentals (such as supply gluts and deteriorating affordability) 
would continue to pressure pricing. After an anticipated strong earnings recovery in 1H22 - 
spilled over from strong sales in 4Q21 and the resumption of construction activities after the 
lockdown – we believe developers’ earnings could taper off from 2H22. The sector is trading 
at 1SD below its five-year mean P/B. Without notable near-term catalysts for the year, we 
deem the current valuation fair as long-term structural concerns are not expected to be 
resolved anytime soon. 

• Matrix Concepts Holdings (MCH MK/BUY/Target: RM2.70) (from RM2.50). We like Matrix 
given its: a) above-industry margin and ROE, b) resilient earnings base, c) strong balance 
sheet (0.04x net gearing), and d) sustainable dividend yield. We believe its attractive 7% yield 
could be a defensive shelter amid market volatility, and its strong value propositions should 
propel it to trade at a higher multiple. That said, we have lowered our discount to RNAV/share 
from 35% to 30%, or pegged to 1.1x FY23F P/B (0.5SD above its five-year historical mean 
P/B).  

• Eco World Development (ECW MK/HOLD/Target: RM0.95) (from RM0.80). We like 
management’s concerted efforts to drive sales and moderate its net gearing level. After 
achieving RM3.5b sales in 2021, ECW will continue to focus on innovative launches and 
industrial products to maintain a RM3.5b sales target for FY22. With ECW’s continuous efforts 
to reduce inventories and cut costs, its net gearing has lowered to 0.44x (from 0.62x). Given 
an improving balance sheet and ROE (vs historical level) outlook (chart overleaf), we have 
lowered our discount to RNAV/share from 70% to 65%, or pegged to 0.6x FY22F P/B (its five-
year mean P/B).  

ESSENTIALS 
• Mortgage application and approval value dropped in Jan 22. Mortgage application and 

approval value dropped 22% and 13% mom respectively in Jan 22. This could be the impact 
of the end of the HOC. Approval rate was higher in Jan 22 at 40% (+4ppt mom) amid backlog 
loan approvals due to earlier lockdowns. However, mortgage approval rate remained flattish at 
35% in 2021 - the lowest historically albeit mortgage application and approval value rising 
31% yoy respectively.  

• Developers may drive sales at the expense of margin. For residential homes priced from 
RM500,000-1m, buyers could enjoy cash savings of about RM11,275-28,550, or 2.3-2.9% of 
the total purchase price from the stamp duty exemption under the HOC. Local projects eligible 
for the HOC account for about 50-80% of property sales for developers under our coverage in 
2021. Without the HOC as a push factor (especially for first time home buyers), developers 
would still be able to drive sales but could be at the expense of margins by cutting selling 
prices, absorbing stamp duty fees, giving out freebies, etc.  

• The window of opportunity. We believe there are opportunities arising from the demand for 
industrial land, driven by strong global demand for electronics devices, healthcare 
pharmaceuticals, e-commerce, etc. This has sped up demand from local supply chains such 
as electronic manufacturers and semiconductors. Due to the ongoing global economy 
recovery and US-China trade diversion, it should accelerate multinational companies’ 
production relocation plans as evident in the rebound of Foreign Direct Investment approvals 
over 9M21 at RM106.1b (+135% yoy). We believe companies like SIME Darby Property, Eco 
World, and AME Elite with large landbank in the industrial space could benefit. 

• Market could start pricing in a rate hike in 2022. Historically, residential properties’ 
transacted volume has trended in tandem with mortgage approval value. Our back testing 
suggests mortgage approval values were lower (or negative growth) after interest rate hikes. 
This led to underperformance of the sector in 2005-06 and 2010-11 relative to the KLCI (-5% 
to -20%). While UOB projected two rate hikes in 2022, we believe the market could start 
pricing in more rate hikes thereafter, in tandem with the US bond tapering effect. The sector 
could underperform as consumers’ sentiments towards big-ticket items may fade. 

• Long-term fundamentals remain unexciting. The sector’s long-term growth prospects could 
continue to be clouded by structural issues such as unresolved supply glut and deteriorating 
affordability. Sluggish income growth, rapid urbanisation and expanding wealth inequality are 
the key reasons properties have become unaffordable. Household debt-to-GDP hit a new 
peak in 2020-21, which further put homes out of reach for most Malaysians, especially the 
rural population. Moreover, our median home-price-to-income ratio also deteriorated. 

2021 SALES ACHIEVED AND 2022 SALES TARGET*
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*Only local projects 
Source: Respective Companies, UOB Kay Hian 

ANNUAL PLANNED LAUNCHES 
 2020(RMm) 2021(RMm) yoy % chg 
Mah Sing 1,400 2,400 71.4 
Matrix Concepts* 781 1,239 58.6 
Sime Prop 3,700 2,800 (24.3) 
SP Setia 2,240 3,881 73.3 
Sunway Bhd 1,120 1,381 23.3 
UEM Sunrise 550 2,508 356.0 
*Reflect FY22/23 
Source: Respective companies, UOB Kay Hian 

INVENTORY DROPPED FROM ELEVATED LEVEL 
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Source: BNM, UOB Kay Hian 

MORTGATE APPLICATION AND APPROVAL IN JAN 22
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Source: BNM, CEIC, UOB Kay Hian 

KEY ASSUMPTION 
(%) 2020 2021 2022F 2023F 
Revenue Growth -28.7 11.3 16.2 10.4 
EBIT Margin 10.6 13.0 14.0 13.0 
Net Profit Growth -41.6 8.3 38.5 -0.9* 
Net Margin 8.0 7.8 8.9 8.5 

*Exclude Sunway due to lumpy earnings from Singapore project 
Source: Respective companies, UOB Kay Hian 
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DEVELOPERS’ BALANCE SHEET POSITON (2020 VS 2021) 

--------------------- Inventories (RMm)--------------------- ------------------------ Net Gearing (x)------------------------ ------------------- Cash Balance (RMm)------------------- 
2020 2021 2020 2021 2020 2021 

EcoWorld* 710 609 0.61 0.44 456 785 
Mah Sing 747 729 0.25 0.33 1,063 1,016 
Matrix Concepts^ 142 47 0.06 0.04 281 163 
Sime Darby Prop 574 330 0.28 0.25 801 909 
SP Setia 1,096 1,049 0.61 0.59 2,919 3,071 
Sunway Bhd^^ n.a. n.a. 0.51 0.45 2,238 2,814 
UEM Sunrise 468 397 0.40 0.50 1,301 858 
Average 623 527 0.39 0.37 1,294 1,374 

*Reflect FY22/23 
Source: Respective Companies, UOB Kay Hian 
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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 
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analyses or reports only to the extent required by law.  
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