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Divesting non-core lands 

SP Setia’s 9M19 results were above market expectations but below ours. 

Net profit fell 47% yoy to RM301m in 9M19, mainly due to lower 

exceptional gains. Core net profit increased 9% yoy to RM201m in 9M19, 

driven by higher progress billings. We cut our core 2019-21E EPS by 17-

31% to reflect a slower sales recovery and higher operating and tax 

expenses. Its current core 2020E PER of 17x is not attractive but valuation 

is supported by a Price/book of 0.5x. We reiterate our HOLD call with a 

lower TP of RM1.48, based on a higher 50% discount to our revised RNAV 

of RM2.96. 
 

Below our expectation 

Net profit of RM301m (-47% yoy) in 9M19 comprised 91% of the consensus 

full-year forecast of RM330m and 78% of our previous estimate of RM388m. 

However, core net profit of RM201m in 9M19 was only 62% of our previous 

full-year forecast of RM325m. We were surprised by the high operating and 

tax expenses. 
 

Boost from land sales and forex gains 

Revenue jumped 22% yoy to RM3.13bn in 9M19, mainly driven by land sale 

revenue of RM0.54bn. Excluding land sales, we estimate revenue increased 

9% yoy for its core property development operation. PBT fell 35% yoy to 

RM0.51bn in 9M19 due to the lower exceptional and unrealised forex gains. 

The unrealised forex gain of RM41m (+58% yoy) in 9M19 resulted from the 

translation of GBP-denominated loans. There was a fair-value gain of 

RM0.34bn in 9M19 from the re-measurement of its original 50% stake in the 

Setia Federal Hill project. Land and investment sale gains contributed 

RM59m of net exceptional gains in 9M19. 
 

Sequentially weak operating performance 

Core net profit grew 9% yoy to RM201m in 9M19, mainly driven by higher 

progress billings for its ongoing projects and lower interest expense. Core 

net profit fell 29% qoq and 37% yoy to RM48m in 3Q19, mainly due to lower 

revenue and higher minorities. 
 

Maintain HOLD call 

Prospects for SP Setia remain challenging due to the slow property market 

recovery. We cut our RNAV/share estimate to RM2.96 from RM3.23 

previously to reflect a lower DCF value for its property projects. Based on a 

higher 50% discount (increased from 40% previously) to RNAV, we reduce our 

TP to RM1.48 from RM1.94 previously. The higher discount reflects the 

elevated earnings forecasts risk. 
 

Earnings & Valuation Summary 

FYE 31 Dec 2017 2018 2019E 2020E 2021E 
Revenue (RMm) 4,287.8  3,593.6  3,809.4  3,853.9  4,218.3  
EBITDA (RMm) 1,068.2  678.9  575.5  778.6  892.3  
Pretax profit (RMm) 1,337.9  990.5  614.6  528.1  598.2  
Net profit (RMm) 904.1  671.0  369.2  321.5  364.1  
EPS (sen) 21.6  12.7  9.1  8.0  9.0  
PER (x) 6.3  10.6  14.8  17.0  15.0  
Core net profit (RMm) 904.7  235.7  269.3  321.5  364.1  
Core EPS (sen) 22.7  6.2  6.7  8.0  9.0  
Core EPS growth (%) (23.0) (72.9) 8.1  19.4  13.3  
Core PER (x) 5.9  21.9  20.3  17.0  15.0  
Net DPS (sen) 15.5  8.6  5.5  4.8  5.4  
Dividend Yield (%) 11.5  6.3  4.1  3.5  4.0  
EV/EBITDA (x) 6.3  20.0  24.5  16.4  13.5  
Chg in EPS (%)  (17.1) (20.4) (30.5) 
Affin/Consensus (x)    1.1  0.8  0.6  

Source: Company, Bloomberg, Affin Hwang forecasts 
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Price Performance 

 1M 3M 12M 
Absolute 2.3% -24.6% -32.5% 
Rel to KLCI -0.3% -24.8% -28.7% 

 

Stock Data 

Issued shares (m) 4,043 
Mkt cap (RMm)/(US$m) 5,457/1,314 
Avg daily vol - 6mth (m) 3.2 
52-wk range (RM) 1.18-2.62 
Est free float 19.5% 
BV per share (RM) 2.99 
P/BV (x) 0.5 
Net cash/ (debt) (RMm) (3Q19) (7,963) 
ROE (2019E) 1.9% 
Derivatives RCPS-i A 
 RCPS-i B 
Shariah Compliant Yes 

 

Key Shareholders  

Yayasan Pelaburan Bumiputra 25.2% 
Skim Amanah Saham Bumiputra 24.2% 
Employees Provident Fund  12.0% 
KWAP 8.1% 

Source: Affin Hwang, Bloomberg 
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Lagging sales 

SP Setia achieved sales of RM3.07bn in 9M19, 4% yoy lower compared to 

RM3.21bn in 9M18. Domestic sales contributed 85% of the total, while 

overseas projects (Singapore, Vietnam and Australia) contributed the 

balance. RM2.71bn worth of properties were launched in 9M19 with another 

RM2.17bn planned launches in 4Q19. Management maintained its 

RM4.55bn sales target in 2019, which was revised down from RM5.65bn 

previously following the 2Q19 results. 
 

Key risks 

Upside risk: a rebound in property demand; downside risk: a sustained property 

market slowdown in Malaysia. 
 

Fig 1: Results comparison 

FYE 31 Dec (RMm) 3Q18 2Q19 3Q19 QoQ 
% chg 

YoY 
% chg 

9M18 9M19 YoY 
% chg 

Comment 

Revenue  993.0  1,335.7  932.1  (30.2) (6.1) 2,574.5  3,132.7  21.7  Higher revenue mainly 
due to land sale revenue 
of RM536m from disposal 
of former British 
Embassy, Kuala Langat 
and Klebang lands. 

Operating costs (769.6) (1,166.4) (771.4) (33.9) 0.2  (2,041.4) (2,605.2) 27.6  High holding costs for 
disposed lands charged 
as cost of sales. 

EBITDA  223.4  169.3  160.7  (5.1) (28.1) 533.0  527.5  (1.0)   

EBITDA margin (%) 22.5  12.7  17.2  4.6ppt -5.3ppt 20.7  16.8  -3.9ppt   

Depreciation (6.4) (7.3) (7.2) (1.7) 12.9  (17.7) (21.2) 20.0    

EBIT  217.1  162.0  153.5  (5.3) (29.3) 515.4  506.3  (1.8)   

Interest income 26.1  31.1  27.5  (11.5) 5.4  98.8  83.8  (15.2)   

Interest expense (66.4) (61.2) (59.8) (2.2) (9.9) (199.5) (177.3) (11.2) Normalisation of interest 
expense as I&P financing 
cost is capitalised. 

Associates  (8.8) 0.5  (2.9) n.m (67.0) (13.1) (3.9) (70.3) Losses for its Battersea 
Power Plant project as 
there were no completion 
of units in 9M19. 

Forex gain (loss)  (11.0) 35.3  37.8  7.1  n.m 26.0  41.0  57.6  Unrealised forex gain on 
UK loans. 

Exceptional gain (0.0) 35.9  23.0  (35.8) n.m 358.8  58.9  (83.6) Land sale gains of 
RM53.8m in 9M19. 

Pre-tax profit  157.0  203.7  179.1  (12.1) 14.1  786.4  508.8  (35.3)   

Core pre-tax profit 168.0  132.5  118.3  (10.7) (29.6) 401.6  409.0  1.8    

Taxation (58.6) (53.6) (39.6) (26.1) (32.4) (116.3) (141.5) 21.7    

Tax rate (%) 37.3  26.3  22.1  -4.2ppt -15.2ppt (14.8) (27.8) -13.0ppt   

Minority interests (24.1) (11.4) (30.6) 169.4  26.9  (73.6) (66.8) (9.2)   

Perpetual bonds (9.1) 0.0  0.0  0.0 (100.0) (27.1) 0.0  (100.0)   

Net profit  65.2  138.7  108.9  (21.5) 67.1  569.4  300.5  (47.2) Above market 
expectations but below 
ours. 

EPS (sen) 1.7  1.8  1.1  (41.4) (36.5) 14.1  4.2  (70.1)   

Core net profit  76.2  67.6  48.1  (28.8) (36.9) 184.6  200.6  8.7  Below our expectation. 
Excludes one-off items 
and forex impact. 

Source: Affin Hwang, Company 
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Fig 2: Change in RNAV and target price 

Project location Land size GDV New NPV Old NPV Change 

  (acres) (RMm) (RMm) (RMm) (%) 

Central region 2,777 48,966 7,076 7,234 (2) 

Northern region 150 4,698 1,059 1,367 (23) 

Southern region 863 6,841 1,427 1,742 (18) 

Eastern region 47 1,501 257 283 (9) 

Overseas 555 43,824 713 754 (5) 

Total revalued land 4,391 105,829 10,531 11,380 (7) 

I&P valuation   7,400 7,400 0  

New land bank acquired in 2018   1,816 2,352 100  

Investment properties   1,991 2,059 (3) 

Total RNAV   21,738 23,192 (6) 

Net cash/(debt)   (7,963) (8,200) (3) 

RNAV   13,775 14,992 (8) 

Number of shares   4,647 4,647 0  

RNAV/share (RM)   2.96 3.23 (8) 

Target price @ 50% discount to RNAV (RM)     1.48 1.94 (23) 
Source: Affin Hwang, Company 
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Important Disclosures and Disclaimer 

 

Equity Rating Structure and Definitions 

      

BUY Total return is expected to exceed +10% over a 12-month period 

HOLD Total return is expected to be between -5% and +10% over a 12-month period 

SELL Total return is expected to be below -5% over a 12-month period 

NOT RATED Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company.  Report is intended as information 

only and not as a recommendation 

The total expected return is defined as the percentage upside/downside to our target price plus the net dividend yield over the next 12 months. 
 

OVERWEIGHT Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12 months  

NEUTRAL Industry, as defined by the analyst’s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months 

UNDERWEIGHT Industry, as defined by the analyst’s coverage universe is expected to under-perform the KLCI benchmark over the next 12 months 

 

This report is intended for information purposes only and has been prepared by Affin Hwang Investment Bank Berhad (14389-U) (“the Company”) based on sources believed 
to be reliable and is not to be taken in substitution for the exercise of your judgment. You should obtain independent financial, legal, tax or such other professional advice, 
when making your independent appraisal, assessment, review and evaluation of the company/entity covered in this report, and the extent of the risk involved in doing so, 
before investing or participating in any of the securities or investment strategies or transactions discussed in this report. However, such sources have not been independently 
verified by the Company, and as such the Company does not give any guarantee, representation or warranty (expressed or implied) as to the adequacy, accuracy, reliability 
or completeness of the information and/or opinion provided or rendered in this report. Facts, information, estimates, views and/or opinion presented in this report have not 
been reviewed by, may not reflect information known to, and may present a differing view expressed by other business units within the Company, including investment 
banking personnel and the same are subject to change without notice. Reports issued by the Company, are prepared in accordance with the Company’s policies for managing 
conflicts of interest. Under no circumstances shall the Company, be liable in any manner whatsoever for any consequences (including but are not limited to any direct, 
indirect or consequential losses, loss of profit and damages) arising from the use of or reliance on the information and/or opinion provided or rendered in this report. Under 
no circumstances shall this report be construed as an offer to sell or a solicitation of an offer to buy any securities. The Company its directors, its employees and their 
respective associates may have positions or financial interest in the securities mentioned therein. The Company, its directors, its employees and their respective associates 
may further act as market maker, may have assumed an underwriting commitment, deal with such securities, may also perform or seek to perform investment banking 
services, advisory and other services relating to the subject company/entity, and may also make investment decisions or take proprietary positions that are inconsistent with 
the recommendations or views in this report. The Company, its directors, its employees and their respective associates, may provide, or have provided in the past 12 months 
investment banking, corporate finance or other services and may receive, or may have received compensation for the services provided from the subject company/entity 
covered in this report. No part of the research analyst’s compensation or benefit was, is or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. Employees of the Company may serve as a board member of the subject company/entity covered in this report. 
 
Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not 
have liability for any damages of any kind relating to such data. 
 
This report, or any portion thereof may not be reprinted, sold or redistributed without the written consent of the Company. 
 
 
This report is printed and published by: 
Affin Hwang Investment Bank Berhad (14389-U)  
A Participating Organisation of Bursa Malaysia Securities Berhad 
 
22nd Floor, Menara Boustead, 
69, Jalan Raja Chulan, 
50200 Kuala Lumpur, Malaysia. 
 
T : + 603 2142 3700 
F : + 603 2146 7630 
research@affinhwang.com  
 
www.affinhwang.com 

 

 


