AmInvestment Bank (SURIA MK EQUITY, SURLKL)

Brought to you by BURSA MALAYSIA

RISE (Research Incentive Scheme)
TRANSPORTATION & LOGISTICS

SURIA CAPITAL HOLDINGS

13 April 2023

Short-term headwinds

Company report

Julian Soo, CFA

s00.sheng-cheong@ambankgroup.com

03-2036 2298

HOLD

(Maintained)

Rationale for report: Company Update

Investment Highlights

Price RM1.24
Fair Value RM1.15
52-week High/Low RM1.29/RM0.99
Key Changes
Fair value =4
EPS &
YE to Dec FY22 FY23F FY24F FY25F
Revenue (RM mil) 3026 7180 3426 3542
Core net profit (RM mil) 48.9 48.5 495 50.8
FD Core EPS (sen) 14.1 14.0 14.3 14.7
FD Core EPS growth (%) (17.1) (0.8) 21 26
Consensus Net Profit (RM mil) - 50.6 519 50.8
DPS (sen) 1.5 49 5.0 5.1
PE (x) 8.8 8.8 8.7 8.4
EV/EBITDA (x) 3.3 6.1 4.0 39
Div yield (%) 1.2 4.0 4.0 41
ROE (%) 5.1 41 4.0 4.0
Net Gearing (%) nm 29.5 276 25.9
Stock and Financial Data
Shares Outstanding (million) 345.8
Market Cap (RM mil) 428.8
Book Value (RM/share) 3.41
P/BV (x) 04
ROE (%) 5.1
Net Gearing (%) -
Major Shareholders Warisan Harta (45.4%)
Urusharta Jamaah (4.1%)
Yayasan Sabah (3.7%)
Free Float 46.8
Avg Daily Value (RM mil) 0.1
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We maintain HOLD on Suria Capital with an unchanged
DCF-derived fair value (FV) of RM1.15/share. Our FV
implies a FY23F PE of 8.2x, which is close to its 5-year
average PE of 8.5x. There is no FV adjustment for ESG
based on our 3-star rating.

We are cautious on the short-term outlook for Suria’s
port operations. The export volume index fell 13% to
149.5 points in Feb 2023 from 171.4 points in Dec 2022.
Likewise, the import volume index fell 10% to 164.1
points in Feb 2023 from 182.1 points in Dec 2022 (Exhibit

1).

Exports of palm oil from East Malaysia were 19% lower at
1.9mil tonnes in 1QFY23 against 2.3mil tonnes in 4QFY22.
Although East Malaysia’s exports of palm oil declined
QoQ in 1QFY23, this was within expectations as palm oil
production is usually seasonally weaker in 1Q. On a
positive note, exports were 5% higher than 1.8mil tonnes
in 1QFY22 (Exhibit 2).

Despite the short-term headwinds, we are optimistic on
the long-term outlook for Sabah, which is a key palm oil
and crude oil producing state.

Also, the relocation of manufacturing bases by
multinational companies out of China to Southeast Asia
bodes well for the growth of Sapangar Bay Container Port
as a premier transhipment hub for the
Brunei-Indonesia-Malaysia-Philippines East ASEAN
growth area.

We also think the strategic collaboration with DP World,
which will undertake the management and operations of
Sapangar Bay Container Port, is positive as it would
allow Suria to tap into the vast resources of DP World.
The specifics of the collaboration are still under
negotiation.

On Suria’s Sapangar Bay Integrated Port, Sapangar Bay
Container Port (SBCP)’s expansion works are scheduled
for completion in 2025F. Upon completion, the port’s
handling capacity will increase by 2.5x to 1.25mil TEUs
from 500k TEUs annually. Meanwhile, the expansion of
Sapangar Bay Oil Terminal (SBOT) will be completed in
Sep 2023. This will allow SBOT to handle 2 vessels at one
time (Exhibit 3).
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e Arerating catalyst would come from a revision of port tariffs, which have been unchanged in the past 35

years. Suria has submitted request for a review of its tariff rates, and it was approved in principle by the
State Cabinet since 2020 for implementation at a later date, which remains uncertain at this stage.

Additionally, negotiations with the Sabah state government for a 30-year extension to the current
concession has commenced. As a recap, the current concession is expected to end in 2034.

Suria currently trades at a fair FY23F PE of 8.5x, at parity to its 5-year historical average, and offers a
decent dividend yield of 4%.

EXHIBIT 1: EXTERNAL TRADE VOLUME INDEX (2010 = 100)
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EXHIBIT 2: QUARTERLY EXPORT OF PALM OIL BY PORT
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EXHIBIT 3: SAPANGAR BAY INTEGRATED PORT

SBCP
Initial Phase

: Sapangar Bay Container Port
Sapangar Bay Conventional Cargo Terminal
: Sapangar Bay OIll Terminal

EXHIBIT 4: PB BAND CHART

EXHIBIT 5: PE BAND CHART
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EXHIBIT 6: ESG RATING
Overall * * *
Zero-carbon initiatives * * * *
Pollution control * * * *
Sustainable industrialisation * * *
Diversity and inclusion * * *
Employee welfare * * * *
Corporate social responsibilites % * * *
Accessibility and transparency * *
Supply chain auditing * *

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on fundamental fair value based
on the overall ESG rating as appraised by us, from 1-star to 5-star

Source: Aminvestment Bank

Aminvestment Bank Bhd
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EXHIBIT 7: FINANCIAL DATA

Income Statement (RM mil, YE 31 Dec) FY21 FY22 FY23F FY24F FY25F
Revenue 251.3 302.6 718.0 342.6 354.2
EBITDA 115.7 115.0 129.2 191.6 194.3
Depreciation/Amortisation (48.6) (59.4) (62.7) (82.0) (85.9)
Operating income (EBIT) 67.1 55.6 66.4 109.6 108.4
Other income & associates - - - - -
Net interest 10.9 1.6 (2.6) (44.5) (41.5)
Exceptional items (19.4) 10.6 - - -
Pretax profit 58.6 67.8 63.8 65.2 66.9
Taxation (19.1) (8.3) (15.3) (15.6) (16.0)
Minorities/pref dividends - - - - -
Net profit 395 59.5 48.5 49.5 50.8
Core net profit 59.0 48.9 48.5 49.5 50.8
Balance Sheet (RM mil, YE 31 Dec) FY21 FY22 FY23F FY24F FY25F
Fixed assets 859.3 882.8 1,301.5 1,318.5 1,336.5
Intangible assets - - - - -
Other long-term assets 219.0 288.9 288.9 288.9 288.9
Total non-current assets 1,078.3 1,171.7 1,590.4 1,607.4 1,625.4
Cash & equivalent 79.9 115.0 187.8 159.8 134.7
Stock 10.6 295 9.3 9.5 9.8
Trade debtors 115.8 34.6 73.4 75.0 76.9
Other current assets 115.2 136.4 136.4 136.4 136.4
Total current assets 321.5 315.5 407.0 380.8 357.7
Trade creditors 12.7 9.2 91 91 9.3
Short-term borrowings - 94 301.9 279.0 251.7
Other current liabilities 53.2 57.4 57.4 57.4 57.4
Total current liabilities 65.8 76.0 368.5 345.5 324.5
Long-term borrowings 10.3 56.4 2425 2241 207.0
Other long-term liabilities 191.0 176.5 176.5 176.5 176.5
Total long-term liabilities 201.3 232.8 419.0 400.6 383.5
Shareholders’ funds 1,132.7 1,178.4 1,209.9 1,242.1 1,275.2
Minority interests - - - - -
BV/share (RM) 3.28 341 3.50 3.59 3.69
Cash Flow (RM mil, YE 31 Dec) FY21 FY22 FY23F FY24F FY25F
Pretax profit 58.6 67.8 63.8 65.2 66.9
Depreciation/Amortisation 48.6 59.4 62.7 82.0 85.9
Net change in working capital 0.3 (37.0) (18.6) (1.8) (1.9
Others (32.5) (21.9) (12.7) 288 254
Cash flow from operations 75.0 68.3 95.2 1741 176.3
Capital expenditure (35.2) (34.2) (481.4) (99.0) (103.9)
Net investments & sale of fixed assets (17.0) (40.4) - - -
Others 6.5 1.6 34 5.6 48
Cash flow from investing (45.7) (73.0) (477.9) (93.3) (99.1)
Debt raised/(repaid) (8.4) 495 478.6 (41.4) (38.3)
Equity raised/(repaid) - - - - -
Dividends paid (13.1) (8.6) (17.0) (17.3) (17.8)
Others (13.5) (3.8) 6.1) (50.1) (46.3)
Cash flow from financing (35.0) 37.0 455.6 (108.8) (102.3)
Net cash flow (5.8) 324 72.9 (28.1) (25.1)
Net cash/(debt) b/f 65.7 59.9 92.3 165.2 1371
Net cash/(debt) c/f 59.9 92.3 165.2 1371 112.0
Key Ratios (YE 31 Dec) FY21 FY22 FY23F FY24F FY25F
Revenue growth (%) 10.2 204 137.3 (52.3) 34
EBITDA growth (%) 18.3 (0.6) 12.3 48.3 14
Pretax margin (%) 233 224 8.9 19.0 18.9
Net profit margin (%) 15.7 19.7 6.8 14.5 14.3
Interest cover (x) nm nm 254 25 26
Effective tax rate (%) 325 12.3 240 240 240
Dividend payout (%) 35.0 8.7 35.0 35.0 35.0
Debtors turnover (days) 151 91 27 79 78
Stock turnover (days) 14 24 10 10 10
Creditors tumnover (days) 18 13 5 10 10

Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to
buy or sell any real estate, securities, stocks, foreign exchange, futures or investment products. AmInvestment recommends
that you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek
financial, legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constitute Aminvestment'’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of Aminvestment's affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees, and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.

This report has been prepared by Aminvestment pursuant to the Research Incentive Program under Bursa Research Incentive
Scheme (“Bursa RISE”) administered by Bursa Malaysia Berhad. This report has been produced independent of any influence
from Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of companies disclaim any and all
liability, howsoever arising, out of or in relation to the administration of Bursa Research Incentive Program and/or this report.
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