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13 September 2023 

Sun International 
 

1H23: Leisure normalising despite a weak 
backdrop, earnings upgraded 
 

#themes: SunBet, leisure normalisation, load-shedding, payout raised 

• Sun International reported a robust FY23, driven by a surge in online betting, foreign tourism 

recovery, and resilient domestic consumer spending on leisure activities, despite pressure on 

consumer disposable income and load-shedding challenges. Total income was up 11% y/y returning 

to pre-pandemic levels, however, EBITDA margins dipped by 150bps y/y to 27.2%, largely due to 

net diesel costs of R60m, which shaved off c. 100bps. Adj dHEPS was up 10.1% y/y to 194cps in 

line with mid-point of guidance (c. 195cps) but outperformed our implied 1H23 estimate of 175cps. 

Cash flow conversion remains strong, as ND/EBITDA was maintained at 1.8x, below the LT target of 

2x. DPS was up 68.2% as management expanded the dividend payout from 50% to 75%, delivering 

on the group’s commitment to grow dividends. 

• SunBet exceptional, tracking ahead of targets (GGR of R2bn by FY26E and >10% market share, Dec 

2022: 4.2%) with all key performance indicators (deposits, active players, unique players) 

performing well. Customer retention remains intact, as cohorts acquired pre-pandemic accounts 

make up at least of third of the active customer base. Sector growth remains robust, delivering c. 

30% to 50% y/y and management expects growth to continue its double-digit trajectory. EBITDA 

margins expanded to 30.2%, in line with global peers (c. 30% - 35%). However, the positive step 

change in margins was partly attributable to a deliberate decision to delay marketing spend into 

2H23E. Normalising for this translates to a margin of c. 25%, in line with medium-term targets. 

Expansion into Ghana, Zambia and Kenya is scheduled for 1H24E. 

• Resorts and Hotels reflects strong momentum supported by resilient domestic tourism, conferencing, 

and a recovery in international travel. Room occupancies are improving though lag 2019, while room 

rates are above 2019, in line with sector trends. EBITDA margins delivered a positive step change 

supported by sustainable cost efficiencies (eg. flexible movement of labour). 

• Urban casino income growth broadly in line with guidance of below (or on par with) CPI, though 

remains below pre-pandemic. The division is expected to exhibit low single growth (3% to 4%) over 

the medium term as management focuses on optimising casino floors to protect margins as casino 

operations are inherently high cash generative, even during phases of low growth. EBITDA margins 

contracted over the period by c. 150bps primarily due to increasing spend on diesel as the division 

consumes c. 80% of the group’s total diesel costs. Risks we have previously raised: 1) The 

parliamentary process surrounding the Smoking Bill faces challenges, as recent parliamentary 

discussions reflected a split decision. In our view, the bill is unlikely to pass in the short term. 2) 

Tsogo Sun applied to relocate to Helderberg in Strand, but management is of the view that the impact 

will not be severe; 3) Management is of the view that leveraging the Sun International stable could 

negate the effect of cannibalisation from online betting as promoting the group’s omni-channel 

strategy. 

• SunSlots impacted by load-shedding. Total income and LPMs growth turned marginally lower. 

Considering the recent intensification of load-shedding we expect roll-out growth to be muted for 

the remainder of FY23E likely delaying the achievement of full capacity. 

• We update our numbers to reflect the step change in Resorts and Hotels and SunBet. We estimate a 

fair value range of R52 to R65 (from R49 to R56), providing a total return of 43% to 78%, including 

a dividend yield of 10%. We forecast dHEPS of 479cps and 540cps in FY23E and FY24E 

respectively. Earnings are expected to improve aided by: 1) Further cost efficiencies and installation 

of alternative energy solutions (Sun City installed 1.4MW, Sibaya and Carnival 2.5MW in 4Q23, 

30MW – 40MW of battery storage solution given greenlight); 2) Ongoing tourism and conferencing 

recovery. Moreover, should gearing (ND/EBITDA) remain below 2x, a share buyback and/or special 

dividend may be triggered, in our view the latter likely favoured considering liquidity (free float). 

 

Relative price performance vs FTSE/JSE All Share 
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Free float (%) 59 

 

Historical performance relative to FTSE/JSE All Share 

(%) Performance over 1M 3M 12M 

Absolute (%) 12.4 0.6 24.2 

Relative (%) 16.1 3.5 18.0 

Source: FTSE/JSE All Share, SBG Securities Research 

The price relative chart measures performance against the South 

Africa FTSE/JSE All Share which closed at 74106 on 11 Sep 

2023 

 

Key forecasts Dec 20A Dec 21A Dec 22A Dec 23E Dec 24E Dec 25E 

Revenue (R m) 6,054 8,334 11,302 12,241 13,231 14,052 

EBITDA (R m) 936 1,685 3,306 3,712 4,080 4,397 

Adj. EPS (R) (10.45) 1.05 2.22 4.79 5.40 5.90 

Prev. Adj. EPS (R) (10.45) 1.05 2.22 4.42 4.92 5.52 

Dividend Yield (%) n/a n/a 9.5 9.2 10.4 11.3 

PE (adjusted) n/a 27.2 15.6 8.1 7.2 6.6 

EV/EBITDA (adjusted) 9.0 7.3 4.1 4.1 3.9 3.8 

Source: Company financials, SBG Securities estimates 
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Group Performance 

• Total income increased by 11.7% y/y to reach pre-pandemic levels (+3.6%) as 
leisure demand improves despite weaker disposable income an indication that the 
consumer is having an urge to go out. 

• The EBITDA margin decreased by 150 bps y/y to 27.2%, due to net diesel costs of 
R60 million, which shaved off c. 100 bps. The monthly diesel run rate is R13m. 

• Alternative energy solutions or back power:  
o All properties have generators, but alternative energy solutions are in progress.  
o Sibaya and Carnival will have solar plants with a capacity of 2.5 MW each by 4Q23.  
o The Maslow 1MW battery energy will be operational by the end of October 2023.  
o Management has been given the green light to purchase a 30 MW to 40 MW 

battery storage solution. 

• Interest charge was up 40.3% y/y due to a 3.5% increase in JIBAR. 

• Adj dHEPS was up 10.1% y/y to 194cps, in line with management guidance (c. 
195cps) and above analyst estimates (175cps). 

• Cash flow and capital allocation: 
o Cash conversion remains strong (CFO/Adj EBITDA - 1H23: c. 61% vs. 1H22: c. 

60%). 
o Dividend payout ratio was increased from 50% to 75%, resulting in an interim 

dividend of 148cps, up 68.2% y/y. This confirms management's commitment to 
growing dividends. 

o Gearing maintained at 1.8x (FY22: 1.8x) and below the long-term target of 2x. If 
the gearing ratio remains below 2x in the near term, management has indicated that 
it would like to buy back shares or pay a special dividend. We believe the probability 
of either of these two options occurring is significant, especially considering the 
pending two earnouts from Dreams S.A. The first payment (R247m) is likely to be 
made in March 2024, and the second payment (R740m) is due in 2026. 

• Outlook is positive. Earnings are expected to improve due to further cost efficiencies 
and installations of alternative energy solutions. Tourism and conferencing 
momentum is ongoing. Historically, 2H performs better than 1H. We estimate SUI is 
trading at a 12-month PE of 8.1x and a 12-month DY of 10%. 

 

 

 

 

Figure 1:  Income Contribution 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 2:  EBITDA Contribution 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 3:  Group – Total Income (% y/y) and EBITDA Margin 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 4:  ND/EBITDA and 12 Month Fwd. DY 

We believe SUI can maintain a gearing ratio below 2x 

 

Source: Company Data, SBG Securities analysis and estimates 
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SunBet (5% of group total income) 

• SunBet is currently experiencing a high growth phase and its operations are 
inherently self-funding and light on capital expenditure. Total income has surged by 
+138.4% year-on-year, placing it on track to achieve its FY26E target of R2bn GGR 
and capture c. >10% of the market share. In our estimates, we've chosen a 
conservative approach and decided to delay the target by a year to FY27E. 

• The EBITDA Margin has nearly tripled to 30.2%, a figure in line with global peers 
(at c. 30% to 35%). However, it's worth noting that the significant improvement in 
margins was partly due to a deliberate decision by management to postpone 
marketing expenditures until 2H. Even without the delay in marketing spending, 
margins would have stood at around 25%, aligning with its medium-term target. 

• All key performance indicators are showing robust performance: 
o The number of unique active players has grown by c. 8x y/y. 
o First-time depositors have increased by about 5.7x y/y. 
o Deposits have surged by roughly 3x. y/y, averaging R6.6m per day (as of July 

2023: 9.1m), with a conversion rate of 25%. 
o Player retention is strong, with cohorts acquired pre-pandemic accounting for 

at least one-third of the total active customer base. 

• This exceptional performance is primarily attributed to online slots, which were 
introduced in August 2022. This move has not only contributed significantly to 
revenue but has also diversified the customer base, which previously leaned heavily 
towards VIP customers. Currently, slots account for c. 58% of the total GGR, 
followed by live casino games at c. 22% and sports betting at around 21%. 

• The sector is in a high-growth phase, delivering growth rates of approximately 30% 
to 50%. Management anticipates continued double-digit sector growth over the 
next few years in South Africa. Expansion into Ghana, Kenya, and Zambia is slated 
for 1H24, promising another substantial boost in GGR. Additionally, we expect 
potential expansion in product offerings by provincial boards to further support GGR. 
Moreover, the online betting industry is anticipated to sustain double-digit growth 
in the medium term. 

 

 

 

 

 

 

 

Figure 5:  SunBet – GGR (ZARm) and % y/y 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 6:  SunBet – EBITDA (ZARm) and Margins (%) 

Marketing Spend delayed to 2H23, hence +ve step change in 1H23 

 

Source: Company Data, SBG Securities analysis and estimates 
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Resorts and Hotels (12.6% of group total income) 

• Total income returned to pre-pandemic levels (+19.3%) and was up double digits 
(+26.9% y/y), supported by resilient domestic leisure, conferencing, and strong 
recovery in international travel. 

• Room income was up 53% y/y (sector: +44% y/y), while food and beverage income 
was broadly in line with the sector (+34% y/y vs. sector: +37% y/y), benefiting 
from an improvement in average occupancy rates, up 900bps y/y to 63% but still 
lagging 2019 levels. Room rates are ahead of 2019 and increased by 15% y/y to 
R2,080, almost double the sector average room rates of R1,345, reflecting that SUI 
hotels are positioned towards the high-end market, which is more resilient. 

•  Resorts casino income was up double digits (+10% y/y), ahead of the sector (Jan-
Jun: +6.6% y/y), possibly benefiting from the strong recovery in tourism leisure 
demand. 

• EBITDA margins increased by 500bps y/y to 22%, benefiting from sustainable cost 
saving measures implemented during the pandemic, especially at Sun City. Further 
cost efficiencies are expected to drive margins towards the target of >24% by 
FY24E. 

• Sun City solar plant installed (1.4MW), reducing Sun City's area electrical demand 
by 14%. 

• Table Bay Hotel: Surge in international tourist demand supporting robust growth in 
occupancies and room rates. 

Outlook: Leisure and conferencing demand robust, and margins to reach the mid-term 

target 

•  We expect total income across segments in the division to deliver double-digit 
growth in FY23E/24E, supported by positive momentum in tourism, conferencing, 
and events. A weaker rand will attract international tourists and discourage outbound 
traffic, extending the exploration of domestic destinations by locals. Resorts casino 
has been outperforming urban casino due to its exposure to tourism, and we expect 
this trend to continue. 

• We anticipate seeing further EBITDA margin (pre-management fees) improvement 
in line with management and reach the medium-term target of 24% by FY24E. This 
will be supported by: 
o Solar plant installations ~ delivering c. 20% -25% return on CAPEX. 
o Further cost efficiencies, such as optimising the usage of labour. 
o The combination of a weaker rand and price increases as international tourist 

traffic continues. 

• Lastly, we expect inbound traffic to return to pre-pandemic levels by the end of 
2023 or early 2024. 

 

Figure 7:  Hotel rooms – total income % y/y (SUI versus 

Sector) 

 

Source: Stats SA, Company Data and SBG Securities analysis 

Figure 8:  Food and Beverage – total income % y/y (SUI 

versus Sector) 

 

Source: Stats SA, Company Data and SBG Securities analysis 

Figure 9:  Inbound traffic - On track to 2019 by 2023 

 

Source: Stats SA and SBG Securities analysis 

Figure 10:  Resorts and Hotels – Total Income % versus 2019 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 11:  Resorts and Hotels – EBITDA Margins (%) 

 

Source: Company Data, SBG Securities analysis and estimates 
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Urban Casino (57.3% of group income)  

• Total income was up 4.2% y/y, in line with management's expectations of below or 
at par with inflation (July: 4.7% y/y). Compared to 2019, it is the only division that 
remains below pre-pandemic levels but relatively in line with sector trends. (1H23: 
-9.1% vs. Sector: Jan-Jun: -5.1%). 
o Defended market share in key markets, KZN, GT, KZN and WC (combined 

accounts for c. over 60% of the sector’s GGR). 
o TimeSquare and Boardwalk, 3rd, and 7th largest gaming operating in the group 

– delivered a positive turnaround. 
o Casinos in smaller towns remain impacted by local economic conditions. 

• EBIT margin was down 150 bps y/y to 34.7%, mostly due to higher diesel costs. 
The urban casino division consumes about 80% of the group's diesel costs. 

• CAPEX as a percentage of total income was up 100 bps y/y to 3.9%. 

• Tsogo Sun has recently applied for relocation to Helderberg Strand (about 35 km 
from SUI's GrandWest) from Caledon (about 100 km from GrandWest). We believe 
the impact will not be severe as Helderberg in Strand generally attracts lower traffic 
than GrandWest.  

• The implementation of the Smoking Bill faces pushback, as recent parliamentary 
discussions resulted in a split decision. The bill is unlikely to pass in the short term 
and may be delayed by a few years. 

Outlook: Modest growth but stable margins and strong cash generation. 

• We anticipate that the urban casino division will achieve low single-digit growth (2-
3%) over the medium term, which broadly aligns with management's projection of 
3% to 4%, despite the increasing popularity of other forms of gambling, such as 
online betting, and the potential for weaker economic conditions. Importantly, this 
sustained growth trajectory could alleviate concerns of cannibalisation, as was 
observed in the UK, where the GGR of land-based casinos declined following the 
legalisation of online betting. 

• Given the relatively moderate growth in gaming revenue, management's strategy 
aims to safeguard profit margins by implementing solar installations and optimising 
casino floor capacity utilising data analytics. The casino business is known for its 
ability to generate cash, and therefore, despite the modest growth, we anticipate 
that cash flows will remain stable, allowing management to maximise shareholder 
returns. 

 

 

 

 

Figure 12:  Casino – SUI total income versus Sector GGR % 

y/y Urban casinos broadly in line the sector 

 

Source: Provincial Gambling Board, Company Data, SBG Securities analysis 

Figure 13:  Sector Casino (GGR) - % y/y and versus 2019 

6mma 

 

Source: Provincial Gambling Board and SBG Securities analysis 

Figure 14:  Urban Casinos- Total Income (ZARm) and % y/y 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 15:  Resorts and Hotels – EBITDA Margins (%) 

 

Source: Company Data, SBG Securities analysis and estimates 
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SunSlots (12.6% of group total income) 

• Total income was down 1.8% y/y (Sector: Jan – Jun c. – 2.6% y/y) reflecting the 
impact of load-shedding. Recall, Sun Slots sites are mostly pubs and in areas that 
may be deemed unsafe especially during power cuts. Hence, the decline in game play 
and footfall. EBITDA margin was down c. 300bps to 23.2%. 

• LPMs declined by 1.7% y/y to 5072 as load-shedding thwarted roll-out plans.  
Considering the increase in load-shedding recently, we expect LPM roll-outs to be 
muted in FY23E and then accelerate in FY24E. We believe this delays management 
expectations of reaching full capacity of 6500 LPMs by a year to FY28. 

• CAPEX as % of total income more than doubled to 4%, possibly reflecting 
management efforts to assist owners with mitigating power cuts and improve 

footfall. 

 

 

 

 

 

 

 

  

Figure 16:  Sector - LPM (GGR) growth – 6mma 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 17:  SunSlots – Total Income (ZARm) and % y/y 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 18:  SunSlots – EBITDA (ZARm) and Margins (%)  

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 19:  SunSlots – LPM roll-outs and % y/y 

 

Source: Company Data, SBG Securities analysis and estimates 

Figure 20:  LPM’s growth % y/y (Sun Slots versus Sector)  

 

Source: Provincial Gambling Boards, Company Data and SBG Securities analysis 
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Valuation: We value SUI between R52 and R65 

We use four methods to determine our equity valuation range for Sun International. These 

include, DCF, ROIC-IC, relative PE multiple and relative EV/EBITDA sum of the parts. We 

highlight that Sun International and its South African peers do not have consensus-based 

forward multiples. Therefore, to overcome the limitation of forward-looking multiples on 

consumer services on the JSE, we used MSCI EM consumer discretionary as a proxy and 

compared it with the MSCI US consumer discretionary. This helped us determined the 

discount to apply on global peers to get an implied multiple for Sun International. 

Discounted cash flow valuation: R59 

Based on our discount cash flow valuation, we estimate a fair value of R59 implying a 

total return of 63% (including DY: +10%). Below, we show the parameters we used to 

calculate a WACC of 14.32%. 

Figure 22:  WACC calculation for Sun International 

Capital Allocation  Cost of Equity  Cost of Debt  
Equity Weight 60%  Rf= 10.7%  Pre-Tax 10.8% 

Debt Weight 40%  E(Rmkt) =  6.00%  Tax rate 27% 

Total 100%  3yr. Beta (Levered) 1,32   
WACC = 14.32%  Re= 18.67%  Rd (after tax) 7.9% 

 

Source: SBG Securities analysis and estimates, Bloomberg, and Company financials 

In determining the DCF valuation, we applied long-term growth of 4.3% in line with 

Standard Bank Research long-term CPI forecast. 

Figure 23:  Sun International DCF valuation summary 

DCF FY22A FY23E FY24E FY25E FY26E FY27E 

EBITDA 3 306 3 712 4 080 4 397 4 659 4 915 
Less Tax -603 -705 -795 -867 -922 -975 

Change in net working capital 44 113 -22 1 16 13 
Less CAPEX -904 -1 469 -1 588 -1 686 -1 770 -1 853 

FCF 1 843 1 651 1 675 1 844 1 982 2 101 
Present Value  1 603 1 423 1 370 1 288 1 194 
5yr Horizon   6 879 37%    

Terminal Value  11 915 63%    
Enterprise Value  18 793 100%    
Net cash/(debt)  -6 255     
Equity Value  12 538     
Shares in Issue  250     
Future Value  R59     

 

Source: Company financials, SBG Securities analysis and estimate  

Regressed EV/IC valuation: R53 

For our EV/IC valuation, we created a scatter plot of invested capital values versus 

forecast ROIC estimates for global listed gambling and resorts companies. Thereafter, we 

applied a linear regression line with the highest R-squared value to the scatter plot.  

Figure 21:  Valuation summary 

Sun International future ranges between R52 and R65 

 

Source:  Company reports, SBG Securities analysis and estimates 
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We calculated the implied EV/IC that Sun International should be trading on relative to 

its peers using the line of best fit coupled with an applied a discount of 30% (differential 

between large and mid-to-small caps, i.e., liquidity discount) which translated to an 

implied enterprise value. Our analysis implies an enterprise value of R23bn and an equity 

value of R16bn. 

Figure 24:  Regressed EV/IC versus ROIC analysis indicates an EV/IC ratio of 2.4x and an implied EV of R23bn (equity value of R16bn) 

 

 EV/IC versus ROIC valuation EV IC ROIC EV/IC 

SJM Holdings*  49 216   48 692  5% 1.0x 
Sands China*  35 980   9 595  21% 3.7x 

Las Vegas Sands*  52 241   20 235  17% 2.6x 
Red Rock Resorts*  7 880   3 051  21% 2.6x 

Penn Entertainment*  5 682   16 539  7% 0.3x 
Melco Resorts*  12 838   8 451  9% 1.5x 

MGM Resorts*  18 704   42 446  4% 0.4x 
Wynn Resorts*  19 754   12 244  9% 1.6x 

Boyd Gaming*  9 166   5 490  17% 1.7x 
Caesars Entertainment*  22 523   30 993  9% 0.7x 
Sun International  23 380   9 554  17% 2.4x 

Net Debt -6 255    
Equity Value  17 124     

Shares  250     

Fair Value  68.4     

Liquidity discount 30%    

Future Value R53    

Source: SBG Securities analysis and estimates and Company financials, *EV and IC in USD 

Forward relative PE multiple: R52 

We utilised an applied forward PE multiple methodology, using SBGS’ SUI earnings 

forecast. The global peer group has an average 12-month forward PE of 20x over 10 

years, although these peers benefit from a valuation premium based on their domiciled 

exchanges. We found that the MSCI Emerging Markets consumer discretionary has traded 

at a discount of approximately 35% to the MSCI US consumer discretionary over the past 

20 years. Therefore, by discounting the peer group multiple by approximately 35%, we 

arrived at an implied 12-month forward PE of c. 10x. Based on this, we arrived at a PE 

multiple of 14x, which implies a fair value of R68. Additionally, we applied a liquidity 

discount of 30%, resulting in a future value of R52. 

 

Figure 25:  1 yr. Fwd. PE valuation summary. On the right-hand side: 1yr Fwd. PE (MSCI Consumer Discretionary – EM versus US) and discount % 

 

Relative PE Valuation FY22A FY23E FY24E FY25E 3yr CAGR 
Forecasted Adj. Diluted HEPS 439 479 540 590 

 

% y/y 
 

9% 13% 9% 10% 
Rolled Forecasted Diluted HEPS 

 
             527             579             619   

% y/y 
 

20% 21% 15%  
Forward PE 

 
14x 

 
 

 

Fair Value (ZAR’m)  R7 383 
 

  
  R74    

Liquidity Discount  30%    
Future Value  R52    

Source: SBG Securities analysis and estimates and Company financials 
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EV/EBITDA relative multiple: R65 

We utilised a sum-of-the-parts EV/EBITDA methodology to value the different segments 

of the company: Urban Casinos, Sun Slots, SunBet, and Resorts and Hotels. To determine 

the appropriate multiples, we looked at a peer group of five companies for each division.  

Historically, the MSCI Emerging Markets one-year forward EV/EBITDA has traded at a 

discount of around 30% to MSCI US consumer discretionary. Based on the peer group 

analysis, we found that the average 15-year one-year forward EV/EBITDA multiples for 

the Urban Casinos and Sun Slots segments were 8.7x and 9.8x, respectively, while the 

Resorts and Hotels segment had an average multiple of 13.63x. However, for SunBet, we 

did not apply the discount, as we believe it will unwind quickly considering its exponential 

growth in EBITDA.  

This led us to an implied one-year forward EV/EBITDA of 6x for Urban Casinos and Sun 

Slots, and 9.5x for Resorts and Hotels, resulting in a fair value of R85. Considering that 

c.70% of Sun International's shares are held by long-term investors, we then applied a 

liquidity discount of 30%, which reflects the differential between large-cap and mid- to 

small-cap stocks. As a result, we arrived at a future value of R65. Our implied blended 

EV/EBITDA is 6.9x. 

Figure 26:  1 yr. Fwd. EV/EBITDA SOTP valuation summary 

 

 
Rolled Adj. EBITDA Adj. EBITDA % y/y Adj. EBITDA Margin 12-month EV/EBITDA EV 

Casinos  2 604  2% 36%  6x  15 627 
Sun Slots  406  -8% 23%  6x  2 435 

SunBet  240  341% 27%  9.8x  2 342 
Resorts and Hotels  751  52% 23%  9.5x  7 165 

Total 
  

  27 568 
Net debt 

  
 

 
-6 255 

Equity Value     21 313 

Shares in issue     250 

Fair value     85.1 

Liquidity discount     30% 

Future value     R65 

Source: SBG Securities analysis and estimates and Company financials 

 

Figure 27:  1 yr. Fwd. EV/EBITDA- Peer Group summary 

 

Casinos and Sun Slots EV/EBITDA Betting EV/EBITDA Resorts and Hotels EV/EBITDA 

Las Vegas Sands 9.9 Flutter Entertainment 14.2 Marriott International 14.0 

MGM Resorts International 7.7 Entain 7.5 Hilton Wordwide Holdings 15.4 
Wynn Resorts 7.9 888 8.1 InterContinental Hotels Group 12.8 
Galaxy Entertainment 

 
Kindred Group 9.4 Wyndham Resorts and Hotels Inc 13.2 

Melco Resorts and Entertainment 9.1 GVC Holdings  AccorHotels 12.8    
 

  

Peer Average 8.7  9.8  13.6 

Source: SBG Securities analysis and estimates and Company financials 
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Investment risks 

• Tsogo Sun Relocation in Western Cape: Tsogo Sun has recently applied to relocate 

from Caledon to Helderberg Strand (c. 35km from SUI's GrandWest). Management 

believes it may not be severe; we feel this is because Helderberg in Strand appears to 

attract less leisure traffic than the area in which GrandWest is located. 

• Smoking ban legislation probable: The implementation of the Smoking Bill faces 

pushback, as recent parliamentary discussions resulted in a split decision. The bill is 

unlikely to pass in the short term and may be delayed by a few years. Management 

has advised that following the passage of the bill, it expects revenue to decrease by 

between 12% and 20%, with recovery anticipated within two years, based on 

empirical evidence. 

• Weaker rand to support tourism demand. We believe a weaker rand this year will have 

a double-edged effect on tourism. International tourists will find it much cheaper to 

travel to South Africa and receive more value for their money. For locals as it is 

becoming more expensive to travel outside South African borders, they will end up 

considering exploring more local destinations. 

• Load-shedding: Management notes that the impact on Limited Payout Machines 

(LPMs) is a challenge, with site owners likely requiring additional support to ensure 

that their primary businesses are sustained, in turn, supporting the LPM business. 

However, we anticipate load-shedding could increase casino footfall. 

 

 

 

 

 

  

nwabisa.piki@suninternational.com



 

 

13 September 2023 
 

11 

 

Corporate Commissioned Research 

 

Financial statements 

Figure 28:  Income statement 

INCOME STATEMENT FY20A FY21A FY22A FY23E FY24E FY25E FY26E FY27E 

Net gaming wins 5 065 6 632 8 997 9 555 10 337 10 970 11 510 12 025 

Revenue 989 1 180 2 305 2 686 2 893 3 083 3 244 3 413 

Other Income 0 522 0 0 0 0 0 0 

INCOME 6 054 8 334 11 302 12 241 13 231 14 052 14 754 15 438 

         

Consumables and services -667 -789 -1 193 -1 288 -1 224 -1 163 -1 105 -1 049 

Depreciation and amortisation -921 -863 -828 -937 -1 004 -1 077 -1 154 -1 235 

Employee costs -1 612 -1 674 -2 146 -2 296 -2 423 -2 536 -2 656 -2 780 

Impairment of assets -1 257 0 0 0 0 0 0 0 

Levies and VAT on casino income -1 164 -1 568 -2 146 -2 279 -2 466 -2 617 -2 745 -2 868 

LPM site owners commission -258 -362 -438 -438 -542 -598 -618 -645 

Promotional and marketing costs -272 -341 -464 -580 -696 -800 -880 -968 

Property and equipment rentals -12 -26 -62 -67 -73 -77 -81 -85 

Property costs -618 -729 -850 -1 044 -1 226 -1 395 -1 558 -1 722 

Net impairment (losses)/gains on financial assets 32 -10 -11 0 0 0 0 0 

Other operational costs -683 -663 -721 -536 -502 -469 -452 -405 

Time Square settlements 0 0 0 0 0 0 0 0 

Total Operating Expenses -7 432 -7 025 -8 859 -9 466 -10 155 -10 732 -11 249 -11 759 

         

Operating profit/(loss) -1 378 1 309 2 443 2 775 3 076 3 320 3 504 3 680 

         

Foreign exchange losses -269 -30 -71 0 0 0 0 0 

IFRS 9 extinguishment adjustment -43 43 0 0 0 0 0 0 

Finance income 17 45 20 22 26 30 35 41 

Finance expense -941 -609 -515 -447 -453 -459 -465 -471 

Change in estimated redemption value of put option 1 007 -184 -510 0 0 0 0 0 
Share of profit of investments accounted for using the 
equity method 2 0 1 0 0 0 0 0 

Profit/(Loss) before tax -1 605 574 1 368 2 349 2 649 2 891 3 074 3 249 

Tax 417 -192 -603 -705 -795 -867 -922 -975 

Profit/(loss) for the year from continuing operations -1 188 382 765 1 645 1 854 2 024 2 152 2 275 

Loss for the year from discontinued operations -1 235 -2 0 0 0 0 0 0 

Profit/(loss) for the year -2 423 380 765 1 645 1 854 2 024 2 152 2 275 

Profit/(Loss) for the year attributable to: -2 423 380 765 1 645 1 854 2 024 2 152 2 275 

Minorities -594 117 210 444 501 546 581 614 

Ordinary shareholders -1 829 263 555 1 201 1 353 1 477 1 571 1 660 
 

Source: SBG Securities analysis and estimates and Company financials 
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Figure 29:  Balance sheet 

BALANCE SHEET FY20A FY21A FY22A FY23E FY24E FY25E FY26E FY27E 

Non-Current Assets 11 595 11 445 11 669 12 172 12 724 13 300 13 878 14 452 

Property, plant and equipment 9 333 9 091 9 054 9 596 10 186 10 797 11 410 12 020 

Intangible assets 956 902 818 779 741 706 670 635 

Other non-current assets 1 306 1 452 1 797 1 797 1 797 1 797 1 797 1 797 

Current Assets     1 748    1 686      1 822      1 790      1 977      2 149      2 316      2 506  

Inventory           100            88            118            127            121            115            109            104  

Trade and other receivables        1 110       1 224         1 130         1 140         1 232         1 309         1 374         1 438  

Cash and cash equivalents           538          374            546            495            596            698            805            936  

Other urrent assets 0 0 28 28 28 28 28 28 

Non-current assets held for sale 26 26 55 55 55 55 55 55 

TOTAL ASSETS 13 369 13 157 13 546 14 017 14 757 15 504 16 249 17 013 

EQUITY AND LIABILITIES         

CAPITAL AND RESERVES 1 462 1 716 2 032 2 496 3 028 3 605 4 207 4 825 

Ordinary shareholders' equity before put option reserve 3 001 3 293 3 643 3 955 4 307 4 690 5 098 5 530 

Put option reserve -1 286 -1 286 -1 286 -1 286 -1 286 -1 286 -1 286 -1 286 

Ordinary shareholders' equity 1 715 2 007 2 357 2 669 3 021 3 404 3 812 4 244 

Minorities' interests -253 -291 -325 -172 7 201 394 582 

NON-CURRENT LIABILITIES 8 429 8 200 7 802 7 930 8 010 8 090 8 170 8 250 

Borrowings 7 047 6 716 5 914 6 042 6 122 6 202 6 282 6 362 

Trade payables and accruals 0 0 127 127 127 127 127 127 

Other non-current liabilities 1 382 1 484 1 761 1 761 1 761 1 761 1 761 1 761 

CURRENT LIABILITIES 3 478 3 241 3 712 3 591 3 719 3 809 3 873 3 938 

Borrowings 1 377 1 242 1 538 1 510 1 530 1 550 1 570 1 590 

Trade payables and accruals 1 849 1 827 2 014 1 921 2 029 2 099 2 142 2 188 

Other current liabilities 252 172 160 160 160 160 160 160 

Non-current liabilities held for sale 0 0 0 0 0 0 0 0 

TOTAL LIABILITIES 11 907 11 441 11 514 11 521 11 729 11 899 12 042 12 188 

TOTAL EQUITY AND LIABILITIES 13 369 13 157 13 546 14 017 14 757 15 504 16 249 17 013 
 

Source: SBG Securities analysis and estimates and Company financials 
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Figure 30:  Cash Flow Statement 

CASH FLOW STATEMENT FY20A FY21A FY22AA FY23E FY24E FY25E FY26E FY27E 

Operating profit/(loss) – continuing operations -1 425 1 309 2 443 2 775 3 076 3 320 3 504 3 680 

Operating loss – discontinued operations -1 486 -2 0 0 0 0 0 0 

Adjustments for non-cash transactions 3 393 315 655 937 1 004 1 077 1 154 1 235 

Working capital changes -144 -73 44 -113 22 -1 -16 -13 

CASH GENERATED BY OPERATIONS BEFORE: 434 2 158 3 637 3 599 4 102 4 396 4 643 4 902 

Tax paid -94 -449 -436 -705 -795 -867 -922 -975 

CASH GENERATED BY OPERATING ACTIVITIES 340 1 709 3 201 2 894 3 308 3 529 3 720 3 928 

Purchase of property, plant and equipment -440 -550 -922 -1 469 -1 588 -1 686 -1 770 -1 853 

Investment income received 2 4 7 22 26 30 35 41 

Purchase of listed shares 0 0 -374 0 0 0 0 0 

Net disposals/(acquisitions) 2 210 18 -83 29 31 34 38 43 

CASH FLOWS FROM INVESTING ACTIVITIES 1 772 -528 -1 372 -1 418 -1 531 -1 622 -1 697 -1 769 

(Decrease)/increase in cash and cash equivalents -256 -195 174 -51 101 102 107 131 

Foreign currency effect 5 31 -2 0 0 0 0 0 

Cash and cash equivalents at beginning of the year 789 538 374 546 495 596 698 805 

CASH AND CASH EQUIVALENTS AT END OF THE YEAR 538 374 546 495 596 698 805 936 

Cash held by discontinued operations 0 0 0 0 0 0 0 0 

CASH AND CASH EQUIVALENTS AT END OF THE YEAR  538 374 546 495 596 698 805 936 
 

Source: SBG Securities analysis and estimates and Company financials 
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information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties 
of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the 
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Pranita Daya (Real Estate) (27 11) 415 4622  Sumil Seeraj (Food) (27 11) 415 4256  Fola Abimbola (West Africa)  (234 1) 422 8667 

 Pranita.Daya@sbgsecurities.com   Sumil.Seeraj@sbgsecurities.com   Fola.Abimbola@stanbicibtc.com 

Sundhiren Govender (Life Insurance) (27 11) 415 4260    Olayinka Adesanya (West Africa) (234 1) 422 7374 

 Sundhiren.Govender@sbgsecurities.com  Metals and Mining   Olayinka.Adesanya@stanbicibtc.com 

  Tim Clark (Metals & Mining, Team Head) (27 11) 415 4295  Rachael Abayomi (West Africa) (234 1) 422 7374 

Retail   Tim.Clark@sbgsecurities.com   Rachael.Abayomi@stanbicibtc.com 

Ya’eesh Patel (27 11) 415 4261  Adrian Hammond (Gold, Platinum) (27 21) 401 2885   

 Yaeesh.Patel@sbgsecurities.com   Adrian.Hammond@sbgsecurities.com  TMT 

Tinashe Hofisi (27 11) 415 4266  Ntuthuko Sithole (Junior Analyst) (27 11) 415 4110  Tracy Kivunyu (East Africa) (254 700) 385 540 

 Tinashe.Hofisi@sbgsecurities.com   Ntuthuko.Sithole@sbgsecurities.com   KivunyuT@stanbic.com 

     

Construction and Materials  Chemicals  Infrastructure and Materials 

Marc Ter Mors  (27 11) 415 4265  Adrian Hammond (27 21) 401 2885  Olayinka Adesanya (West Africa) (234 1) 422 7374 

 Marc.Termors@sbgsecurities.com   Adrian.Hammond@sbgsecurities.com   Olayinka.Adesanya@stanbicibtc.com 

Tumi Makoah (27 11) 415 4263     

 Tumi.Makoah@sbgsecurities.com  Forestry & Paper  Oil and Gas 

  Tim Clark (27 11) 415 4295  Olayinka Adesanya (West Africa) (234 1) 422 7374 

Diversified Industrials   Tim.Clark@sbgsecurities.com   Olayinka.Adesanya@stanbicibtc.com 

Marc Ter Mors  (27 11) 415 4265     

 Marc.Termors@sbgsecurities.com  Corporate Commissioned Research   

Tumi Makoah (27 11) 415 4263  Nic Dinham    

 Tumi.Makoah@sbgsecurities.com   Nic.Dinham@sbgsecurities.com   

     

Healthcare and Pharmaceuticals  David Kinsey    

Anuja Joshi (27 11) 415 4254   David.Kinsey@sbgsecurities.com   

 Anuja.Joshi@sbgsecurities.com     

     

Equity Sales 
South Africa  Sub Saharan Africa (Ex-South Africa)  North America 

Nick Higham (27 11) 415 7018  Gregory Waweru (East Africa) (254 20) 363 8948  Luca Del Conte (1 917) 946 5716 

Graham York (27 21) 440 5807  Vinita Kotedia (East Africa) (254 78) 867 1735   

Abi Ajisafe (27 11) 415 7020  Idris Toriola (West Africa) (234 1) 422 8501   

Usanda Mdhluli (27 11) 415 7128    United Kingdom, Europe 

    Francis Harcus (44 744) 705 7250 

     

Sales Trading 
South Africa  West Africa  East Africa 

Selvan Kistnasamy (Head Equities) (27 11) 415 7013  Bunmi Olarinoye (CE) (234 1) 422 8392  Gregory Waweru (CE) (254 20) 363 8948 

Tom Gale (27 11) 415 7023  Afolabi Gbenro (Head Sales Trading) (234 1) 422 8382  Eric Ogechi (254 20) 363 8961 

Kagiso Matlala (27 11) 415 7021   Peter Abe (234 1) 422 8380  Augustine Misoka (254 20) 363 8960 

Jesse van Rensburg (27 11) 415 7040  Akinsola Arikawe (234 1) 422 8329  Edna Maathai (254 20) 363 7321  

Tokelo Khambule (27 11) 415 7814  Abimbola Moronkola (234 1) 422 8330  Nicholas Kimuli (Uganda) (256 031) 222 4972 

Alexander Ferrer (27 11) 415 7024     
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