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Sun International
Odds for omni-channel jackpot lift
. . . .. Share data

#themes: omni-channel, online betting, travel activity U
RIC -

Sun International TH24 results reflected benefits of a diversified portfolio and emerging

signs of an omni-channel strategy bearing fruit, potentially easing certain investor  Sub industry Gambling

concerns on casino revenue cannibalisation from online betting, in our view. Urban , R44.72

casino net gaming revenue was flat y/y while the sector was down c. 4% y/y. As aresult, ~ Price (09 Sep 2024) )

investors may favour SUI. SunBet has now exceeded 2 million site visits per month ~ Market cap. (R m) 10,980

(June’23: c. 550 000) and is on track to exceed R1bn GGR by FY24E, with a target of  Enterprise value (R m) 16,330

c. R3bn by FY28E. Market cap. (USD m) 614

The Peermont acquisition could help scale SunBet and enhance the omni-channel  Enterprise value (USD m) 922

strategy. The deal is progressing and is expected to be completed by 1Q25E. Should the  Avg. daily trade value (USD m) n/a

acquisition be blocked, focus could shift to a share buyback or a special dividend, with 5

the latter more likely due to liquidity considerations.
1H24 Results key highlights include:

e  Total income was R 5999m, up 5% y/y supported by SunBet (+72% y/y) and
Resorts and Hotels (+6.3% y/y) as room rates (c. 14%-15%y/y), offset the impact
of a temporary pause in travel. Sun slots revenue was down (-4% y/y) in line with
sector trends possibly due to punter migration to online slots during intense load-
shedding.

e  Adj. EBITDAof R1 636mwas up 4.1% Y/y, representing margin expansion of 20bps
y/y (1H24: 27.3%, TH23A: 27.1%) as urban casino (down 160bps y/y to 33.1%)
was offset by the rest of the divisions including SunSlots. SunBet margin was 33.2%
(TH23A: 30.1%) ahead of FY28E guidance of above 30%. However, margin may
recede to c. 30% due to increased focus on enhancing the product offering and

Free float (%)

Relative price performance vs FTSE/JSE All Share
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boosting marketing activity. Performance over ™ 3M 12M
e  Operating expenses increased by +3.3% y/y (1H23A: 12% y/y). Absolute (%) 16.1 24.3 22,5
e Netinterest charge of R304m was up 1.7% y/y limited by debt payment of c. 300bn . 1i ) 15.2 183 1.9

and the exclusion of TCN Nigeria debt (R815m) post disposal.

e Adj. HEPS of 215cps (+9.6% y/y, TH23A: 194cps, + 11.3% y/y) was broadly in
line with our implied TH24E estimates (c. 213cps) and further aided by a share
buyback (c. 2% of total ordinary shares at an amount of c. R141m). DPS of 161cps
was up 8.8%vy/y.

e  Net Debt/EBITDA improved to 1.6x (1H23A: 1.8x).

We forecast FY24E and FY25E Adj. Dil. HEPS of 533cps (535cps, +15% y/y) and
576cps (554cps, +8% y/y) supported by debt reduction (c. 300m + exclusion of Nigeria
debt of c. R815m), sustained momentum in SunBet (operating leverage benefit), Resorts
and Hotels as travels improve in 2H24E. We moderate our margin expectations for urban
casino considering the sector backdrop. Our FY25E Adj. Dil. HEPS factors in the Table
Bay Hotel lease expiration at the end of Feb’25 and the subsequent management of the
property (FY25E Adj. Dil. HEPS impact of c. 10cps to 15cps, representing a drag of 2%
-3%).

We adjust our estimated fair value range, now R53 to R62 (previously R48 to R59),
providing potential total return of 31% to 51%, including an attractive DY of ¢.10%.
Our FY24E rolled Adj. Dil. HEPS of 533cps implies a 12m forward PE of 7.9x. Risks to
investment case include: (1) smoking ban legislation, (2) slow economic recovery and
(3) intense competition (4) Relocation of Tsogo Sun in Western Cape.

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 81442 on 09 Sep

2024

Research Analyst
Tinashe Hofisi

Key forecasts Dec21A Dec22A Dec 23A Dec 24E  Dec 25E  Dec 26E Tinashe. Hofisi@sbasecurities.com

Revenue (R m) 8,334 11,302 12,096 12,726 13,141 13,816 : 9 -

EBITDA (R m) 1,685 3,321 3,401 3,675 3,836 4,064 +27 11 415 4266

Adj. EPS (R)* 0.88 2.22 491 5.33 5.76 6.44

Prev. Adj. EPS (R) 1.05 2.22 4.91 5.35 5.54 6.18

Adj. EPS (US$, at spot) 0.05 0.12 0.27 0.30 0.32 0.36 Ya'eesh Patel

DPS (R) 3.29 3.51 4.02 4.35 4.86 Yaeesh.Patel@sbgsecurities.com

Dividend Yield (%) n/a 9.5 8.6 9.0 9.7 10.9 127 83857 7899

PE (adjusted) 32.5 15.6 8.4 8.4 7.8 6.9

EV/EBITDA (adjusted) 7.3 4.1 46 4.4 4.2 3.9 www.standardbank.com/research

Source: Company financials, SBGSBG Securities estimates *basic EPS not HEPS
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IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS ARE IN THE DISCLOSURE APPENDIX. U.S. Disclosure: This research report has been commissioned by the subject
company accordingly, it is made freely available to the intended qualified recipients. As a recipient of this report, note that SBG Securities may be conflicted in the production
of this report, however internal policies are in place to ensure Analyst impartiality and independence. Please see full disclosures and disclaimers beginning on page 13.
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Figure 1: Divisional revenue and Adjusted EBITDA forecasts

FY22A 1H23A  2H23A| FY23A 1H24A  2H24E RN &7 1S b L =Y o 41

Total Income - SA Operations 11 145 5712 6239 1191 5999 6727 12726 13141 13 B16
Urban Casinos 6719 3271 3460 6 731 3288 3532 6 821 6920 7015
SunBet 339 298 435 733 512 654 1166 1516 1820
SunSlots 1 506 7 748 1 4865 686 750 1436 1626 1622
Resorts and Hotels 2572 1424 1 586 3 020 1513 1780 3303 3178 3 359

yiy growth 41.5% 11.6% 3.6% 7.2% 5.0% 7.8% 6.5% 3.3% 5.1%
Urban Casinos 42.0% 4.2% -34% 0.2% 0.5% 2.1% 1.3% 1.5% 1.4%
SunBet 85.2% 138.4% 103.3% 116.2% 71.8% 50.4% 591% 30.0% 20.0%
SunSlots 16.6% -1.6% -3.6% -2.7% -4.3% 0.2% -2.0% 6.3% 6.3%
Resorts and Hotels 53.2% 26.8% 10.1% 17.4% 6.3% 12.1% 9.4% -3.8% 5.7%

EBITDA* 3319 1584 1836 3 420 1642 2033 J @75 3 836 4 064
Urban Casinos 2516 1138 1234 2370 1089 1298 2 387 2436 2476
SunBet 42 90 131 221 170 199 369 493 600
SunSlots 382 166 185 351 162 180 352 382 414
Resorts and Hotels 555 314 391 705 346 457 803 762 816
Management companies -176 -122 -105 =227 -125 -110 -235 -236 -243

EBITDA margins 29 8% 27 7% 29 4% 28 6% 27 4% 30.2% 28 9% 29.2% 29.4%
Urban Casinos 3T 4% 34 7% 35.7% 35.2% 331% 36.7% 35.0% 352% 35.3%
SunBet 12.4% 30.2% 30.1% 30.2% 33.2% 30.3% 31.6% 32.5% 33.0%
SunSlots 25.4% 23.2% 24 7% 24.0% 23.6% 25.3% 24.5% 25.0% 25.5%
Resorts and Hotels 21.6% 22 1% 24 5% 23.3% 22 9% 25.5% 24 3% 24 0% 24 3%

Adj. Diluted HEPS 433 195 268 485 213 319 533 576 644

wiy growth 15% 8% 12%

* SA operations only

Source: Company Data, SBG Securities analysis and estimates

Figure 2: Income contribution by division Figure 3: EBITDA contribution by division
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SunBet revenue reached R512 million
(1H23A: R298 million) and is on track to
exceed R1bn in FY24E

Figure 4: lllustration of Sun International’s Omni-
Channel Strategy and Ecosystem
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Source: Company Information, SBG Securities analysis

Assuming the Peermont transaction fails,
focus may shift to a share buyback and
special dividend, with the latter more
likely due to liquidity considerations.

Corporate Commissioned Research
11 September 2024

Group Overview

Sun International TH24 results reflected benefits of a diversified portfolio and emerging
signs of an omni-channel strategy bearing fruit, potentially easing certain investor
concerns on casino revenue cannibalisation from online betting, in our view. Urban casino
net gaming revenue was flat y/y, while the sector declined by 4% y/y. Total income of
R5 999 million was up 5% y/y, driven by SunBet (+72% y/y) and Resorts and Hotels
(+6.3% y/y). SunBet gross gaming revenue reached R594m (1H23A: R379m) and is on
track to exceed R1bn in FY24E, with a target of R3bn by FY28E. Key metrics show
significant growth: deposits and unique visitors up 72% y/y, and first-time depositors up
111% y/y. Resorts and Hotels saw room rates rise by 14%-15% y/y, offsetting the
impact of a temporary pause in travel. Sun Slots revenue was down by 4% y/y, in line
with sector trends, potentially due to migration to online slots during load-shedding.

Adj. EBITDA of R1 636m (+4.1% y/y, margin: 27.3%, TH23A margin: 27.1%) was
limited by Urban Casino (margins down c. 160bps to 33.1%), while the rest of the
divisions expanded margins including SunSlots. SunBet margin was 33.2% (TH23A:
30.1%) ahead of FY28 guidance of above 30%. However, margins may recede to c. 30%
due to increased focus on enhancing the product offering and boosting marketing activity
to retain and attract customers in the highly commoditised online betting market.

Operating expenses increased by +3.3% y/y (1H23A: 12% y/y) limited by property costs
(-6% y/y), and casino levies and VAT (+2% y/y).

Net interest charge of R304m was up +1.7% y/y limited by debt payment of c. 300m
and the exclusion of TCN Nigeria debt (R815m) post disposal.

Adj. HEPS of 213cps (+9.6% y/y, TH23A: 194cps, + 11.3% y/y) was broadly in line
with our implied TH24E estimates (c. 214cps) and further aided by a share buyback (c.
2% of total ordinary shares at an amount of c. R141m).

DPS of 161cps was up 8.8% y/y, when annualised it implies an attractive dividend yield
of c. 10%, the highest in the travel and leisure sector.

Net Debt/EBITDA improved to 1.6x (1H23A: 1.8x) reflecting the strong cash flow profile
of SUI, excluding R760m from non-core assets held for sale.

Bottomline and Outlook

e  Post-trading period activity shows urban casinos improved in July and August. We
expect increased leisure and travel activity in 2H24E, driven by better economic
sentiment and increased domestic and international flight activity. Room rates are
likely to remain strong in our view.

e  The Peermont acquisition is progressing and expected to complete in 1Q25, with

management cautiously optimistic. Should the acquisition be blocked, focus could
shift to a share buyback or a special dividend, with the latter more likely due to
liquidity considerations.
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Customers acquired before CY23 accounts
for more than 50% of the total customer
base.

Margins may average around 30% in
2H24E due to increased focus on product
enhancement and marketing to retain and

attract customers.

Figure 5: SunBet is among the top 10 online betting sites in South Africa
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Source: Similarweb, SBG Securities analysis *PlayTsogo + Bet.co.za (51% stake), **web traffic does not

reflect GGR market share
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SunBet

SunBet's growth continues to accelerate and set to surpass R1bn in Gross Gaming
Revenue by FY24E. Monthly website traffic has surged to over 2 million visits (Aug24:
2.1mvs. Aug23: 0.8m), positioning it among South Africa’s top ten online betting sites
with the highest site visits. In terms of gross gaming revenue market share, we believe
SunBet could be in the top five in South Africa. The uptick in customer visits reflects
continued improvement in customer experience and early success from its omni-channel
strategy, which supports customer retention, in our view. We note that customers
acquired before CY23 accounts for more than 50% of the total customer base.

TH24A income was R512m (+72% y/y, TH23A: R298m, +138% y/y) and key metrics
show strong growth (unique players +72% y/y, first time depositors +111% y/y and
deposits + 72% y/y). Adj. EBITDA of 170m in TH24 (+89% y/y, TH23A: R90m) implies
a margin of 33.2% (1H24: 30.2%). However, since online betting is highly commaoditised,
margins may recede to c. 30% as focus is placed on enhancing the product offering and
boosting marketing and promotional activities to retain and attract customers.

We now forecast FY24E total income of R1 166m (+59.1% y/y, FY23A: R729m +117%
y/y) and EBITDA of R369m (c. 32% margin, FY23A: R221m, 30.3%). While SunBet’s
expansion into Botswana and Namibia may benefit from Sun International renowned
brand, penetrating these markets may take time due to immature fintech solutions.

Figure 6: SunBet monthly visits exceed 2 million, TSG lags
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Post-trading period activity shows

improvement, with July and August

performing better than June’24
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Urban Casinos

The omni-channel strategy is showing emerging signs of bearing fruits which could ease
investor concerns of cannibalisation from online betting. Net gaming revenue was flat y/y
outperforming the sector (-4%y/y) implying negative peer performance. As a result, we
expect investors to continue to prefer SUI. Non-gambling activity (rooms: +27% y/y and
other + 4% y/y) remain supportive. TH24 total income was R3 288m, up 0.5% y/y
primarily supported by larger casinos while smaller casinos were a drag. Post-trading
period activity shows improvement, with July and August performing better than June’24.

As the omni-channel strategy continues to develop, we expect net gaming revenue to
achieve low single-digit growth or CPI going forward and continue to outperform the
land-based casino sector. We forecast FY24E total income of R6 821 (+1.3% vy/y,
FY23A: R6 731m: 0% y/y) and EBITDA margin of c. 35% (FY23A: 35.2%).

Figure 7: Urban casino revenue was flat y/y while the sector* was down Figure 8: Urban Casinos EBITDA margins to remain stable despite low growth
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Source: Provincial Gambling Boards, Company Data and SBG Securities analysis, *sector growth includes Source: Company Data, SBG Securities analysis and estimates, FY22 and FY23 reflects the application of
only Gauteng, Western Cape, Eastern Cape, KZN and Mpumalanga.

The r
travel in

esumption of business and tourist
2H24 could support higher room
rates and better occupancy.

IAS 8 (insurance receipts and restructuring costs are now included in Adj. EBITDA).

Management reports that the Peermont acquisition is progressing, with 92% shareholder
approval and funding approval. The KZN Gambling Board has conditionally approved the
deal, pending approval from the Competition Commission, while the Gauteng Gambling
Board noted that it will only grant approval after the Competition Commission's findings.
The transaction is expected to close in 1Q25, and management is cautiously optimistic
about receiving approval from the Competition Tribunal.

Resorts and Hotels

Despite a challenging period with low business and consumer confidence before the
national elections, resorts and hotels delivered an encouraging performance. Most events
were cancelled or postponed, limiting performance. We expect improved results in 2H24E
as business and tourist travel resumes, supporting higher room rates and better
occupancy. Room rates at Sun City and Table Bay increased by +13.6% y/y and 15.7%,
respectively, with Sun City occupancy down c. 250 bps and Table Bay up c. 410 bpsy/y.
We expect tourism support in the short and medium term to be emanate from:

e Rising domestic and international flight activity intensifies competition and
helps maintain favourable flight prices.

e  Recovery of middle-income tourists both locally and internationally as inflation
and interest rates ease.

e  Possible tourist visa exemptions for China and India.
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Table Bay Hotel developments may have
an impact of c. 10cps — 15cps on FY25E
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1H24 total income of R1 513m (+6.2% y/y, FY23A: R1 424m, +26.8% y/y) was
supported by largely by rooms (+14.3% y/y) and other income (+23.6%) while resort
casino was down -6.1% y/y below the sector (c. -4% y/y). However, in 2H24E we expect
resort casino to recover and outperform the overall casino sector. TH24 EBITDA margins

Adj. HEPs. expanded by c. 90bps y/y to 22.9% (1H23A: 22%) supported largely by Table Bay
Hotel.
We now forecast FY24E total income of R3 303m (previously R3 186m, FY23A: R3
020m) representing an increase of 9% y/y. FY24E EBITDA is forecasted at R803m
(FY23A: R705m) implying a margin of c. 24.3% (FY23A: 23.3%). Additionally, annual
savings of c. R3.5m from alternative energy may add c. 10bps to the Resorts and Hotels
margins.
The Table Bay Hotel lease ends on 1 March 2025, but Sun International will manage the
property for a fee of c. 7% of group profit. We believe this arrangement will imply savings
of R10-R12 million in annual CAPEX and a 10cps — 15cps on FY25E Adj. HEPS
representing a 2-3% drag.
Figure 9: SUI hotel rooms revenue is outperforming the sector Figure 10: International aircraft activity is back to pre-Covid levels*
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Source: Airport Company (SA), SBG Securities analysis, *Please note only CPT is above 2019 while KZN
and JHB are still below but improving.

Figure 11: Domestic aircraft activity is improving though lagging 2019 levels
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SunSlots performance is in line with sector
trends.
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SunSlots

Sunslots faces pressure as traffic recovery of LPMs is slow nationwide, possibly due to
punter migration to online slots during intense load-shedding. Once trading normalises
with economic recovery, we expect SunSlots to provide substantial support to the group
due to its defensive nature —low maximum bets and appealing jackpots make it resilient,
with only a R5 wager needed to play. The rollout of new machines and Type B licenses
(allowing 30-40 machines per site) may support growth. LPMs increased by +2.2% y/y
to 5182 (1H23: -1.7% y/y), with a target of 6,500 by FY27E.

Total income of R686m was down -4% y/y in TH24 (1H23: -0.5% y/y), broadly in line
with sector trends (June24: c. -4% y/y, June23: c. -2% y/y). Interestingly EBITDA
margins expanded by c. 40bps to 23.6% (1H23A: 23.2%), possibly benefitting from the
suspension of load-shedding.

We now forecast FY24E revenue of R1 436m (previously 1 572m, FY23A: R1 462m)
but we maintained our FY24E EBITDA margin at 24.5% (FY23A: 24%).

Figure 12: SunSlots performance is in line with sector*
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Valuation: We value SUI between R53 and R62

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

Figure 13: Sun International FVVR ranges between R53 and R62
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Source: Company reports, SBG Securities analysis and estimates

Discounted cash flow valuation: R55

Based on our discount cash flow valuation, we estimate a fair value of R55 implying a
total return of 34% (including DY: +10%). Below, we show the parameters we used to
calculate a WACC of 14.58%.

Figure 14: WACC calculation for Sun International

Capital Allocation Cost of Equi Cost of Debt
Equity Weight 65% Rf= 10.5% Pre-Tax 8.1%

Debt Weight 35% E(Rmkt) = 6.00% Tax rate 27%
Total 100% 3yr. Beta (Levered) 1.3
WACC = 14.58% Re= 18.30% Rd (after tax) 5.9%

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 15: Sun International DCF valuation summary

DCF FY23A FY24E FY25E FY26E FY27E FY28H
EBITDA 3647 3675 3836 4064 4286 4533
Less Tax -555 -644 -713 -797 -877 -946
Change in net working capital -159 61 -72 -40 -35 -48
Less CAPEX -1239 -1145 -1 051 -1105 -1158 -1216
FCF 1694 1946 2 000 2121 2216 2322
Present Value 1887 1692 1566 1428 1306
5yr Horizon 8022 40%

Terminal Value 12704 60%

Enterprise Value 20726 100%

Net cash/(debt) -5734

Equity Value 14 992

Shares in Issue 246

Future Value R55

Source: Company financials, SBG Securities analysis and estimate

Forward relative PE multiple: R53

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 c. 21x, although
these peers benefit from a valuation premium based on their domiciled exchanges. We
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found that the MSCI Emerging Markets consumer discretionary has traded at a discount
of c. 35% to the MSCI US consumer discretionary over the past 20 years. Therefore, by
discounting the peer group multiple by c. 35%, we arrived at an implied 12-month
forward PE of c. 14x. Based on this, we arrived at a fair value of R76. Additionally, we
applied a liquidity discount of 30%, resulting in a future value of R53.

Figure 16: 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 FY23A
Forecasted Adj. Diluted HEPS 465

FY23E  FY24E FY25E 3yr CAGR REeE 12m Fwd. P!

%y/y

Rolled Forecasted Diluted HEPS

%y/y

Forward PE

Fair Value per share
Liquidity Discount
Future Value

533 576 644 Las Vegas Sands 16.2x
15% 8% 12% 11% MGM Resorts Int. 12.7x
566 629 694 Wynn Resorts 14.1x
22% 11% 10% Melco Resorts 33.5x
14x Flutter 41.3x
R76 888 29.8x
30% Marriot 24.4x
R53 Hilton 30.6x
IHG 23.4

Boyd Gaming 9.8x

Evolution 16.5x

Wyndham 18.1x

20.3x

Source: SBG Securities analysis and estimates and Company financials

EV/EBITDA relative multiple: R59

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 c. 30% to MSCI US consumer discretionary. Based on the peer group analysis,
we found that the average one-year forward EV/EBITDA multiples for the Urban Casinos
and SunBet segments were c. 7.1x and c. 9.8x, respectively, while the Resorts and Hotels
segment had an average multiple of c. 13.6x. However, for SunBet, we did not apply the
discount, as we believe it will unwind quickly considering its exponential growth potential
in EBITDA.

This led us to an implied one-year forward EV/EBITDA of 9.5x for Resorts and Hotels
and 5x for Urban Casinos. Additionally, given that SunSlots trades at lower EBITDA
margins than Urban Casinos and its growth was also lower than expected we adjusted the
multiple to 4.5x. These adjustments resulted in a fair value of R80.4. 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 R62. Our implied blended
EV/EBITDA is 4.4x.
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Figure 17: 1 yr. Fwd. EV/EBITDA SOTP valuation summary

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

Casinos 2425 -6% 35% 49 11883
Sun Slots 375 -8% 24% 4.5 1687
SunBet 465 426% 30% 9.8 4545
Resorts and Hotels 771 27% 23% 9.5 7 354
Total 25 469
Net debt -5734
Equity Value 19 735
Shares in issue 246
Fair value 80.4
Liquidity discount 30%
Future value R62

Source: SBG Securities analysis and estimates and Company financials

Figure 18: 1 yr. Fwd. EV/EBITDA - Peer Group summary

Casinos and Sun Slots EV/EBITDA (x) Betting EV/EBITDA (x)  Resorts and Hotels EV/EBITDA (x)
Las Vegas Sands 9.2x Flutter Entertainment 14.2x Marriott International 14.0x
MGM Resorts International 3.2x Entain 7.5x Hilton Worldwide Holdings 17.1x
Wynn Resorts 7.2x 888 8.1x InterContinental Hotels Group 15.0x
Caesars Entertainment 8.4x Kindred Group 9.4x Wyndham Resorts and Hotels Inc 12.2x
Melco Resorts and Entertainment 7.5x Evolution 12.5x AccorHotels 11.3x
Peer Average 7.1x 9.8x 13.6x

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

Online Betting cannibalisation: Land-based casinos face the risk of limited growth as
players shift to online betting platforms. However, we believe the unique offerings of
land-based casinos cannot be fully replicated online.

Disposable income trajectory. While economic growth may be slow, an increase in
disposable income due to inflation and interest rate cuts could translate to increased
gambling propensity at land-based casinos. We estimate, there is c. a 75% positive
correlation between disposable income and casino gross gaming revenue.

Tsogo Sun Relocation in Western Cape: Tsogo Sun application to relocate from
Caledon to Helderberg Strand may reduce GrandWest’s Exclusivity to c. 35km from
c. 75km. 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 may
decrease revenue by between 12% and 20%, with recovery anticipated within two
years, based on empirical evidence. However, we believe the bill is unlikely to pass in
the short term as affected stakeholders are likely to object to its implementation.

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: SunSlots operations are more vulnerable to load-shedding than other
divisions in the Group. 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.
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Financial statements

Figure 19: Income statement

INCOME STATEMENT FY22A 1H23 2H23 FY23A 1H24  2H24E FY24E FY25E FY26E
MNet gaming wins 8997 4514 4776 9290 4641 5048 9 689 10219 10709
Revenue 2 305 1271 15635 2 806 1357 1 680 3037 2922 3107
Other Income 0 2 -2 0 1 -1 0 0 0
Total Income 11 302 5787 6 309 12 096 5999 6727 12726 13141 13 816
Consumables and services -1193 651 -T47 -1 398 692 776 -1 468 -1 541 -1618
Depreciation and amaortisation -828 424 -376 -800 422 -465 -887 -933 -975
Employee costs 2146 1173 -1136 2309 1214 1222 -2 436 -2 550 -2 670
Levies and VAT an casino income 2146 1065 1137 2202 1083 1145 -2 228 -2 350 -2 463
LPM site owners commission -438 -215 -225 -440 207 -237 -444 -472 -491
Promotional and marketing costs -464 -197 -276 -473 -266 -302 -568 -653 -718
Property and equipment rentals -62 43 -98 -141 -63 -85 -148 -153 -161
Property costs -850 -482 -485 -967 453 -616 -1 069 -1176 -1293
Other operational costs -r21 -404 -434 -838 -406 -284 -690 -409 -338
Total Operating Expenses ¥ 8859 4654 4939" 9593 4806 5132 -9 938 -10 237 -10 727
EBITDA 3319 1571 1830 3401 1636 2039 3675 3836 4064
Operating profit/(loss) 2443 1133 1370 2503 1193 1595 2788 2903 3 089
Fareign exchange losses -71 -89 2 -87 -1 1 0 0 0
IFRS 9 extinguishment adjustment 0 0 0 0 0 0 0 0 0
Net finance costs -495 -299 -334 -633 -304 -337 -641 -528 -431

Finance income 20 1 18 29 10 20 30 32 a7

Finance expense -515 -310 -352 -662 -314 -357 671 -559 -469
Change in estimated redemption value of put option -510 -21 8 -13 -48 48 0 0 0
Share of profit from investments 1 0 0 0 0 0 0 0 0
Profit/({Loss) before tax 1368 724 1046 1770 840 1307 2147 2376 2 658
Tax -603 237 -318 -555 -251 -393 -644 -713 =797
Profit/(loss) for the year from continuing operations 765 487 728 1215 589 914 1503 1663 1860
Profif{Loss) for the year from discontinued operations 0 0 173 173 343 -343 0 0 0
Profit/(loss) for the year 765 487 901 1388 932 571 1503 1663 1 860
Profit/(Loss) for the year attributable to: 765 487 901 1388 932 571 1503 1663 1 860
Minorities 210 67 116 183 110 85 1985 249 279
Ordinary shareholders 555 420 785 1205 822 485 1307 1413 1 581
Adj. Dil. HEPS 433 195 268 465 213 319 533 576 644
DPS 329 148 203 351 161 241 402 435 486

Source: SBG Securities analysis and estimates and Company financials
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Companies Mentioned (Price as of 10 September 2024)

Sun International Limited (SUIJ.J, R43.71, FVVR: R53 - R62)

Boyd Gaming (BYD US Equity, USD 59.14 Not covered)

Tsogo Sun Limited (TSGJ.J, R12.03, Not covered)

Las Vegas Sands Corp) (LVS US Equity, USD40, Not covered)

Mgm Resorts International (MGM US Equity, USD34.97, Not covered)

Wynn Resorts, Limited (WYNN US Equity, USD76.91, Not covered)

Caesars Entertainment, Inc. (CZR US Equity, USD36, Not covered)

Melco Resorts & Entertainment Limited (MLCO US Equity, USD5.34, Not covered)
Flutter Entertainment Public Limited Company (FLTR LN Equity, USD219.3, Not covered)
Entain Plc (ENT LN Equity, GBP678.4, Not covered)

Kindred Group Plc (KINDSDB SS Equity, SEK127.5, Not covered)

Evolution Ab (EVO SS Equity, GBP999.2, Not covered)

Evoke Plc (888 EU Equity, GBP63.1225, Not covered)

Marriott International, Inc.(MAR US Equity, USD228.59, Not covered)

Hilton Worldwide Holdings Inc. (HLT US Equity, USD214.94, Not covered)
Intercontinental Hotels Group Plc (IHG LN Equity, USD98.62, Not covered)
Wyndham Hotels & Resorts, Inc. (WH US Equity, USD77.39, Not covered)

Accor Sa (AC FP Equity, EUR38.3, Not covered)
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SBG Securities Proprietary Limited (“SBG Sec”) is a wholly owned subsidiary of the Standard Bank Group Limited, an authorised use of the JSE Limited (“JSE")
and an authorised Financial Service Provider (FSP No. 26691) The information, tools and material presented

in this report are provided to you for information purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or to buy
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warranty, express or tacitly is made by SBG Sec with respect to the completeness or accuracy of the material in the report, thus it is not to be relied upon as
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The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well as rise. The value of securities and
financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial
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