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Sim Leisure Group
(SLGL SP)
First of its kind – theme park focused entertainment stock listed in SG

NOT RATED NOTE
Commence trading on SGX

1-Mar

Summary
Issue price (SGD cents)
Mkt Cap (S$m)

22
29.5

Total share offer size (S$mn)

5.80

Total issued shares (mn)

26

Placement shares (mn)

134

Sponsor:
ZICO Capital Pte. Ltd.
Industry Sector

Entertainment

Company Description
Incorporated in Singapore on 8 March 2018,
Sim Leisure Group Ltd is a developer and
operator of theme parks based in
Penang, Malaysia.

Event
Sim Leisure Group (SLG) commenced trading today, raising S$5.8mn through a
private placement. Majority of the funds raised will be used to redeem all
outstanding convertible preference shares held by Penang Development Corp
maturing in mid-2021.
This will not affect expansion plans to construct a second ESCAPE theme park via
a joint venture with a subsidiary of Imperium Crown Limited (a catalyst board
listed company on SGX). Under the MOU agreement, SLG will be responsible for
the design and build of the theme park in Wonder Stone Park, Linyi (China) and
will manage and operate it for 40 years.
Success in Penang, huge growth potential in Linyi. Incorporated in Singapore on
8 Mar 2018, SLG operates a profitable theme park under the ESCAPE brand in
Penang, Malaysia. Annual visits to ESCAPE Penang grew from about 112,000
visits in FY2017 to 185,000 visits in FY2018. The launch of a new play area,
Gravityplay, enticed renewed interest in the theme park last year. The theme
park thrives mainly on domestic business, with 75% of visitors being locals.
Penang has a population 1,767,000 (2018), compared to Linyi’s population of
11,240,000 (end 2016). A simple extrapolation would bring annual visit count to
about a million for a theme park thriving on residents based in Linyi. Aecom also
predicted that 75% of all Chinese theme parks can expect at least 500,000
annual visits in 2020.
Chinese Theme Park Sector
Globally, theme park trends have been favourable, with growth moderating at
around 5% for both theme parks and water parks. According to Aecom, growth
had been primarily led by China, which saw theme park attendance grew at an
average rate of 13% annually since 2008. With a growing middle class population,
infrastructure improvements and demand for domestic travel, there seems to
be significant opportunity for continued expansion in this sector.
Figure 1: YOY growth in theme parks and water
parks globally (%)

Figure 2: YOY growth in theme parks and water
parks in APAC region (%)
10.3%

8.2%
7.1%

7.4%

5.4%

5.4%
4.7%

4.1%

5.2%

3.8%

5.8%

3.6%

4.3%

7.5%

6.8%
4.9%

7.5%

5.4%

6.0%

3.7%

5.5%

2.7%

2.8%

1.2%

1.0%

1.6%

-2.8%
2010-11

2011-12

2012-13

2013-14

Top 20 water parks globally

2014-15

-1.1%
2015-16

See the last page for important disclosures.

March 1, 2019

2011-12

2012-13

2013-14

2014-15

2015-16

2016-17

2016-17

Top 25 theme parks globally

Source: Aecom, KGI Research

Geraldine Wong
65 6202 1193
geraldine.wong@kgi.com

2010-11

Top 20 theme parks in APAC

Top 20 water parks in APAC

Source: Aecom, KGI Research

Both supply and demand matrices look to be in favour of Chinese theme park
operators. Domestic market saturation seems low, with China’s per capita
theme park visit count at 0.13 compared to that in the US at 0.65. By 2020,
China is expected to surpass the US to become the world’s largest themed
entertainment market based on attendance, at a CAGR of 7.2% over the next
three years.
KGI Securities (Singapore) Pte. Ltd.

Sim Leisure Group

Hong Kong

Figure 3: Pipeline concentration in South and
East China

Figure 4: low saturation risk –per capita theme
park visits comparison, China and US
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There are an estimated 70 theme parks within the supply pipeline from now
until end 2025 to meet the growing demand, with a concentration within the
relatively wealthier eastern regions.
Prices for theme parks across China are priced within the range of 150 ¥ to
250 ¥, translating to about S$30 - S$50. ESCAPE Penang’s ticket prices that range
between 69RM to 138RM (around S$23 to S$46), sits on the lower range of that
charged by their Chinese counterparts.
Figure 5: Comparison of ESCAPE Penang with major Chinese theme parks and water parks

Adult
Ticket
Price

Adult 2017 Annual
No. of
Attraction Land Area
Ticket
Visits
Attractions review
(Acres)
Price (S$) (in millions)
Theme Parks

Chimelong Paradise

220¥

S$44.00

4.18

60

4.8/5.0*

148

Chimelong Ocean Kingdom

298¥

S$59.70

9.79

15

4.7/5.0*

125

Shanghai Disneyland

399¥

S$79.90

11

35

4.6/5.0*

963

Happy Valley Shenzhen

220¥

S$44.00

3.9

26

4.5/5.0*

86

Happy Valley Beijing

210¥

S$42.00

3.95

40

4.7/5.0*

75

Water Parks
Kaifeng Yinji Water Park
Chimelong Water Park

-

-

1.3

56

4.5/5.0*

42

99¥

S$19.80

2.69

39

4.7/5.0*

450

Mixed Attractions
Wuhu Fantawild Water Park
ESCAPE Penang

220¥

S$44.00

1.2

300+

4.6/5.0*

309

96.60RM

S$31.75

0.185

37

4.5/5.0 ^

22

Attraction review sources: * C trip, ^ TripAdvisor
Source: KGI Research

A strategy adopted by ESCAPE Penang is to ‘lock in’ customers by charging
significantly lower prices when tickets are booked online in advance. This pricing
strategy should see good adoption by Chinese consumers given their relatively
higher adoption of online booking. Usual leisure booking sites such as Ctrip is
automatically linked to payment apps such as Wechat and Alipay for a seamless
transaction.
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Figure 6: Percentage breakdown of theme
parks by forecasted 2020 attendance (%)

Figure 7: Adult Admission Ticket Prices in
existing Chinese theme parks (in ¥)

Source: Aecom, KGI Research

Source: Aecom, KGI Research

Valuation & Action
Valuations based on SLG’s historical data may not paint a true picture of the
potential of its business, given that the main catalyst for the stock price would
be the earnings contribution from the ESCAPE theme park in Linyi. Nonetheless,
we have identified peer companies of SLG for a comparison of what investors
could potentially expect in the future.
SLG has also disclosed in the prospectus that they will be issuing annual
dividends of a minimum of 30% net profit in FY2019 and FY2020 (no further
guidance was given for years after FY2020). This roughly approximates to a FY18
dividend yield of 4.5% based on unaudited 1H18 net profit of RM$2.048mn, and
an exchange rate of 3.0 RM/SGD.
Figure 8: Global peers of SLG
Price
(local
currency)

Mkt Cap
(in USD$m)

P/E (x)

SGD0.22

21.8

21.7

2.0

KRW 2240

180

73.2

1.5

31.0

23.6

-10.0%

25.8%

JPY 12215
Oriental Land Co Ltd/Japan
Tokyo Dome Corp
JPY 1046
EVENT Hospitality and Entertai AUD 12.81
JPY 2781
Aeon Fantasy Co Ltd
Village Roadshow Ltd
AUD 3.18
China Travel International Inv HKD 2.35
Average

39,793
898
1,464

46.6
14.6
18.7

5.1
0.9
1.8

4,325.9
748.6
990.4

24.9
5.5
9.0

10.5%
13.6%
-5.8%

17.8%
7.4%
0.6%

491
439
1,633
6,414

25.6
11.1
31.6

2.0
1.4
0.8
1.9

647.9
737.6
629.9
1,158.8

4.3
7.3
12.4

3.7%
17.3%
12.4%
6.0%
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-4.3%
-18.6%
-2.4%

898

22.2

1.5

737.6

8.2

10.5%

0.6%

Company
Sim Leisure Group
Theme Park Operators
E-World

Median

P/B (x)

2018
EV/EBITDA
Revenue
(x)
(in USD$m)
-

-

Total
Returns
YTD

Total 1 YR
Returns
-

-

5 YR
historical
P/E (x)

Net
Gearing
(%)

-

53.85%*

-

48
33.3
16.0
18.6

8
134
35

27.8
17.4
22.6

25
102
1
50

18.6

34.6

-

* For the audited year 2017

Source: Bloomberg, KGI Research
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Business Overview
Low Tech, High Fun Theme Park. The firm owns ESCAPE Penang, the number
one theme park in Malaysia (based on TripAdvisor). Currently, the park consists
of three separate theme park districts – Adventure play, Waterplay and
Gravityplay. Adventureplay consists of rope obstacle courses propped in mid-air,
inspired by traditional ‘kampong’. Waterplay which is the biggest of the three
segment parks constitutes water based slides. The last theme park district,
Gravityplay, which will launch in 1H19 will feature chairlifts and two downhill
karting tracks.
Figure 9: GravityPlay, ESCAPE Penang

Figure 10: WaterPlay, ESCAPE Penang

Source: Company, KGI Research

Source: Aecom, KGI Research

Low fixed cost and minimal variable expenses. The theme park is immersed in
a natural setting. Attractions such as those in Adventureplay require relatively
low maintenance costs. According to SLG, the annual number of visitors required
to break even in FY2018 was 114,035. Revenue from additional visits will directly
contribute towards the bottom line. As a comparison, ESCAPE Penang attracted
a total of 185,475 visits in 2018.
Fixed overhead expenses consist of depreciation, land rental and utilities. Daily
operating cost includes fixed overheads, direct materials and direct labour.
Figure 11: Profit margins and break down of
operating expenses (% of revenue)

Figure 12: Breakdown of balance sheet as of end
FY2017, in RM ‘000s
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Source: Company, KGI Research
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Sim Leisure’s Future Strategy
Broaden the playing grounds. SLG intends to expand the ESCAPE theme park
model into new geographical locations such as China and South East Asia. The
firm entered into a non-binding MOU in 3Q18 to design and operate a theme
park in Linyi, Shandong province. The theme park building model would be done
similarly in three phases – Adventureplay > Waterplay> Gravityplay. Mr Sim’s
plan is to have a portfolio of 20 theme parks under SLG within the next 10 years.
Outdoors to indoors. With retail spaces looking to diversify shopper experiences,
SLG’s model could be replicated to suit the likes of retail malls. Malls with an
accompanying indoor theme park, such as SkyTropolis Indoor Theme Park
Genting, could bring a more diversified shopper experience. SLG could also
replicate the low tech high fun model which is essential in Gravityplay to retail
malls as well. Locally, Climb Central, a rock climbing facility, within Kallang Wave
Mall showed would be a success example that Sim Leisure could replicate.
Figure 13: SkyTropolis Indoor Theme Park
Genting

Figure 14: Climb Central in Kallang Wave Mall

Source: Aecom, KGI Research

Source: Aecom, KGI Research

Business Risks
Higher labour costs. The Minimum Wages Order 2018 will commence on the 1st
of January 2019 in Malaysia. Minimum monthly wages and minimum hourly
wages will increase from RM 1,000 to RM 1,100 and approximately RM 48 to
RM 53 respectively. Given that labour cost is a rather big direct expense, the
effect of the new law might hit SLG’s 2019 profit and loss statement.
Heightened competition in China. The theme park sector in China is an
oligopolistic market, with a few large chain players such as OCT Group, Chime
Long Group and Wanda Group. According to Aecom, more than 70 theme parks
are forecasted to be completed between now and 2025. An estimated 20 theme
parks within this count will be built in North and East China posing as direct
competition to SLG’s new theme park which is situated in the centre of these
two regions.
Periodic discounting. A browse through Ctrip, China’s version of TripAdvisor and
Klook, would show that theme park ticket prices tend to be cyclical in nature.
Ticket prices would be discounted more heavily, in the range of 20-30% off usual
prices, during non-peak season. Peak periods in China would occur around
Chinese New Year, during public holidays and during school holidays.
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Figure 15: Historical statements of comprehensive income

Source: IPO Prospectus, KGI Research
Figure 16: Historical Financial Statement

Source: IPO Prospectus, KGI Research
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Figure 17: Financial statistics pre-placement and post-placement

Source: IPO Prospectus, KGI Research
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Figure 18: ESCAPE theme park segment introduction

Source: IPO Prospectus, KGI Research

Figure 19: Ticket price range charged by ESCAPE Penang

Source: Company Website, KGI Research
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Rating

Definition
KGI Securities Research’s recommendations are based on an Absolute Return rating system.

BUY

>10% total return over the next 12 months

HOLD

-10% to +10% total return over the next 12 months

SELL

<-10% total return over the next 12 months

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into
any legal relations, nor an advice or a recommendation with respect to such securities. This report is prepared for
general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. You should independently evaluate particular investments and consult
an independent financial adviser before dealing in any securities mentioned in this report.
This report is confidential. This report may not be published, circulated, reproduced or distributed and/or
redistributed in whole or in part by any recipient of this report to any other person without the prior written
consent of KGI Securities. This report is not intended for distribution and/or redistribution, publication to or use
by any person in any jurisdiction outside Singapore or any other jurisdiction as KGI Securities may determine in its
absolute discretion, where the distribution, publication or use of this report would be contrary to applicable law
or would subject KGI Securities and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of
Singapore) to any registration, licensing or other requirements within such jurisdiction.
The information or views in the report (“Information”) has been obtained or derived from sources believed by KGI
Securities to be reliable. However, KGI Securities makes no representation as to the accuracy or completeness of
such sources or the Information and KGI Securities accepts no liability whatsoever for any loss or damage arising
from the use of or reliance on the Information. KGI Securities and its connected persons may have issued other
reports expressing views different from the Information and all views expressed in all reports of KGI Securities and
its connected persons are subject to change without notice. KGI Securities reserves the right to act upon or use
the Information at any time, including before its publication herein.
Except as otherwise indicated below, (1) KGI Securities, its connected persons and its officers, employees and
representatives may, to the extent permitted by law, transact with, perform or provide broking, underwriting,
corporate finance-related or other services for or solicit business from, the subject corporation(s) referred to in
this report; (2) KGI Securities, its connected persons and its officers, employees and representatives may also, to
the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related
thereto; and (3) the officers, employees and representatives of KGI Securities may also serve on the board of
directors or in trustee positions with the subject corporation(s) referred to in this report. (All of the foregoing is
hereafter referred to as the “Subject Business”.)
However, as of the date of this report, neither KGI Securities nor its representative(s) who produced this report
(each a “research analyst”), has any proprietary position or material interest in, and KGI Securities does not make
any market in, the securities which are recommended in this report.
Each research analyst of KGI Securities who produced this report hereby certifies that (1) the views expressed in
this report accurately reflect his/her personal views about all of the subject corporation(s) and securities in this
report; (2) the report was produced independently by him/her; (3) he/she does not carry out, whether for
himself/herself or on behalf of KGI Securities or any other person, any of the Subject Business involving any of the
subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive
any compensation that is directly or indirectly related or linked to the recommendations or views expressed in
this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the
securities in this report. However, the compensation received by each such research analyst is based upon various
factors, including KGI Securities’ total revenues, a portion of which are generated from KGI Securities’ business of
dealing in securities.
Copyright 2019. KGI Securities (Singapore) Pte. Ltd. All rights reserved.
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