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Sunway Construction Group Berhad
Positive Impact of Prudent Cost Management

INVESTMENT HIGHLIGHTS

e 6MFY16 earnings within expectations
e Earnings influenced by prudent cost management
e Earnings trajectory intact

¢ Reiterate NEUTRAL recommendation with TP of RM1.74 per
share

6MFY16 Earnings within expectations. SCGB’s 6MFY16 earnings of
RM60.3m (-16%yoy) met ours and consensus’ expectations at 46% and
51% of full year estimates respectively. Despite the on-year drop, its
half-year results met expectations due to conservative estimates of
SCGB earnings in FY16 against the backdrop of fallow period of project
completion.

Earnings influenced by cost management. SCGB’s earnings were
also positively influenced by prudent cost management with its
segmental pre-tax margin for construction grew by +2.3ppts to 6.4% in
6MFY16 from 4.1% in 6MFY15 and margin for precast increased by
+6.7ppts to 23.6% in 6MFY16 from 16.9% in 6MFY15.

Earnings trajectory intact. Earnings forecasts intact based on peak
orderbook of RM4.9bn, or approximately 36 months backlog (3x FY15
construction revenue cover). Furthermore, SCGB orderbook is well
supported by ample working capital with FY15 working capital/net
income cover of 1.3x and productive working capital/orderbook cover of
0.5x. Key driver of earnings for FYE16 and FYE17 will remain to be
construction as evidenced from its segmental pre-tax profit of RM47.2m
which is higher than FY15’s RM44.8m (+5%yoy).

Job prospects for higher marginal projects. Moving forward, we
expect SCGB to focus more on higher marginal projects such as
foundation, geotechnics and urban transit construction.

Recommendation. Altogether, we reiterate our Neutral stance with an
SOP-based target price of RM1.74 per share.

Maintain NEUTRAL
Unchanged Target Price (TP): RM1.74
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it
should not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to change
without notice. The research analysts will initiate, update and cease coverage solely at the discretion of
MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may have
interest in any of the securities mentioned and may benefit from the information herein. Members of
the MIDF Group and their affiliates may provide services to any company and affiliates of such
companies whose securities are mentioned herein This document may not be reproduced, distributed
or published in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS
BUY Total return is expected to be >15% over the next 12 months.

Stock price is expected to rise by >15% within 3-months after a Trading Buy rating has been

URARIIE 0 assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months.
SELL Total return is expected to be <-15% over the next 12 months.

Stock price is expected to 7/a// by >15% within 3-months after a Trading Sell rating has been

TRADING SELL assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



