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26 August 2016  | 6MFY16 Results Update  

Sunway Construction Group Berhad Maintain NEUTRAL  
Positive Impact of Prudent Cost Management Unchanged Target Price (TP): RM1.74 

  

INVESTMENT HIGHLIGHTS 

• 6MFY16 earnings within expectations 

• Earnings influenced by prudent cost management 

• 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. 

 

 

 

  

RETURN STATS 

Price (25 Aug 2016) RM1.64 

Target Price RM1.74 

Expected Share Price 
Return 

6.1% 

Expected Dividend Yield +1.1% 

Expected Total Return +7.2% 

 

STOCK INFO 

KLCI 1,680 

Bursa / Bloomberg 5263/ SCGB MK 

Board / Sector  
Main / 

Construction 

Syariah Compliant Yes 

Issued shares (mil) 1292.9 

Par Value (RM) 1.00 

Market cap. (RM’m) 2120 

Price over NA 4.7 

52-wk price Range  RM0.98– RM1.72 

Beta (against KLCI) N/A 

3-mth Avg Daily Vol  2.42m 

3-mth Avg Daily Value  RM3.85m 

Major Shareholders (%)  

Sunholdings 54.42 

Sungei Way Corp Bhd. 10.06 

Norges Bank Investment 1.82 

Amanah Mutual Berhad 1.08 
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SOP VALUATION 

 
Source: MIDFR 
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INVESTMENT STATISTICS 

 
Source: MIDFR 
 

Source: Bloomberg, MIDFR 

 

 

 

 
 

 
 

 

 
 

 
 

 

 
 

 
 

 
 

 

 
 

 
 

 

 

DAILY PRICE CHART 
 

 

Fadhli Dzulkifly 
abdul.fadhli@midf.com.my  
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6MFY16 RESULTS SUMMARY 

  2Q16 1Q16 2Q15 
YoY 

Chg 

QoQ 

Chg 
6MFY16 6MFY15 YoY Chg 

Revenue 430.90 424.00 500.0 -14% 2% 854.6 996.0 -14% 

Operating Expenses -401.80 -399.20 -462.0 -13% 1% -801.0 -922.9 -13% 

Other income 0.90 10.20 3.3 -73% -91% 19.4 7.3 166% 

Interest income 1.87 2.80 1.5 25% -33% 4.7 2.9 62% 

Finance cost -1.30 0.70 -1.2 13% -286% -2.0 -2.2 -7% 

Operating profit 38.10 35.30 41.5 -8% 8% 75.6 80.6 -6% 

Pre-tax profit 38.10 37.50 41.5 -8% 2% 75.6 81.1 -7% 

Taxation -6.80 -8.40 -3.7 84% -19% -15.2 -9.0 69% 

PATAMI 31.20 29.00 37.8 -17% 8% 60.3 72.1 -16% 

EPS (sen) 2.42 2.25 2.9 -17% 8% 4.7 5.6 -16% 

  2Q16 1Q16 2Q15 
Pts 

(+/-) 

Pts 

(+/-) 
6MFY16 6MFY15 Pts 

Operating margin -93% 8% 8.3% -1.02 -1.02 8.8% 8.1% 0.8% 

Pre-tax margin 9% 9% 8.3% 0.01 0.00 8.8% 8.1% 0.7% 

PATAMI margin 7% 7% 7.6% 0.00 0.00 7.1% 7.2% -0.2% 

Effective tax rate -18% -22% 8.9% -0.27 0.05 -20.1% 11.0% -31.1% 

Revenue 2Q16 1Q16 2Q15 
YoY 
Chg 

QoQ 
Chg 

6MFY16 6MFY15 YoY Chg 

Construction 360.50 479.8 554.0 -0.3 -0.2 734.3 1,082.0 -32% 

Pre Cast Concrete 69.80 59.8 85.0 -0.2 0.2 120.3 179.0 -33% 

TOTAL 430.30 424.3 500.0 -0.1 0.0 854.6 996.0 -14% 

PBT 2Q16 1Q16 2Q15 
YoY 
Chg 

QoQ 
Chg 

6MFY16 6MFY15 YoY Chg 

Construction 21.20 26.00 27.3 -0.2 -0.2 47.2 44.8 5% 

Pre Cast Concrete 16.90 11.50 4.3 2.9 0.5 28.4 30.3 -6% 

TOTAL 38.10 29.1 10.8 2.5 0.3 75.6 81.2 -7% 

PBT Margin 2Q16 1Q16 2Q15 
Pts 

(+/-) 

Pts 

(+/-) 
6MFY16 6MFY15 

Pts  

(+/-) 

Construction 6% 5% 4.9% 0.01 -1.00 6.4% 4.1% 2.3 

Pre Cast Concrete 24% 19% 5.1% 0.19 -0.95 23.6% 16.9% 6.7 

Source: MIDFR 
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X). 

(Bank Pelaburan) 

(A Participating Organisation of Bursa Malaysia Securities Berhad) 

 

 

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. 

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

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. 

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

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. 


