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Wins MYR268mn contract; in line with target

Quick Note

SunCon wins MYR268mn construction job.

e SunCon announced yesterday that it has won a construction contract for
the proposed development of the International School of Kuala Lumpur in
Jalan Ampang Hilir, Mukim Ampang, Wilayah Kuala Lumpur.

e The total value of the contract is ~MYR268mn (ex-GST) and the project
should be completed in ~2 years.

YTD project win ~MYR2.3bn; within our targets.

e Orderbook replenishment momentum remains strong for SunCon, with
YTD job win (internal + external) of ~MYR2.3bn including yesterday’s
contract. This brings the total outstanding orderbook to ~MYR4.9bn which
implies an earnings visibility of ~2 years for SunCon. But we keep our
earnings unchanged, as the project award is within our orderbook
replenishment target of ~MYR2.5bn for 2017F.

e Although the contracts are positive for earnings, we expect the stock price
to remain neutral on the announcement due to its small incremental
contribution (~6%) to the outstanding orderbook.

e As per media reports (link), SunCon also aims to secure a contract in the
37km Bandar Utama-Klang Light Rail Transit Line 3 (LRT3) project, worth
~MYR9bn, which may be awarded in a few months’ time. We believe
SunCon stands a good chance of winning a portion of LRT 3 due to its
track record of having worked on portions of various Malaysian public
transport infrastructure projects like Mass Rapid Transit (MRT) and LRT,
as well as Bus Rapid Transit (BRT). Recall that SunCon was awarded a
~MYR1.2bn MRT Line 2 viaduct contract in 1Q16 (see our note).

Positive on operations but limited upside potential.

e \We remain positive on the company’s operations, due to: 1) strong
outstanding orderbook of ~MYR4.9bn which implies earnings visibility of
~2 years; 2) a continuous flow of contracts from its parentco’s property
development division; 3) exposure to Singapore’s precast market, but due
to the limited upside potential from current levels we continue to rate the
stock Neutral.

e We still prefer IIM (IJM MK, Buy) in the Malaysia construction space for its
structural earnings growth potential, due to its diversified business model,
better FCF yield and low gearing (44%).
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I, Tushar Mohata, hereby certify (1) that the views expressed in this Research report accurately reflect my personal views about
any or all of the subject securities or issuers referred to in this Research report, (2) no part of my compensation was, is or will be
directly or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of my
compensation is tied to any specific investment banking transactions performed by Nomura Securities International, Inc.,
Nomura International plc or any other Nomura Group company.

Issuer Specific Regulatory Disclosures

The term "Nomura Group" used herein refers to Nomura Holdings, Inc. or any of its affiliates or subsidiaries, and may refer to one or more
Nomura Group companies.

Materially mentioned issuers

Issuer Ticker Price Price date  Stock rating Sector rating Disclosures
IJM Corp 1IIM MK MYR 3.39 22-Aug-2016 Buy N/A
Sunway Construction
Group Bhd SCGB MK MYR 1.61 22-Aug-2016 Neutral N/A
Sunway Construction Group Bhd (SCGB MK) MYR 1.61 (22-Aug-2016) Neutral (Sector rating: N/A)
Rating and target price chart (three year history)
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Valuation Methodology We value SCGB based on CY17F target P/E of 15x which is higher than the average P/E of Malaysian
listed contractors but in-line with the valuations of large-caps like IIM and GAM. We believe the premium is justified due to
SCGB's exposure to Singapore's growing precast market. Using our fully diluted EPS forecast of 11sen for CY17F and target
multiple of 15x, we arrive at our target price of MYR1.60. The benchmark index for the stock is MSCI Malaysia.

Risks that may impede the achievement of the target price Downside risks to our view: 1) Delay in construction project
awards; 2) lower-than-expected margins; 3) Singapore housing units not growing as expected; 4) lower-than-expected
orderbook inflows. Upside risks: 1) Higher than expected project wins; 2) Higher-than-expected margins.
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1IIM Corp (IIM MK) MYR 3.39 (22-Aug-2016) Buy (Sector rating: N/A)
Rating and target price chart (three year history)
1JM Corp Date Rating Target price  Closing price
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Valuation Methodology We value 1IJM based on a CY17F target P/E of 18x which is close to +1SD of its historical valuation.
Using our fully diluted EPS forecast of 23sen for CY17F and target multiple of 18x, we arrive at our target price of MYR4.05. The
benchmark index for the stock is the MSCI Malaysia.

Risks that may impede the achievement of the target price Risks include: 1) lower-than-expected margins from construction
and property development; 2) lower-than-expected orderbook inflows or property sales; 3) lower CPO or building material
prices; and 4) unexpected cancellation of projects.
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the analyst expects the stock to underperform the Benchmark over the next 12 months. A rating of 'Suspended’, indicates that the rating, target
price and estimates have been suspended temporarily to comply with applicable regulations and/or firm policies. Securities and/or companies
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