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Bags Warehouse and Data Centre JObS | et price VS

By Teh Kian Yeong | tehky@kenanga.com.my

SUNCON has bagged two building jobs - a Daiso warehouse in Share Price Performance

Pulau Indah and a data centre in Johor effectively worth a total of
RM487.6m. This brings its YTD job wins to RM2.2b, which has
already met our FY23F full-year assumption. We maintain our
forecasts, TP of RM2.39 and OUTPERFORM call.
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SUNCON has clinched two building contracts effectively worth a total of 1.70
RM487.6m as follows: 1.60

1.50

i. a RM595.4m building job for Daiso’s global distribution centre
warehouse in Pulau Indah Port Klang, from Daiso Malaysia Group
Sdn Bhd, via a 50:50 JV with Kajima (Malaysia) Sdn Bhd, with 1-3gep-22 Nov-22 Jan23  Mar23  May-23 Jul-23 Sep-23
completion in 2QFY26.

1.40

ii. RM190m contract from K2 Strategic Infrastructure Malaysia Sdn KLCI 1,415.60
Bhd (a Kuok Group company) to build a data centre in Johor with kel chg e
YTD stock price chg 22.4%

completion in 4QFY24.
We are positive on these two contracts that boosted SUNCON’s YTD _Stock Information

job wins to RM2.2b, which has already met our FY23F full-year ~Shariah Compliant Yes
assumption of RM2.2b and exceeded the company’s own more Bloomberg Ticker SCGB MK Equity
conservative target of RM2b. They have also lifted its current ~Market Cap (RM m) 2,462.7
outstanding order book by 8% to RM6.38b. The guided EBIT margin of ~Shares Outstanding 1,289.4
5%-8% is also in line with our assumption of 7.5%. gg:xsgt :gzgg EE)) 122
Forecasts: Maintained. 3-mth avg daily vol: 627,004

o Free Float 13%
We keep our TP of RM2.39 based on 18x FY24F PER, which is in-line  geatg 0.8

with our valuation for big cap construction companies, i.e., GAMUDA
(OP; TP: RM5.45) and IIM (OP; TP: RM2.15). Our TP also includes a  Major Shareholders

5% premium to reflect a 4-star ESG rating as appraised by us (see  Sunway Holdings Sdn Bhd 54.6%
Page 4). Sungei Way Corp Sdn Bhd 10.1%
Employees Provident Fund 9.8%

Outlook. We expect a significant revitalisation of the construction
sector in 2024 backed by: (i) the roll-out of the RM45b MRT3 project,

. L . Summary Earnings Table
RM9.5b Bayan Lepas LRT and six flood mitigation projects reportedly 2 d

- . - . FY Dec (RM m 2022A  2023F  2024F
to be worth RMle, and (ii) t_he ylbrant private sector construction Turnover( ) 21552 25870 28544
market, underpinned by massive investment in new semiconductor EBIT 188 2 196.0 294.6
foundries and data centres. SUNCON is eyeing opportunities in data ppgT 184.1 1905 214.6
centre building jobs, MRT3 and Bayan Lepas LRT work packages and = Net Profit 135.2 146.1 163.3
contracts from parent and sister companies. Core Net Profit 144.0 146.1 163.3
We like SUNCON for: (i) strong job prospects of the sector as a whole CE:ansi(relnzuSevision ) 140-? 160-2_
with the imminent roll-out of key public infrastructure projects; (i) its Core E%S (sen) 112 1 o
strong earnings visibility underpinned by RM6.38b outstanding order Core EPS growth (%) 28:7 1:5 11:8
book and recurring jobs from parent and sister companies, and (iii) its ~ \ppg (sen) 55 50 50
extensive capabilities and track record in building, infrastructure, solar,  NTA Per Share (RM) 0.59 0.66 0.73
mechanical, electrical and plumbing works. Maintain OUTPERFORM. Price to NTA () 392 29 26
Risks to our recommendation include: (i) weak flows of construction P ER () 17.1 16.9 15.1
jobs from public and private sectors, (i) project cost overrun and S?DIEG(%Z)rmg ) (1)843 2702 2702
liabilities arising from liquidated ascertained damages (LAD), and (i) ot piy. Yield %) 29 26 o

rising cost of building materials.
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Income Statement Financial Data & Ratios
FY Dec (RM m) 2020A 2021A 2022A 2023F 2024F FY Dec 2020A 2021A 2022A 2023F 2024F
Revenue 1553 1729 2155 2587 2854 Growth
OP 91 139 187 194 225 Revenue -12% 11% 25% 20% 10%
JVA 10 13 2 2 0 EBIT -31% 52% 23% 4% 15%
EBIT 101 153 188 196 225 PBT -36% 50% 21% 4% 13%
Finance costs 1 0 -4 -6 -10 PAT -43% 50% 25% 5% 12%
PBT 102 152 184 191 215 Net Profit -44% 55% 20% 8% 12%
Taxation -28 -41 -45 -44 -51 Core Net Profit -46% 59% 23% 2% 12%
PAT 74 111 139 146 163
MI 1 -2 4 0 0 Profitability
Net Profit 73 113 135 146 163 EBIT margin 6% 9% 9% 8% 8%
Exceptionals 2 1 -9 0 0 PBT margin 7% 9% 9% 7% 8%
Core Net Profit 70 112 144 146 163 PAT margin 5% 6% 6% 6% 6%
Net Profit margin 5% 7% 6% 6% 6%
Balance Sheet CNP margin 5% 6% 6% 6% 6%
FY Dec (RM m) 2020A 2021A 2022A 2023F 2024F Effective Tax Rate -27% -27% -25% -23% -24%
Fixed Assets 107 125 125 125 125 ROE 11.0% 16.0% 18.0% 17.3% 17.3%
Intangibles 0 0 0 0 0 ROA 3.7% 6.0% 63% 57% 6.2%
JVA 45 127 127 127 127
NC Inventories (Lanc 0 0 0 0 0 Leverage
Inventories 34 46 50 50 50 Debt/Equity (x) 0.47 0.34 0.57 0.87 0.78
Receivable 905 661 850 1350 1350 Net Debt/(Cash) -343 -458 -372 46 -53
Other Assets 171 210 210 210 210 Net Debt/Equity (x) -0.54 -0.65 -0.49 0.06 -0.06
Cash 644 696 809 691 792
Total Assets 1906 1864 2171 2552 2653 Valuations
Core EPS (sen) 5.5 8.7 11.2 11.3 12.7
Payables 940 861 900 900 901 NDPS (sen) 4.0 5.3 5.5 5.0 5.0
ST Borrowings 234 93 93 93 93 BV/share (RM) 0.49 0.54 0.59 0.66 0.73
LT Borrowings 67 145 345 645 646 Core PER (x) 28.2 17.7 17.1 16.9 15.1
Other Liabilities 27 49 49 49 49 Net Div. Yield (%) 2.6 3.4 2.9 2.6 2.6
Total Liabilities 1267 1147 1386 1686 1688 PBV (x) 3.12 2.84 3.23 291 2.61
Net Assets 639 717 785 866 965
Share Cap 227 228 228 228 228
Reserves 410 471 535 617 716
Share Equity 637 699 763 845 944
M 2 18 21 21 21
Total Equity 639 717 785 866 965

Cashflow Statement
FY Dec (RM m) 2020A 2021A 2022A 2023F 2024F

Operating CF 88 239 -1451 -348.35 174.32
Investing CF -173 -174 -120 -100 -100
Financing CF -147 -122 128.10 230.03 -73.47
Change in Cash -233 -58 114 -118 101

Source: Kenanga Research
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Peer Table Comparison

Net. Net Div
Div. Yid
(sen) (%)
1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 1-Yr.
Fwd. Fwd. Fwd. Fwd. Fwd. Fwd. Fwd.

PER (x) - Core

VG Earnings

Price
(RM)

Last Price Core EPS (sen) Core EPS Growth

(RM)

Upside Market Cap Shariah Current
(C) (RM'm) Compliant FYE

Rating

Stocks Under Coverage

GAMUDA OoP 4.47 5.45 21.9% 12,054.8 Y 07/2024 43.6 52.0 29.5% 19.2% 12.3 9.9 1.0 9.8% 12.0 2.7%
1IM OP 1.83 2.15 17.5% 6,416.3 Y 03/2024 9.2 8.6 -2.1% -6.3% 20.1 215 0.7 4.0% 6.0 3.3%
KERJAYA OoP 1.37 1.64 19.7% 1,727.6 Y 12/2023 12.2 14.0 31.0% 14.6% 11.3 9.8 1.6 14.6% 6.0 4.4%
KIMLUN OP 0.815 0.910 11.7% 288.0 Y 12/2023 9.5 11.9 -12.6% 25.9% 8.2 7.0 0.3 4.1% 1.0 1.2%
SUNCON OoP 191 2.39 25.1% 2,462.7 Y 12/2023 11.3 12.6 1.5% 11.7% 15.0 14.4 2.9 17.7% 5.0 2.6%
WCT OP 0.545 0.740 35.8% 772.4 Y 12/2023 25 3.7 -28.6% 48.6% 21.6 14.8 0.2 2.7% 0.5 0.9%
Sector Aggregate 23,721.7 17.2% 14.2% 13.1 115 0.9 6.5% 2.5%

Source: Kenanga Research
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Stock ESG Ratings:

I T

Earnings Sustainability & Quality * * * *
Z:I Corporate Social Responsibility * * * *
o Management/Workforce Diversity * * * *
I'IZJ Accessibility & Transparency * * * * e
Er)J Corruption-Free Pledge * * * *
Carbon-Neutral Initiatives * * * * e
Migrant Worker Welfare * * * *
o Waste Disposal/Pollution Control * * * *
L Work Site Safety * * * *
G ; .
I Gonsiraction Technolooy Sl 3 denotes half-star
AR : o % -10% discount to TP
) Supply Chain Auditing * * * * %% -5% discount to TP
Energy Efficiency * * * * % %% TP unchanged
* * * * * %k *k +5% premium to TP
OVERALL *kkk* +10% premium to TP
Stock Ratings are defined as follows:
Stock Recommendations
OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%
Sector Recommendations***
OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

**Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment
Bank Berhad being a full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider
with respect to a security that may also fall under its research coverage.
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