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2Q23: Slow ramp up q-q in construction

Quick Note
Results snapshot: SunCon reported adjusted 2Q23 net income of MYR33mn, up 2% y-y 
and up 19% q-q. The q-q uptick in earnings was driven by both construction and precast 
segments. 1H23 net income of MYR61mn (-9% y-y) formed 41% of both our/Bloomberg 
consensus FY23F estimates. The result was below our estimate due to the slow ramp up 
in data centre project on design changes. SunCon’s net gearing ratio currently stands at 
0.33x vs a net cash position of MYR55mn as at end-2022 and net gearing of 0.06x in end-
1Q23, due to the receivables from Indian highways which have deferred the payment 
terms. SunCon has announced an interim dividend of 3sen/sh, which implies 1.7% yield.

Construction segment review: Construction revenue for 2Q23 was MYR536mn, up 14% 
q q. PBT was up 8% q-q, but PBT margin was down marginally to 7.3% vs 7.7% in 1Q23. 
The sequential uptick in revenue was driven by higher contributions from renewable 
energy projects and a pick up in new projects. New orderbook replenishment for 1H23 
was at MYR1.59bn. The company’s outstanding orderbook currently stands at MYR5.8bn, 
while the active tender-book stands at MYR27bn. The company reported positive 
operating cash flows (OCF) of MYR25mn in 2Q23 vs MYR61mn negative OCF in 1Q23. 
Note that SunCon currently has a long term receivables balance of MYR397mn on its 
balance sheet. This relates to its two India projects, which have deferred the payment 
terms for 60% of the project value, and therefore SunCon will likely be required to draw 
down debt to finance it, in our view. The receivables balance is likely to go up as these 
projects near completion by end of the year, as per management. Management is also 
looking to monetise and sell these receivables to infrastructure funds; this can be positive 
in our view, once concluded. SunCon will meet NHAI (National Highways Authority of 
India) in Oct’23 to finalise the scope of the TJ (Thorapalli Jittandahhalli) Highway project in 
India, post which the works can resume on that project, as per management.

Pre-cast segment review: Precast revenue/PBT for 2Q23 came in at MYR69mn/ 
MYR3mn (+29%/ +149% q-q). The sequential uptick in revenue was driven by productivity 
improvement at the precast plant (ICPH) in Singapore, which was opened in Jan’23; 
although higher depreciation affected earnings negatively.

Outlook: SunCon is targeting MYR2bn orderbook replenishment (Nomura estimate: 
MYR2bn) in FY23E, and it has already secured MYR1.59bn worth of projects in 1H23. 
Sunway recently secured a ~30MW project as part of Corporate Green Power Programme 
(CGPP). On MRT3, should SunCon not win the main contractor role, it is open to be a 
subcontractor in the civil work packages, as per management. The potential pipeline for 
SunCon also includes further packages for JB-Singapore RTS (two more packages are to 
be awarded), data-center projects, semiconductor factory and warehouse projects; a 
shopping mall in Ipoh (to be awarded by end of the year), Sunway Medical Centre 
extension (~MYR50-80mn) and precast. Management believes that the projects which are 
part of the National Energy Transition Roadmap (NETR), recently announced by the 
Malaysia government, can potentially boost demand for solar power installations and 
should boost the renewable energy sector. On margins, management is guiding for a 
normalised PBT margin of 5-8% in 2023 from the construction segment as a number of 
projects are in the initial stages. SunCon also entered into a definitive EPC agreement for 
the Song Hau 2 thermal power plant in Vietnam in Mar’23. The company is still awaiting 
financial closure on this project, which is expected in Sep’23, as per management. Also, 
with the opening of its precast plant in Singapore, management believes earnings 
contribution from the precast division will continue to increase. Capex for SunCon will 
likely remain low as ICPH development is almost complete, as per management.
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Reiterate Buy: We reiterate our Buy rating on SunCon, as: 1) we think a visible pipeline of 
projects from the parentco and Malaysia/India jobs should help with orderbook 
replenishment and provide better earnings visibility; 2) catalysts such as ramp-up of 
projects should lead to better performance in the upcoming quarters, and potential 
monetisation of receivables should help its balance sheet; 3) we believe SunCon is the 
best pure-play exposure within our construction sector coverage universe in Malaysia, with 
strong earnings to cash flow conversion, a liquid balance sheet, and high ROEs 
(FY23F/24F: 19%/ 18.5%); and 4) we expect its precast orderbook and renewable 
segment to grow due to the opening of its new precast plant in Singapore. We value 
SunCon at an unchanged FY23F P/E of 18x (+1SD to its long-term average valuation, 
which we view as justified for an asset light cash generative business) to arrive at our TP 
of MYR2.00, implying ~11% upside. The stock is currently trading at 15.9x FY23F EPS of 
11sen.

Fig. 1: SunCon – 1H23 results snapshot
  

MYR mn 1H23 NMR FY23F as % of NMR Cons FY23F as % of cons

Revenue 1,126 2,967 38% 2,727 41%

Adj PBT 80 196 41% 192 42%

Adj NPATAMI 61 147 41% 149 41%

Reported NPATAMI 61 147 41% 150 41%

Source: Company data, Bloomberg Finance L.P. consensus, Nomura estimates
 

Fig. 2: SunCon – 2Q23 results review
  

2Q23 2Q22
% chg 

y-y
1Q23

% chg 

q-q
1H23 1H22

% chg 

y-y
FY23F

as % of 

FY23F

Revenues 604 558 8% 522 16% 1,126 1,183 (5%) 2,967 38%

Construction 536 523 2% 469 14% 1,005 1,111 (10%) 2,792 36%

Precast concrete 69 35 96% 53 29% 122 72 69% 175 69%

Operating profit 47 42 10% 42 12% 88 85 4% 223 40%

Construction 40 40 1% 38 7% 78 81 (4%)

Precast concrete 6 2 156% 4 54% 10 4 167%

Adjusted Pretax profit 42 43 (2%) 38 13% 80 90 (12%) 196 41%

Construction 39 41 (5%) 36 8% 75 87 (14%) 192 39%

Precast concrete 3 2 71% 1 149% 5 3 56% 4 103%

Core PAT 33 34 (1%) 29 16% 62 69 (11%) 148 42%

Core PAT - equityholders 33 32 2% 28 19% 61 67 (9%) 147 41%

Other one-off charges 0 0 NM 0 NM 0 0 NM 0 NM

Headline NPAT - equityholders 33 32 2% 28 19% 61 67 (9%) 147 41%

Adj Pretax margins 7.0% 7.7% -1 ppt 7.2% 0 ppt 7.1% 7.6% -1 ppt 6.6%

Construction 7.3% 7.9% -1 ppt 7.7% 0 ppt 7.5% 7.9% 0 ppt 6.9%

Precast concrete 4.7% 5.4% -1 ppt 2.4% 2 ppt 3.7% 4.0% 0 ppt 2.5%

MYR mn

Source: Company data, Nomura estimates
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Fig. 3: SunCon’s outstanding orderbook
As of end-4Q22

MYR mn

Infrastructure/Piling

LRT3: Package GS07-08 2,178 1,295 1,589 15

RTS Link Package 1B and 5 605 587

LRT3: GS06 191 52

Building

Oxley Tower + VO 77 47

JHB1X0 - Data Centre 1,700 1,593

Renewable energy 500 341

India

Thorapalli Agraharam - Jittandahalli 508 305

Meensurutti - Chidambarm 32km 315 98

Internal

Sunway Medical Centre Phase 4 + VO 612 77

Velo 2 352 8

3C4 100 9

SMC IPOH + VO 217 165

SIS + VO 140 12

South Quay Square 756 417

South Quay Square - VO 607 607

Belfield residential condo 403 202

Sunway Carnival mall 253 253

Sunway Velocity TWO 253 112

Big Box Office 51 5

SMC Damansara 240 153

SW Flora 278 266

Renewable energy 12 4

Singapore

Precast 676 376

External - New order 2023 76 75

Total 10,214 5,776

Orderbook burn rate (FY22, including internal) 3,011

Implied earnings visibility (years) 1.9

Contract Sum 
Outstanding 

order book 

Source: Company data, Nomura research
 

Fig. 4: YTD 2023 orderbook replenishment
  

Project Duration
Contract Sum 

(MYR mn)

Bidadari C17 - LPS Dec-23 4

Precast - Watertanks Various 9

Heliosel Solar PV System - Package L3 Dec-23 34

Heliosel Solar PV System - Package L2 Oct-23 11

Oxley Tower VO Feb-24 9

RTS Link Package 1B and 5 Jun-25 605

South Quay Square mix development Oct-25 607

Kallang Whampoa C23A Dec-25 63

Carnival Mall Refurbishment Aug-24 253

Total 1,594

Source: Company data, Nomura research
 

Nomura | Sunway Construction 23 August 2023

3



Appendix A-1 
Analyst Certification 

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 terms "Nomura" and "Nomura Group" used herein refer to Nomura Holdings, Inc. and its affiliates and subsidiaries, including Nomura 
Securities International, Inc. ('NSI') and Instinet, LLC ('ILLC'), U. S. registered broker dealers and members of SIPC. 
 
Materially mentioned issuers
 
Issuer Ticker Price Price date Stock rating Sector rating Disclosures
Sunway Construction SCGB MK MYR 1.80 23-Aug-2023 Buy N/A  

 
Sunway Construction (SCGB MK) MYR 1.80 (23-Aug-2023) Buy (Sector rating: N/A)
Rating and target price chart (three year history)

Date Rating Target price Closing price
24-Feb-22 2.00 1.47
18-Nov-21 1.90 1.56
21-May-21 2.00 1.63

For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology We value SunCon at a target P/E of 18x on FY23F earnings estimate of MYR147mn for FY23F. We 
arrive at our TP of MYR2.00. The benchmark index for the stock is FTSE Bursa Malaysia KLCI Index.
Risks that may impede the achievement of the target price Downside risks include: 1) delays in construction project awards; 
2) lower-than-expected margins; 3) lower pre-cast earnings persisting; 4) a lack of new projects; 5) risk of project cancellation or 
arbitration.

Important Disclosures 
Online availability of research and conflict-of-interest disclosures
Nomura Group research is available on www.nomuranow.com/research, Bloomberg, Capital IQ, Factset, Reuters and ThomsonOne.
Important disclosures may be read at http://go.nomuranow.com/research/m/Disclosures or requested from Nomura Securities International, Inc. 
If you have any difficulties with the website, please email grpsupport@nomura.com for help.
 
The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a 
portion of which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are 
not registered/qualified as research analysts under FINRA rules, may not be associated persons of NSI, and may not be subject to FINRA Rule 
2241 restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account.
 
Nomura Global Financial Products Inc. (NGFP) Nomura Derivative Products Inc. (NDP) and Nomura International plc. (NIplc) are registered with 
the Commodities Futures Trading Commission and the National Futures Association (NFA) as swap dealers. NGFP, NDPI, and NIplc are 
generally engaged in the trading of swaps and other derivative products, any of which may be the subject of this report.
 
Distribution of ratings (Nomura Group) 
The distribution of all ratings published by Nomura Group Global Equity Research is as follows:
53% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 38% of companies with this 
rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the EEA) 
with this rating were supplied material services** by the Nomura Group.
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42% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 58% of companies with 
this rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the 
EEA) with this rating were supplied material services by the Nomura Group
5% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 4% of companies with this 
rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the EEA) 
with this rating were supplied material services by the Nomura Group.
As at 30 June 2023.
*The Nomura Group as defined in the Disclaimer section at the end of this report. 
** As defined by the EU Market Abuse Regulation
 
Definition of Nomura Group's equity research rating system and sectors
The rating system is a relative system, indicating expected performance against a specific benchmark identified for each individual stock, 
subject to limited management discretion. An analyst’s target price is an assessment of the current intrinsic fair value of the stock based on an 
appropriate valuation methodology determined by the analyst. Valuation methodologies include, but are not limited to, discounted cash flow 
analysis, expected return on equity and multiple analysis. Analysts may also indicate expected absolute upside/downside relative to the stated 
target price, defined as (target price - current price)/current price.
 
STOCKS
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral', 
indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce', indicates that 
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 
that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage. Investors should not expect continuing or 
additional information from Nomura relating to such securities and/or companies. Benchmarks are as follows: United States/Europe/Asia ex-
Japan: please see valuation methodologies for explanations of relevant benchmarks for stocks, which can be accessed at: 
http://go.nomuranow.com/research/m/Disclosures; Global Emerging Markets (ex-Asia): MSCI Emerging Markets ex-Asia, unless otherwise 
stated in the valuation methodology; Japan: Russell/Nomura Large Cap.
 
SECTORS
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A 'Neutral' stance, 
indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish' stance, indicates that 
the analyst expects the sector to underperform the Benchmark during the next 12 months. Sectors that are labelled as 'Not rated' or shown as 
'N/A' are not assigned ratings. Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging 
Markets (ex-Asia): MSCI Emerging Markets ex-Asia. Japan/Asia ex-Japan: Sector ratings are not assigned.
 
Target Price
A Target Price, if discussed, indicates the analyst’s forecast for the share price with a 12-month time horizon, reflecting in part the analyst's 
estimates for the company's earnings. The achievement of any target price may be impeded by general market and macroeconomic trends, and 
by other risks related to the company or the market, and may not occur if the company's earnings differ from estimates.
 
Disclaimers
This publication contains material that has been prepared by the Nomura Group entity identified on page 1 and, if applicable, with the 
contributions of one or more Nomura Group entities whose employees and their respective affiliations are specified on page 1 or identified 
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Shivsagar Estate, Dr. Annie Besant Road, Worli, Mumbai- 400 018, India; Tel: 91 22 4037 4037, Fax: 91 22 4037 4111; CIN No: 
U74140MH2007PTC169116, SEBI Registration No. for Stock Broking activities : INZ000255633; SEBI Registration No. for Merchant Banking : 
INM000011419; SEBI Registration No. for Research: INH000001014 - Compliance Officer: Ms. Pratiksha Tondwalkar, 91 22 40374904, 
grievance email: india.compliance-in@nomura.com. FOR REPORTS WITH RESPECT TO INDIAN PUBLIC COMPANIES OR AUTHORED BY 
INDIA-BASED NFASL RESEARCH ANALYSTS: (I) INVESTMENT IN SECURITIES MARKETS IS SUBJECT TO MARKET RISKS. READ ALL 
THE RELATED DOCUMENTS CAREFULLY BEFORE INVESTING. (II) REGISTRATION GRANTED BY SEBI, AND CERTIFICATION FROM 
NISM IN NO WAY GUARANTEE PERFORMANCE OF THE INTERMEDIARY OR PROVIDE ANY ASSURANCE OF RETURNS TO 
INVESTORS. (l) Nomura Fiduciary Research & Consulting Co., Ltd. ('NFRC') Tokyo, Japan. ‘CNS Thailand’ next to an analyst’s name on the 
front page of a research report indicates that the analyst is employed by Capital Nomura Securities Public Company Limited (‘CNS’) to provide 
research assistance services to NSL under an agreement between CNS and NSL. ‘NSFSPL’ next to an employee’s name on the front page of a 
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Nomura entities under inter-company agreements. 'Verdhana' next to an individual's name on the front page of a research report indicates that 
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partnership agreement and neither Verdhana nor such individual is licensed outside of Indonesia. For the avoidance of doubt and for the 
purpose of disclosure, Nomura Orient International Securities Co., Ltd (“NOI”), a joint venture amongst Nomura Group, Orient International 
(Holding) Co., Ltd and Shanghai Huangpu Investment Holding (Group) Co., Ltd is excluded from the definition of Nomura Group. An individual 
name printed next to NOI on the front page of a research report indicates that individual is employed by NOI to provide research assistance to 
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THIS MATERIAL IS: (I) FOR YOUR PRIVATE INFORMATION, AND WE ARE NOT SOLICITING ANY ACTION BASED UPON IT; (II) NOT TO 
BE CONSTRUED AS AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITIES IN ANY JURISDICTION WHERE 
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BASED UPON INFORMATION FROM SOURCES THAT WE CONSIDER RELIABLE, BUT HAS NOT BEEN INDEPENDENTLY VERIFIED BY 
NOMURA GROUP.
Other than disclosures relating to the Nomura Group, the Nomura Group does not warrant, represent or undertake, express or implied, that the 
document is fair, accurate, complete, correct, reliable or fit for any particular purpose or merchantable, and to the maximum extent permissible 
by law and/or regulation, does not accept liability (in negligence or otherwise, and in whole or in part) for any act (or decision not to act) resulting 
from use of this document and related data. To the maximum extent permissible by law and/or regulation, all warranties and other assurances 
by the Nomura Group are hereby excluded and the Nomura Group shall have no liability (in negligence or otherwise, and in whole or in part) for 
any loss howsoever arising from the use, misuse, or distribution of this material or the information contained in this material or otherwise arising 
in connection therewith.
Opinions or estimates expressed are current opinions as of the original publication date appearing on this material and the information, including 
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