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Target Price: RM3.20
Previously: RM2.95
Current Price: RM2.73
Capital upside 17.2%
Dividend yield 2.2%
Expected total return 19.4%

Sector coverage: Construction
Company description: SunCon is involved in
construction and precast products.
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Stock information

Bloomberg ticker SCGB MK
Bursa code 5263
Issued shares (m) 1,293
Market capitalisation (RM m) 3,530
3-mth average volume (‘000) 634
SC Shariah compliant Yes
FAGBM Index member No
ESG rating NA
Major shareholders

Sunway Holdings Sdn Bhd 54.6%
EPF 6.8%
Earnings summary

FYE (Dec) FY23  FY24f  FY25¢f
PATMI-core (RMm) 1504 1725  218.0
EPS - core (sen) 11.6 13.3 16.9
P/E (x) 235 205 16.2

21 March 2024
Newsbreak

Sunway Construction Group

Piling on the wins

SunCon announced the clinching of a data centre contract worth RM747.8m,
bringing total contract wins YTD to RM1.6bn. Its orderbook of RM6.9bn (2.6x
cover) is now an all-time high tally. Converting on both its ongoing ECI
packages could see wins surpassing our RM3.4bn assumption. Job pipeline
remains strong with existing tenders in the advance tech facilities space,
warehouses/factories, precast and infrastructure while internal projects will
augment its work orders. Maintain BUY with higher TP of RM3.20. SunCon is a
proxy to coming infrastructure project rollouts, vibrant advanced technology
facilities sector and a growing parent-co empire.

NEWSBREAK

SunCon announced that it has entered into a Project Services Request in relation to
the construction and completion of a data centre located in Selangor worth
RM747.8m. The counterparty is a multinational technology corporation
headquartered in the US. Works will begin in May-24, divided into four phases and
the final phase expected to be completed by 2Q27.

HLIB’S VIEW

All-time high tally... This latest contract win coupled with multiple contracts secured
in Feb-24 (see Fig.1) brings FY24 YTD secured contracts to RM1.6bn, boosting
SunCon’s unbilled orderbook to an all-time high of RM6.9bn (2.6x cover) —
surpassing its previous high-water mark of RM6.8bn achieved in FY17. Note that this
data centre contract is not related to Early Contractor Involvement (ECI) Packages A
& B the company secured in Feb-24. While both ECI packages were only worth a
total RM6.8m, a successful conversion of the subsequent EPC contract could bring
its contracts wins beyond our RM3.4bn assumption for FY24. The ECI phase is
expected to complete in Aug-24. For context, a consultancy contract for a RM1.7bn
data centre (EPC value) is worth RM8.8m and not to mention, the ECI phase normally
involves a smaller scope (vs consultancy).

...and still hungry. While job wins have been impressive to date, we gather that
SunCon still has multiple tenders in the advance technology facilities space. We
reckon the company’s end to end in-house construction capabilities and track record
in specialty M&E and cooling segment will continue to serve them well in this space.
Separately, we gather that prospects on its RM6.3bn VN contract continues to be
positively biased and there remains potential contract awards from internal projects,
warehouses/factories as well as precast. Infrastructure project rollouts will also add
to its pipeline.

Forecast. While wins were within replenishment assumptions, given the nature of
data centre contracts, we increase FY25f forecasts by +8.6%. No change to FY24f
forecasts.

Maintain BUY, TP: RM3.20. Maintain BUY with higher TP of RM3.20. TP is derived
by pegging FY25 EPS to 19.0x P/E multiple based on 5 year average P/E multiple.
SunCon is a proxy to coming infrastructure project rollouts, vibrant advanced
technology facilities sector and a growing parent-co empire. Further traction into the
advance technology facilities space could be a rerating catalyst amidst a scarcity of
quality exposure into this growth area.
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Figure #1  Contract wins in 2024 YTD

Projects Client RM m
Sunway Ipoh Mall Sunway Lost World Water Park Sdn Bhd 721.0
Early Contractor Involvement (ECI) Services - Package A Multinational Technology Company 3.4
Early Contractor Involvement (ECI) Services - Package B Multinational Technology Company 34
Ulu Pandan C1 & C2 CES Engineering & Construction Pte Ltd 103.4
Construction & completion of data centre in Selangor Multinational Technology Company 747.8
Total 1,579.0
SunCon

Figure #2 Financial forecast

FYE Dec (RM m) FY21 FY22 FY23 FY24f FY25f
Revenue 1,729.2 2,155.2 2,671.2 2,722.1 3,241.7
EBITDA 199.6 219.0 250.6 280.6 334.0
EBIT 172.2 195.2 229.6 251.5 303.6
PBT 185.0 192.8 194.0 226.3 286.1
PAT 143.5 147.4 151.2 176.9 2235
PATMI- Core 145.3 143.9 150.4 172.5 218.0
PATMI- Reported 112.6 135.2 145.1 172.5 218.0
Core EPS (sen) 1.2 1.1 11.6 13.3 16.9
PIE (x) 243 245 235 20.5 16.2
EV/EBITDA (x) 18.0 16.5 144 12.8 10.8
DPS (sen) 5.3 55 6.0 6.0 6.5
Yield (%) 1.9% 2.0% 2.2% 2.2% 2.4%
BVPS (RM/share) 0.5 0.6 0.6 0.7 0.8
P/B (x) 5.0 48 44 38 34
ROE (%) 22% 20% 18% 20% 22%
Net Gearing (%) 19% CASH 51% CASH CASH
HLIB Research
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Hong Leong Investment Bank Berhad (10209-W)

Disclaimer

The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for
any direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any time without prior notice. Hong Leong Investment Bank Berhad has no
obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the
appropriateness of investing in any securities or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represents a personal
recommendation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employees may, from time to time, own, have positions
or be materially interested in any securities mentioned herein or any securities related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securities and provide advisory, investment or other services for or do business with any companies or entities mentioned in this report. In
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. All
materials presented in this report, unless specifically indicated otherwise, are under copyright to Hong Leong Investment Bank Berhad. This research report and its contents
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, directly or indirectly, to any person or published in whole or in part, or altered
in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Hong Leong Investment Bank Berhad takes no responsibility for the content contained therein.
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are provided solely for your convenience.
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong
Investment Bank Berhad website shall be at your own risk.

1. As of 21 March 2024, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:

(a) -

2. As of 21 March 2024, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report:

(@)-
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Level 28, Menara Hong Leong,

No. 6, Jalan Damanlela,

Bukit Damansara,

50490 Kuala Lumpur

Tel: (603) 2083 1800

Fax: (603) 2083 1766

Stock rating guide

BUY Expected absolute return of +10% or more over the next 12 months.

HOLD Expected absolute return of -10% to +10% over the next 12 months.

SELL Expected absolute return of -10% or less over the next 12 months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result in a change from the previous rating.
NOT RATED Stock is not or no longer within regular coverage.

Sector rating guide

OVERWEIGHT Sector expected to outperform the market over the next 12 months.
NEUTRAL Sector expected to perform in-line with the market over the next 12 months.
UNDERWEIGHT Sector expected to underperform the market over the next 12 months.

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other
qualitative measures and situational aspects will also be considered when arriving at the final stock rating. Stock rating may also be affected by the market capitalisation of
the individual stock under review.
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