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Wins another highway contract in India

Quick Note
Today Sunway Construction (SunCon) announced that it has been awarded: 1)
 ~MYR315mn highway contract in India in a 60:40 JV with local contractor RNS 
Infrastructure (RNS); and 2) ~MYR18mn worth solar project in Malaysia. 

•

This is the second highway contract win in India in 2020; the first one was won in 
Mar’20 with the same local partner, RNS (see our note ). The structure of the contract 
is also similar to the first project and has two parts – 1) two-laning of a section of 
highway in Tamil Nadu state which has a contract sum of ~MYR315mn (~INR5.54bn) 
to be completed in ~2 years; and 2) 15 years’ operating and maintenance contract at 
~MYR0.85mn (INR15mn) per annum.

•

The JV will receive 40% of the project cost in the first two years (construction period) 
and the remaining 60% in fixed annuity payments over 15 years. This remaining 60% 
of the sum will be recorded in receivables in SunCon’s balance sheet. The payment 
structure is similar to the highway job won in Mar’20 in India, but is different from 
SunCon’s usual projects that are paid for on completion, but we note that the risk to 
receivables for the new project is minimal given the project owner is National 
Highways Authority of India (NHAI), an SOE.

•

With these projects, the total orderbook replenishment for YTD 2020 stands at 
~MYR2.3bn (this excludes the reduction of MYR883mn in the LRT3 contract sum, also 
announced this year, see our note ). Note that the effective YTD orderbook 
replenishment (taking into account effective share of SunCon) is MYR2bn (Fig. 1 ). 

•

We are positive on this announcement as we believe that given the fiscal constraints 
the Malaysian government faces, relying only on Malaysian mega-projects for 
orderbook replenishment is a risky strategy. As a result, we find contractors are likely 
to be even more committed to international diversification going forward as flagged in 
our multi-sector report (The four ‘R’s ).

•

We maintain our Buy rating for SunCon as: 1) it is likely to be a beneficiary of the 
positive news flows from project awards in Malaysia and the revival of infra jobs and 
project support from the parentco, and also overseas job wins from India; 2) we 
believe SunCon is the best pure-play exposure within our coverage to the construction 
sector in Malaysia, with strong earnings to cash flow conversion, net cash balance 
sheet, and high ROE (FY21F: 22%); and 3) we expect its precast business to grow 
again with the opening of a new precast plant in Singapore. We value SunCon at a 
FY21F P/E of 20x (current: 16.4x; EPS of 11sen) to arrive at our TP of MYR2.20 (21% 
implied upside).

•
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Fig. 1: SunCon: YTD contract wins
  

Project Duration
Contract Sum 

(MYR mn)

Effective 

Contract Sum 

(MYR mn)

Thorapalli Agraharam - Jittandahalli 24 months 508 305

Bukit Batok Primary School various 1 1

Roooftop solar projects <6months 7 7

Chan Sow Lin KVMRT UG St (MEP) 12 months 54 54

Sunway Intl School 30 months 121 121

Ang Mo Kio N6C34 24 months 37 37

CP2 40 months 344 344

Belfield residential condo 45 months 403 403

Sunway Intl School (add VO) 30 months 15 15

Sunway resort hotel & Spa renovation 13 months 81 81

Sunway Medical Phase 4 (add VO) 22 months 162 162

Sunway Velocity TWO 34 months 253 253

Meensurutti - Chidambarm 32km 24 months 315 189

Roooftop solar 12 months 18 18

Total 2,319 1,990

Source: Company data, Nomura research
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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 refers to Nomura Holdings, Inc. and its affiliates and subsidiaries, including Nomura 
Securities International, Inc. ('NSI'), 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 1.82 27-Oct-2020 Buy N/A  

 
Sunway Construction (SCGB MK) MYR 1.82 (27-Oct-2020) Buy (Sector rating: N/A)
Rating and target price chart (three year history)

Date Rating Target price Closing price
18-Aug-20 2.20 1.79
16-May-19 2.30 1.94
21-Nov-18 2.00 1.60
18-May-18 2.60 2.02
22-Jan-18 3.00 2.49

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 20x on FY21F earnings. Using net income of MYR143mn for 
FY21F and a target P/E of 20x, we arrive at our TP of MYR2.20. 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/globalresearchportal/pages/disclosures/disclosures.aspx 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:
51% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 44% 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) 
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with this rating were supplied material services** by the Nomura Group.
43% 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
6% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 14% 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 September 2020.
*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/globalresearchportal/pages/disclosures/disclosures.aspx ; 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.
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Other than disclosures relating to the Nomura Group, the Nomura Group does not warrant, represent or undertake, express or implied, that the 
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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 
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