NOMAURA

Sunway Construction Group

Bhd scockL sces Mk

EQUITY: ENGINEERING & CONSTRUCTION

In-line FY18 results

Quick Note

Construction makes up for weak precast segment, flat dividends

e A 3pp improvement in 4Q18 PBT margin of the construction segment and
10% growth in FY18 construction revenue ensured that SunCon finished
the year in-line, with FY18 PATAMI forming 99% of both our estimates and
Bloomberg consensus.

e FY18 revenue of MYR 2.3bn was up 9% y-y due to strong performance of
the construction segment. But PBT of MYR183mn was up only 5% due to
a weak precast segment. Total 4Q18 revenue was MYR 626mn, down
16% y-y (+12% g-q) due to completion of some construction jobs. PBT for
the quarter at MYR47mn was up 7% y-y, despite losses in precast, due to
a 3pp jump in construction PBT margins.

e The company announced a second interim dividend of 3.5 sen/share, thus
bringing the total for the year to 7.0 sen/share, the same as last year.

e SunCon'’s current orderbook stands at MYR6bn, following the MYR781mn
job win from Tenaga last week. The company also maintains a healthy net
cash position of MYR370mn.

Mega project win improves outlook; maintain Buy

e | ast week, SunCon announced a MYR781mn construction contract win
from Tenaga to build its campus in Jalan Bangsar, KL. This, we note, is
SunCon'’s first contract win of the year, and puts it well on track to achieve
its new project-win target of MYR1.5bn and our estimate of MYR1.8bn for
2019F. For a detailed analysis, see our Quick Note: Big contract win.

e We maintain our Buy rating on SunCon given: 1) its healthy orderbook and
2) dividend upside from strong balance sheet/cash flow generation.

e \We value SunCon at a cash-adjusted FY19F P/E of 15x (EPS of
MYRO.12), vs the current cash-adjusted FY19F P/E of 11x, to arrive at our
TP of MYR2.00 (implying 15.6% upside).

Segment-wise performance

e Construction segment: 4Q18 revenue of MYR595mn was down 18% y-y
after some projects like Putrajaya Parcel F were completed. PBT rose
22% y-y with a 3pp improvement in PBT margins because of the
finalisation of some accounts. Revenue was up 14% g-q due to higher
turnover from Sunway Carnival Mall Extension. For the full year,
construction revenue was up 10% due to higher contribution from several
projects such as KVMRT, LRT 3, Bukit Bintang City Centre development
and International School of KL.

e Precast segment: Project completions and low margins affected this
segment. It posted a pre-tax loss of MYR3mn in 4Q18 and PBT of just
MYR1mn in FY18. The segment’s FY18 revenue of MYR134mn was down
8% y-y. 4Q18 revenue of MYR31mn rose 16% y-y due to the current work
schedule.
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Fig. 1: SunCon — FY18 results snapshot

MYR mn FY18 NMR FY18F as % of NMR Cons FY18F as % of cons

Revenue 2,257 2,173 104% 2,315 97%
Adj PBT 183 184 99% 187 98%
Adj NPATAMI 145 146 99% 147 99%
Reported NPATAMI 145 146 99% 147 99%

Source: Company data, Bloomberg, Nomura estimates

Fig. 2: SunCon —4Q18 results review

as % of
FY18F

Revenues 626 748 (16%) 557 12% 2,257 2,076 9% 2,173 104%
Construction 595 722 (18%) 524 14% 2,123 1,931 10% 2,001 106%
Precast concrete 31 26 16% 33 (8%) 134 145 (8%) 172 78%

Operating profit 45 38 17% 45 1% 175 165 6% 174 100%
Construction 48 35 35% 47 3% 174 137 26%

Precast concrete ?3) 3| (195%) 2) 49% 1 27 (96%)

Adjusted Pretax profit a7 44 7% 47 1% 183 174 5% 184 99%
Construction 50 41 22% 49 3% 182 147 24% 177 103%
Precast concrete ?3) 3| (196%) ) 48% 1 28 (96%) 7 15%

Core PAT 37 32 15% 37 1% 145 138 5% 146 99%

Core PAT - equityholders 37 32 15% 36 0% 145 138 5% 146 99%

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

Headline NPAT - equityholders 37 32 15% 36 0% 145 138 5% 146 99%

Adj Pretax margins 8% 6% 2 ppt 8% -1 ppt 8% 8% 8%
Construction 8% 6% 3 ppt 9% -1 ppt 9% 8% 9%

Precast concrete (9%) 11% -21 ppt (6%) -4 ppt 1% 19% 4%

Source: Company data, Nomura estimates

Fig. 3: SunCon'’s current outstanding orderbook Fig. 4: SunCon: Orderbook replenishment

Contract Outstanding
MYR mn Sum order book 2018 o :
Infrastructure/Piling MYR mn QMIrEE
MRT V201 + S201 (Sg Buloh-Persiaran Dagang) 1,213 459 sum
LRT3: Package GS07-08 2,178 1,969 Sunway Carnival 2 Extension 286
BBCC - Bore piling 88 0 SunGeo Lake 44 storey residential tower 223
Others &7 3 Sunway Medical Centre 180
Piling Works 128 99 L
e i Piling works 128
Putrajaya Parcel F 1,610 170 Precast 229
PPA1M project in Kota Bharu 582 180 Sunway Velocity TWO 352
Nippon Express 70 48 GDC (Plant 2) 14
GDC (Plant 2) 14 14
TNB HQ Campus 781 781 3C4 ) 100
Others 487 21 Velocity Ecodeck 11
Internal M&E works 30
Sunway Velocity Medical Centre 185 32 Total 1,553
Sunway Medical Centre Phase 4 512 439
Sunway Iskandar - Emerald Residences 175 15
Big Box Iskandar 170 74 YTD 2019
Sunway Serene - Serviced Residences 449 339 Contract
Velo 2 352 352 MYR mn

sum

3C4 100 99
Sunway GEOLake 223 177 TNB HQ Campus /8l
Carnival Mall Ext 286 256 Total 781
SMC Seberang Jaya 180 167 Source: Company data, Nomura research
Velocity Ecodeck 11 10
M&E works 30 11
Singapore
Precast 331 53
Precast - New order 2018 229 233
Total 10,469 6,001
Orderbook burn rate (FY18, including internal) 2,257
Implied earnings visibility (years) 2.7

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') 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
Group Bhd SCGB MK MYR 1.73 25-Feb-2019 Buy N/A
Sunway Construction Group Bhd (SCGB MK) MYR 1.73 (25-Feb-2019) Buy (Sector rating: N/A)
Rating and target price chart (three year history)
Sunway Construction Group Bhd Date Rating Target price  Closing price
As of 18-Feb-2013 21-Nov-18 2.00 1.60
Currency = MYR 18 May-18 2.60 2.02
22-Jan-18 3.00 2.49
06-Oct-17 2.80 2.29
21-Sep-17 2.70 2.25
26-May-17 2.40 2.10
10-Mar-17  Buy 1.75
10-Mar-17 2.00 1.75
07-Jun-16 1.60 1.56

1.00

0.75
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0.25

2016/07/01 2017/01701 2017/07 /01 2018/01/01 2018/07/01 2019/01/01
— Clasing Price & Target Price Change @ Recommendation Changes
Source: ThomsonReuters,Nemura research

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

Valuation Methodology We value SunCon at a cash-adjusted P/E of 15x on FY19F earnings and value the cash on its balance
sheet separately. Using net income less interest income of MYR136mn for FY19F and a cash-adjusted P/E of 15x, we arrive at
an equity value, ex-cash holdings, of MYR2bn. To this we add the estimated cash balance at end-FY19F to arrive at our TP of
MYR2.00. The benchmark index for the stock is the MSCI Malaysia.

Risks that may impede the achievement of the target price Downside risks: 1) delay or cancellation of construction project
awards; 2) lower-than-expected margins; 3) Singapore housing units not growing as expected; and 4) lower-than-expected
orderbook inflows.

Important Disclosures

Online availability of research and conflict-of-interest disclosures

Nomura Group research is available on www.nomuranow.com/research, Bloomberg, Capital I1Q, 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., or Instinet, LLC on 1-877-865-5752. 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 NSl or ILLC, 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.
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Nomura Global Financial Products Inc. (‘NGFP”) Nomura Derivative Products Inc. (“NDPI”) and Nomura International plc. (“Nlplc”) are
registered with the Commaodities Futures Trading Commission and the National Futures Association (NFA) as swap dealers. NGFP, NDPI, and
Nlplc 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; 43% 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.

43% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 54% 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; 15% 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 31 December 2018.

*The Nomura Group as defined in the Disclaimer section at the end of this report.

** As defined by the EU Market Abuse Regulation

Distribution of ratings (Instinet, LLC)

The distribution of all ratings published by Instinet, LLC Equity Research is as follows:

55% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; Instinet LLC has provided
investment banking services to 0% of companies with this rating within the previous 12 months.

41% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; Instinet LLC has provided
investment banking services to 0% of companies with this rating within the previous 12 months.

4% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; Instinet LLC has provided
investment banking services to 0% of companies with this rating within the previous 12 months.

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
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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
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Monetary Authority of Singapore); Nomura Australia Ltd. (‘NAL’), Australia (ABN 48 003 032 513), regulated by the Australian Securities and
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Registration No. for Stock Broking activities : BSE INB011299030, NSE INB231299034, INF231299034, INE 231299034, MCX: INE261299034;
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analyst is employed by BDO Unibank Inc. ("BDO Unibank") who has been seconded to BDO-NS, to provide research assistance services to
NSL under an agreement between BDO Unibank, NSL and BDO-NS. BDO-NS is a Philippines securities dealer, which is a joint venture
between BDO Unibank and the Nomura Group.

THIS MATERIAL IS: (I) FOR YOUR PRIVATE INFORMATION, AND WE ARE NOT SOLICITING ANY ACTION BASED UPON IT; (Il) NOT TO
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