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Exceeded order book replenishment target
BUY

(Maintained)

Rationale for Report: Company Update

Investment Highlights

Price RM1.91
Fair Value RM2.20
52-week High/Low RML1.98/RM1.41 e We maintain BUY on Sunway Construction (SunCon) with
o a higher fair value (FV) of RM2.20/share (vs. RM2.08/share
Key Changes o previously), based on a rolled-forward FY24F PE of 16x,
Eﬁ;vame o which is 0.5 standard deviation above the 5-year average.
Our fair value includes a 3% premium rating to reflect the
YE to Dec FY22 FY23F FY24F  FY25F group’s 4-star ESG rating.
Revenue (RM mil) 2,155.2 3,107.7 3,377.0 3,621.9 . . .
Core net profit (RM mil) 1352 1500 1725 2015 * AsYTD new job wins hgve excegded our replen?shment
FD Core EPS (sen) 105 116 13.4 156 assumption of RM2.0bil, we raise our replenishment
FD Core EPS growth (%) 20.1 11.0 15.0 16.8 assumption for SunCon to RM2.5bil for FY23F. While we
ngs‘(m“)s Net Profit (RM mil) o i, 162-% 153-; retain FY23F net profit as the new contracts will only
DPS (sen . . . . . . . .
PE (X 181 163 14.2 129 begl_n contributing next year, we increase FY24F-25F
EV/EBITDA (X) 116 105 9.0 75 earnings by 6%-14%.
Div yield (%) 2.9 3.1 35 4.1
EOtEG(%), o 188 194 202 21.2 e SunCon has secured 2 substantive contracts worth
et Gearing (%) nm nm nm nm RM785mil (25% of FY23F revenue) as follows:
Stock and Financial Data
1) RM595mil contract from Daiso Malaysia Group to
Shares Outstanding (million) 1,289.4 design and construct the Daiso Global Distribution
Market Cap (RM mil) 2,449.8 Center Warehouse in Pulau Indah, Port Klang,
?f’&;gue (RM/share) g'? Selangor via a 50:50 joint venture with Kajima
ROE (%) 188 (Malaysia). The warehouse is expected to be
Net Gearing (%) - completed in 2QFY26.
Major Shareholders éﬂné\% Bhd & Cheah family 2) RM190mil contract from K2 Strategic Infrastructure
EPF (9.8%) Malaysia for the proposed development of a data
Amanah Saham Nasional (6.4%) centre in Johor, scheduled to be completed in
Free Float 19.2 4QFY?24.
Avg Daily Value (RM mil) 11
Price performance 3mth 6mth 12mth e The construction works for both contracts are expected
to commence in the 1QFY24, with estimated accretion to
gbls‘;',“‘e(gj/‘;) i;-g i‘-g 32-; SunCon’s net profit (NP) at RM13mil per year (or 8% of
elative ("o . . .
FY24F NP).
2.5 1 r 2,000 .
L 1 800 e The award of the above contracts raises new order book

2.0 ¢ \\

1600 replenishment by 55% to RM2.2bil and outstanding order

"lh}.\;"-‘" M: 1400 book by 12% to RM6.4bil. Hence, SunCon exceeded its
s | Y 1200 own replenishment target of RM2bil in FY23F.

[ 1000 e Looking ahead, we believe that more contracts will be
107 [ 80 awarded before the end of FY23F. These may include

[0 Mass Rapid Transit 3, Johor Bahru-Singapore Rapid
° [ 400 Transit System, Vietham power plant projects, some
00 . . . . 'zoo semiconductor factories, data centres and precast
Oct-18 Oct-19 Oct-20 Oct-21 Oct-22 projects.

SCGB MK FBMKLCI Index




Sunway Construction 06 October 2023

® Risks are (i) weaker-than-expected recovery of job flows; (ii) eroding profit margins from rising costs,
and (iii) shelving of mega projects.

® \We believe that the stock is undervalued as it is currently trading at a FY24F PE of 14x, significantly
below its 5-year average of 20x. SunCon also offers a decent dividend yield of 3.5% for FY24F.

EXHIBIT 1: 2023 NEW AWARDS

Projects Duration Contract Sum (RM mil)
Bidadari C17-LPS Dec-23 3.9
Precast-Watertanks (various projects) Various 9.4
Heliosel Solar PV System-Package L3 Dec-23 34.0
Heliosel Solar PV System-Package L2 Oct-23 10.5
RTS Package 1B and Package 5 Jun-25 604.9
South Quay Square Mix Development-2nd SA Oct-25 606.6
Oxley Tower VO Feb-24 8.5
Kallang Whampoa C23A Dec-25 63.0
Carnival Mall Refurbishment Aug-24 253.0
Daiso Global Distribution Center Warehouse Q2 2026 297.7
K2 Data Centre (Johor) Q4 2024 190.0
Corporate Green Power Programme (CGPP)* Dec-25 120.0
Bishan East C36 Sep-24 1.2
Total secured as at 3Q 2023 2,202.7

Source: Company
*CGPP is an investment project undertaken by SunCon, hence no revenue recognition for construction works due to intergroup elimination.
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EXHIBIT 2: PB BAND CHART EXHIBIT 3: PE BAND CHART
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EXHIBIT 4: ESG RATING
Overall * * *
Zero-carbon initiatives *
Work site safety * * * *
Migrant worker welfare * * *
Corporate social responsibility * * * *
Pollution control * *
Supply chain auditing * *
Corruption-free pledge * * *
Gender diversity * *
Accessibility & transparency * * *

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on fundamental fair value based
on the overall ESG rating as appraised by us, from 1-star to 5-star

Source: AmlInvestment Bank
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EXHIBIT 5: FINANCIAL DATA

Income Statement (RM mil, YE 31 Dec) Fy21 FY22 FY23F FY24F FY25F
Revenue 1,729.2 2,155.2 3,107.7 3,377.0 3,621.9
EBITDA 166.8 210.3 224.5 251.1 289.4
Depreciation/Amortisation (27.4) (23.8) (31.8) (33.2) (34.7)
Operating income (EBIT) 139.4 186.5 192.6 2179 254.6
Other income & associates 13.3 1.7 5.7 6.3 6.9
Net interest (0.4) 4.2) (0.4) 24 51
Exceptional items - - - - -
Pretax profit 152.2 184.1 197.9 226.6 266.6
Taxation (41.5) (45.3) (46.5) (52.7) (63.3)
Minorities/pref dividends 1.8 (3.6) (2.3 (2.5 (2.9
Net profit 112.6 135.2 150.0 172.5 201.5
Core net profit 112.6 135.2 150.0 1725 201.5
Balance Sheet (RM mil, YE 31 Dec) Fy21 FY22 FY23F FY24F FY25F
Fixed assets 124.8 107.6 93.4 79.3 65.0
Intangible assets - - - - -
Other long-term assets 724.7 491.1 496.8 503.0 509.9
Total non-current assets 849.4 598.7 590.1 582.3 5749
Cash & equivalent 98.8 491.6 507.8 642.3 792.2
Stock 46.2 53.4 67.9 73.6 79.1
Trade debtors 600.6 677.7 1,310.1 1,419.7 1,526.8
Other current assets 269.2 414.6 414.6 414.6 414.6
Total current assets 1,014.8 1,637.4 2,300.4 2,550.1 2,812.7
Trade creditors 766.7 716.2 1,369.0 1,480.1 1,582.3
Short-term borrowings 92.5 172.2 2375 262.7 292.2
Other current liabilities 132.8 214.9 214.9 214.9 214.9
Total current liabilities 992.0 1,103.3 1,821.4 1,957.7 2,089.4
Long-term borrowings 145.4 308.5 168.6 186.5 2074
Other long-term liabilities 2.9 - - - -
Total long-term liabilities 148.3 308.5 168.6 186.5 207.4
Shareholders’ funds 699.1 737.1 812.2 898.4 999.1
Minority interests 17.6 83.7 85.0 86.5 88.3
BV/share (RM) 0.54 0.57 0.63 0.70 0.77
Cash Flow (RM mil, YE 31 Dec) Fy21 FY22 FY23F FY24F FY25F
Pretax profit 152.2 184.1 197.9 226.6 266.6
Depreciation/Amortisation 27.4 238 31.8 332 34.7
Net change in working capital 83.3 (382.2) 5.9 4.2 (10.5)
Others (24.2) (40.7) (51.8) (61.4) (75.3)
Cash flow from operations 238.7 (215.0) 183.8 194.3 215.6
Capital expenditure (34.8) (27.2) (7.6) (19.7) (20.5)
Net investments & sale of fixed assets 33 25.2 - - -
Others (146.6) 411.8 - -
Cash flow from investing (178.2) 409.9 (17.6) (19.2) (20.5)
Debt raised/(repaid) (70.2) 233.4 (74.6) 43.1 50.4
Equity raised/(repaid) - - - - -
Dividends paid (51.8) (90.3) (75.0) (86.2) (100.7)
Others (0.5) (0.4) (15.2) (12.8) (14.2)
Cash flow from financing (122.4) 142.7 (164.8) (55.9) (64.5)
Net cash flow (61.8) 337.6 15 119.3 130.6
Net cash/(debt) b/f 427.3 365.9 699.1 700.6 819.8
Net cash/(debt) c/f 365.9 699.1 700.6 819.8 950.4
Key Ratios (YE 31 Dec) Fy21 FY22 FY23F FY24F FY25F
Revenue growth (%) 114 24.6 44.2 8.7 7.3
EBITDA growth (%) 346 26.0 6.7 11.9 15.2
Pretax margin (%) 8.8 8.5 6.4 6.7 74
Net profit margin (%) 6.5 6.3 4.8 5.1 5.6
Interest cover (x) 324.2 44.9 483.1 nm nm
Effective tax rate (%) 27.3 24.6 235 23.2 23.7
Dividend payout (%) 60.1 52.5 50.0 50.0 50.0
Debtors turnover (days) 155 108 117 148 148
Stock turnover (days) 8 8 7 8 8
Creditors turnover (days) 169 126 122 154 154
Source; Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation, or expression of views to influence any one to
buy or sell any real estate, securities, stocks, foreign exchange, futures, or investment products. Aminvestment recommends
that you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek
financial, legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, Aminvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete, or up-to-date and they should not be relied upon as such. All information included in this report
constitute Aminvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of Aminvestment's affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees, and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect, or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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