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Some construction projects to resume

We gather that some construction projects are allowed to resume Sector Update

works during the government’s Movement Control Order (MCO), which

has been extended to 12 May 2020. Major projects allowed to resume .
works next week include the Klang Valley MRT Line 2 (MRT2) above- CO nstruction
ground works and Light Rail Transit Line 3. Some building works are

also allowed to resume. We remain UNDERWEIGHT the sector. Our top

picks are SunCon, AME and Taliworks; our top SELLs are Gamuda, IJM _ ]
Corp and MRCB. UNDERWEIGHT (maintain)

Some projects allowed to resume with restrictions

Most listed contractors have applied to resume work on their projects last
week. Some contractors have received approvals to resume works on

certain projects by the Ministry of International Trade and Industries (MITI). Absolute Performance (%)

MITI imposed some restrictions on the contractors that are allowed to M 3M 12M
resume works on certain projects: (1) work hours at sites are limited to 8.00 ﬁ'\o/'FE{S gg-g ‘%g-g 42191'5
am t.0.5.30 pm and 5 days a yveek; 2 hgalth chgck§ at siFe entrangei ) Gamuda 231 208 6.4
provision of worker transportation; (4) practise social distancing; (5) minimal HSS Eng 44.1 -46.9 -64.0
workers at site or limited to 50% of usual requirement; (6) encourage work M Corp 19.6 -27.9 -28.3
from home for white-collar workers; and (7) identi ervisor who i MRCB 463 3Le 33
_ whi  workers; (7) identify supervisor who i pintaras 173 -120 35
responsible to ensure compliance to these requirements. SunCon 33.3 -3.2 -11.8
WCT 47.1 -37.5 -52.8

Taliworks 24.0 -5.3 -18.4

SunCon, HSS and YTL approved to resume works

We understand that Sunway Construction (SunCon) has been allowed to
resume works on all 10 existing projects including its MRT2 and LRT3
subcontract packages, Tenaga headquarters and 4 building projects for Relative Performance to KLCI (%)
Sunway, which include 2 hospital projects. HSS has received approval to —THSS ——GAMWDA - AQRS M CORP  ——MRCB

PINTARAS ~===SUNCON  ====WCT = TALIWORKS

resume all engineering works with the restriction of up to 50% of its staff =
requirement in the office or construction sites, while others work from home.
But some of HSS’s construction management works on certain projects
have to wait for the contractors to be approved by MITI to resume works.
YTL Corp has also received MITI approval to resume works on the Gemas-
Johor Bahru Double Tracking project.

WCT and IJM are approved to resume some projects

WCT is still allowed to only undertake critical works for MRT2 and Pan
Borneo Highway since late-March, with no new approvals from MITI yet to
resume works for its other projects. IIM has received approvals to resume
works on some of its projects but we have not received details on which

Source: Affin Hwang, Bloomberg

projects will resume from_the manag.ement. We maintain our.earnings Loong Chee Wei, CFA
forecasts for the construction companies as we have factored in slower (603) 2146 7548
progress billings in 1H20. But we remain cautious on the sector due to weak cheewei.loong@affinhwang.com

earnings visibility from the MCO impact and order book replenishment
concerns. We reaffirm our UNDERWEIGHT call on the sector.

Fig 1: Construction peer comparison

Company Name Stock Code Rating Share TP Core PE Core EPS growth
Pr (x) (%)

(RM) end CY20E CY21E CY20E 2
GAMUDA GAMMK SELL 320 2.04 8.0 Jul 138 14.9 (12.8) (6.9) 12.
1JM CORP UM MK SELL 165 124 6.0 Mar 295 283 (27.) 4.2 11.
MRCB MRC MK SELL 0.49 0.31 22 Dec 1059 1115 (159.6) (5.0 34.
wcT WCTHGMK HOLD 050  0.37 0.7 Dec 10.4 69  (429) 44.7 10.
SUNWAY CONSTRUCTIOl  SCGBMK ~ BUY 180 1.94 23 Dec 196 175  (11.3) 12.4 10.
AMEELITE AME MK BUY 157 1.84 0.7 Mar 121 111 155 85 7.t
GABUNGAN AQRS AQRSMK HOLD 084 0.78 0.4 Dec 10.6 108 14.0 (1.9) 10.
PINTARAS PINT MK HOLD 2.64 2.33 0.4 Jun 8.2 8.7 8.6 (5.6) 3.
TALIWORKS TWK MK BUY 080  1.02 1.6 Dec 184 244 76.2 (24.3) 13.
HSS ENGINEERING HSS MK HOLD 0.43 0.32 0.2 Dec 245 23.0 5743 6.8 9.t
Average 22.6 183 184 (8.4) (0.6) 12.
Avg ex Gamuda, MRCB, IJM 6.4 14.8 139 (1.6) 14.3 9.8

Source: Bloomberg, Affin Hwang forecasts Note: Pricing as of close on 24 April 2020
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Key risks
Upside risks to our negative sector view: (1) government pump-priming
through the revival of key infrastructure projects; (2) pick-up in the award
of government projects; and (3) faster-than-expected resumption of works
on construction projects.
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Key focus charts
Fig 2: Construction order book at end-2019

MRCE I 0.7

Gamuda

Suncon

WCT

1IM

AQRS

HSS

AvE 1 03

I o2

I s

I 50

I 45

Bl s

o6

0.0
Source: Company, Affin Hwang estimates

Fig 4: Government gross development expenditure
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Fig 6: Aggregate construction core net profit and yoy change
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Fig 3: Order book/revenue at end-2019
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Source: Company, Affin Hwang estimates

Fig 5: Infrastructure works to be awarded in 2020 onwards
Estimated cost

Project (RMbn)
Penang Transport Master Plan (PTMP) 32
Bandar Malaysia infrastructure 21
Klang Valley MRT Line 3 - Circle Line (MRT3) 21
KL-Singapore High Speed Rail - Fast Train 20
Pan Borneo Highway Sabah (PBH) 13

East Coast Rail Link subcontracts 8
Sarawak Water Grid Phase 1 8
Sarawak Coastal Highway 5
Sarawak Second Trunk Road 6
Labuan Bridge 4
Johor Bahru-Singapore Rapid Transit System 3
Others 10
Total 146

Source: Affin Hwang estimates, various media, eg, The Star and The Edge Financial Daily

Fig 7: KL Construction Index 12-month forward PER
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Important Disclosures and Disclaimer

Equity Rating Structure and Definitions

BUY Total return is expected to exceed +10% over a 12-month period

HOLD Total return is expected to be between -5% and +10% over a 12-month period

SELL Total return is expected to be below -5% over a 12-month period

NOT RATED Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company. Report is intended as information

only and not as a recommendation

The total expected return is defined as the percentage upside/downside to our target price plus the net dividend yield over the next 12 months.

OVERWEIGHT Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12 months
NEUTRAL Industry, as defined by the analyst’s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months
UNDERWEIGHT Industry, as defined by the analyst's coverage universe is expected to under-perform the KLCI benchmark over the next 12 months

This report is intended for information purposes only and has been prepared by Affin Hwang Investment Bank Berhad (14389-U) (“the Company”) based on sources believed to
be reliable and is not to be taken in substitution for the exercise of your judgment. You should obtain independent financial, legal, tax or such other professional advice, when
making your independent appraisal, assessment, review and evaluation of the company/entity covered in this report, and the extent of the risk involved in doing so, before
investing or participating in any of the securities or investment strategies or transactions discussed in this report. However, such sources have not been independently verified
by the Company, and as such the Company does not give any guarantee, representation or warranty (expressed or implied) as to the adequacy, accuracy, reliability or
completeness of the information and/or opinion provided or rendered in this report. Facts, information, estimates, views and/or opinion presented in this report have not been
reviewed by, may not reflect information known to, and may present a differing view expressed by other business units within the Company, including investment banking
personnel and the same are subject to change without notice. Reports issued by the Company, are prepared in accordance with the Company’s policies for managing conflicts
of interest. Under no circumstances shall the Company, be liable in any manner whatsoever for any consequences (including but are not limited to any direct, indirect or
consequential losses, loss of profit and damages) arising from the use of or reliance on the information and/or opinion provided or rendered in this report. Under no
circumstances shall this report be construed as an offer to sell or a solicitation of an offer to buy any securities. The Company its directors, its employees and their respective
associates may have positions or financial interest in the securities mentioned therein. The Company, its directors, its employees and their respective associates may further act
as market maker, may have assumed an underwriting commitment, deal with such securities, may also perform or seek to perform investment banking services, advisory and
other services relating to the subject company/entity, and may also make investment decisions or take proprietary positions that are inconsistent with the recommendations or
views in this report. The Company, its directors, its employees and their respective associates, may provide, or have provided in the past 12 months investment banking,
corporate finance or other services and may receive, or may have received compensation for the services provided from the subject company/entity covered in this report. No
part of the research analyst's compensation or benefit was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in this report.
Employees of the Company may serve as a board member of the subject company/entity covered in this report.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have
liability for any damages of any kind relating to such data.

This report, or any portion thereof may not be reprinted, sold or redistributed without the written consent of the Company.

This report is printed and published by:
Affin Hwang Investment Bank Berhad (14389-U)
A Participating Organisation of Bursa Malaysia Securities Berhad

22nd Floor, Menara Boustead,
69, Jalan Raja Chulan,
50200 Kuala Lumpur, Malaysia.

T:+ 603 2142 3700
F: + 603 2146 7630
research@affinhwang.com

www.affinhwang.com
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