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Starting 2022 on a strong note

KEY INVESTMENT HIGHLIGHTS

e 1QFY22 core earnings increased by +81%yoy to RM34.3m,
lifted by completed projects

e This came in within ours and consensus expectations,
accounting for 26.7% and 25.6% of full year projections

e Construction revenue up +39.5%yoy to RM587.8m due to
higher activity levels

e Outstanding order book of RM4.4b provides earnings
visibility for three years

¢ Maintain BUY with a revised target price of RM1.87

Within Expectations. Sunway Construction Group Berhad (SunCon)’s
1QFY22 core earnings jumped +80.6%yoy to RM34.3m. This came in
within our expectations and that of the consensus, accounting for 26.7%
and 25.6% respectively of full- year estimates. The Group recorded a PBT
margin of 7.6% as compared to 6% in 1QFY21 mainly due to better
performance by the construction segment, stemming from final account
for completed projects. However, in terms of quarter-on-quarter,
1QFY22’s core earnings declined -46.2%qoq from 4QFY21.

Normalisation pushes revenue up. The group managed to record a
higher construction revenue of RM587.8m, +39.5%yoy in 1QFY22 on the
back of normalisation of operations as compared to the corresponding
quarter last year which was affected by MCO 2.0. This contributed a total
of 94% to the Group’s revenue for the quarter. Compared to 4QFY21, the
construction revenue inched up +1.4%qoq, attributable to higher level of
activities in SunCon’s India projects, after the monsoon season last
quarter. The quarterly comparison would show that the construction
segment’s PBT margin took a plunge, which almost halved from 15.3% in
4QFY21 to 7.9% in 1QFY22, due to recalibration of margins in 4QFY21.
We believe this was also due to the higher steel and cement prices.

Precast segment equally affected. Revenue from the precast segment
dipped -21%qoq, due to the higher delivery goods to Singapore in
4QFY21, accumulated from previous quarters due to MCO 3.0 restrictions.
PBT margin for the segment was down to 2.7% this quarter from 4.9% in
the preceding quarter due to the impact of higher steel bar prices.

MRT3 to boost order book. SunCon'’s current outstanding order book
stands at RM4.4b which provides earnings visibility over the next three
years. We note that the Group is behind on its replenishment target of
RM2b this year, after securing RM266m of contracts as of 1QFY22, which
is 13.3% of its full year target. We believe that the rollout of the MRT3
contracts will give SunCon’s order book a boost this year. According to
media reports, SunCon is targeting Civil Package 2 of MRT3, estimated to
be worth up to RM10b. If successful, it will go down in history as the
Group’s largest contract win. Tenders for the civil packages are expected
to be called next month or July and are expected to be awarded by
4QCY22.

Earnings estimates. We are maintaining our top line estimates of
RM2.11b for FY22 and RM2.31b for FY23 but we are making some
housekeeping changes to our bottom line expectations due to higher
building material costs that would affect margins, though this impact
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should be able to be mitigated with the completion of other projects, which would see higher margin adjustments. SunCon
revises its project margins every six months. We are revising our core earnings estimates for FY22 to RM124.2m (previously
RM128.4m) and for FY23 to RM137.54m (previously RM140.91).

Reiterate BUY with new Target Price. We are adjusting our TP to RM1.87 from RM1.80 as we roll forward our valuation
base year to FY23. The new target price was arrived after pegging the FY23F EPS of 10.7sen to a PE ratio of 17.5x, which
is about -0.4 standard deviation below its five-year historical mean to account for possible downside risks due to high material
costs. All factors considered, we maintain our BUY call premised on the Group’s defensive outlook, its strong outstanding
order book, normalising operations as Malaysia enters the phase of transitioning into an endemic and the potential of the
Group being a major beneficiary of the MRT 3 mega project. g

INVESTMENT STATISTICS

FYE 31st December 2020A 2021A 2022E 2023F 2024F
Revenue 1,552.65 1,729.16 2,105.30 2,310.00 2,637.10
Net Operating Expenses (1,462.13) (1,589.74) (1,949.36) (2,140.95) (2,448.43)
Operating Profit 90.52 139.42 155.94 169.05 188.67
Finance Income 13.76 4.15 17.16 19.43 18.35
Finance Costs (6.94) (4.58) (9.80) (11.08) (10.93)
JV and Associates 4.17 13.26 6.93 9.32 11.66
Profit Before Tax 101.50 152.25 170.12 186.66 207.69
Tax Expense (27.78) (41.50) (38.95) (43.71) (52.29)
Reported Net Profit 0.94 (1.84) 0.14 0.10 (0.23)
Core Net Profit 72.79 112.59 124.21 137.54 160.86
Reported EPS 69.60 110.40 124.21 137.54 160.86
Core EPS 0.056 0.087 0.096 0.107 0.125

Source: Company, MIDFR

SUNWAY CONSTRUCTION: 1QFY22 RESULTS SUMMARY

All in RM'm unless stated otherwise Quarterly Results

Income Statement Q122 Q421 Q121 QoQ YoY
Revenue 624.7 626.6 455.2 -0.3% 37%
Net Operating Expenses (581.7) (541.7) (429.1) -7% -36%
Operating Profit 42.9 84.9 26.1 -49% 64%
Finance Income 2.2 1.0 0.8 >+100% >+100%
Finance Costs (1.2) (1.1) (1.6) -6% 27%
JV and Associates 3.2 6.2 2.0 -49% 60%
Profit Before Tax 47.2 91.0 27.2 -48% 73%
Tax Expense (11.5) (26.0) (6.9) 56% -66%
Minority Interest 1.1 0.3 0.1 >+100% >+100%
Reported Net Profit 34.5 64.7 20.2 -47% 71%
Core Net Profit 34.3 63.8 19.0 -46% 81%

Source: Company, MIDFR
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (197501002077(23878 — X)).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (“MIDF Investment”) for distribution to and use by its
clients to the extent permitted by applicable law or regulation.

Readers should be fully aware that this report is for information purposes only. The opinions contained in this report are based on
information obtained or derived from sources that MIDF Investment believes are reliable at the time of publication. All information,
opinions and estimates contained in this report are subject to change at any time without notice. Any update to this report will be solely
at the discretion of MIDF Investment.

MIDF Investment makes no representation or warranty, expressed or implied, as to the accuracy, completeness or reliability of the
information contained therein and it should not be relied upon as such. MIDF Investment and its affiliates and related companies and
each of their respective directors, officers, employees, connected parties, associates and agents (collectively, “Representatives”) shall not
be liable for any direct, indirect or consequential loess, loss of profits and/or damages arising from the use or reliance by anyone upon
this report and/or further communications given in relation to this report.

This report is not, and should not at any time be construed as, an offer, invitation or solicitation to buy or sell any securities, investments
or financial instruments. The price or value of such securities, investments or financial instruments may rise or fall. Further, the analyses
contained herein are based on numerous assumptions. This report does not take into account the specific investment objectives, the
financial situation, risk profile and the particular needs of any person who may receive or read this report. You should therefore
independently evaluate the information contained in this report and seek financial, legal and other advice regarding the appropriateness
of any transaction in securities, investments or financial instruments mentioned or the strategies discussed or recommended in this report.

The Representatives may have interest in any of the securities, investments or financial instruments and may provide services or products
to any company and affiliates of such companies mentioned herein and may benefit from the information herein.

This document may not be reproduced, copied, distributed or republished in whole or in part in any form or for any purpose without
MIDF Investment’s prior written consent. This report is not directed or intended for distribution to or use by any person or entity where
such distribution or use would be contrary to any applicable law or regulation in any jurisdiction concerning the person or entity.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS

STOCK RECOMMENDATIONS
BUY Total return is expected to be >10% over the next 12 months.
TRADING BUY ﬁgos«i:tl?vgr;‘cswissﬂgﬁected to rise by >10% within 3-months after a Trading Buy rating has been assigned due to
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

TRADING SELL Stock price is expected to /a//by >10% within 3-months after a Trading Sell rating has been assigned due to negative

newsflow.
SECTOR RECOMMENDATIONS
POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.

ESG RECOMMENDATIONS* - source Bursa Malaysia and FTSE Russell

RO e Top 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
Fe et Top 26-50% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
e Top 51%- 75% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
* Bottom 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

* ESG Ratings of PLCs in FBM EMAS that have been assessed by FTSE Russell in accordance with FTSE Russell ESG Ratings Methodology



