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Overall ESG Score: 3.20 (out of 4) 

E: EXCELLENT 
Implemented rooftop solar panels at its Sunway Precast 
Industries plant at Senai, Johor, to reduce the carbon 
emissions of site operations. With this, 98.6MWh of energy 
can be consumed via solar generation at this Senai plant, 
avoiding 57.7 tonnes of carbon emissions. In FY21, the 
group guided that its carbon emission intensity per unit 
revenue has declined from 98 tonnes carbon 
dioxide/MYRm. 
S: GOOD 
The group ensures the safety and health of all its 
employees, and public areas surrounding the construction 
sites, via various training and safety programmes. Apart 
from up-to-standard health & safety policies, we see active 
community engagement and efforts to uplift employee 
relations. 
G: EXCELLENT 
57% of its board members are independent, with full 
disclosure on director remuneration, including salaries and 
bonuses. The group has an in-house investor relations 
team. Accessibility to investor relations is excellent, and the 
team mostly helps to deal with investor queries. 
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (8.3) (5.3) (8.9) (10.6) (8.9) 

Relative (0.2) (4.9) (5.8) (3.6) (3.3) 

52-wk Price low/high (MYR) 1.43 – 1.72 

 
 

 
Source: Bloomberg 

 

 

 Still BUY and MYR1.93 TP, 35% upside and c.5% FY23F yield. Sunway 

Construction’s 9M22 core net profit met our and Street expectations – 
accounting for 72% and 76% of full year projections. Its listed parent should 
continue to support earnings visibility whereby 49% of its outstanding 
orderbook comes from internal building contracts. This is in addition to its 
diverse portfolio of jobs comprising overseas highways in India, solar 
energy infrastructure and various purpose-built buildings. 

 Results review. SCGB reported a stronger 3Q22 core net profit of 

MYR26.9m, which was 12% YoY higher, underpinned by the 73% YoY 
expansion in revenue to reach MYR469.3m (3Q21: MYR272m). In terms of 
PBT, the construction segment reported a 30% YoY growth amid 
normalisation of works to full capacity. Meanwhile, its precast segment 
recorded 3Q22 PBT of MYR2.6m compared to a loss-before-tax of 
MYR2.4m in 3Q21 as the pre-cast plants in Johor were affected by the MCO 
and only recommenced operations towards end-Sep 2021. Cumulatively, 
the group recorded 9M22 core net profit of MYR100.2m (+94% YoY), 
translating into a core net margin of 6.1% (9M21: 4.7%). 

 Prospects. SCGB’s construction orderbook stood at MYR4.1bn as at end-

3Q22 (end-2Q22: MYR4.2bn). New YTD job wins currently stand at 
MYR881m (vs our FY22 job replenishment target of MYR1.5bn). Despite 
the highly possible delay of the award for Mass Rapid Transit 3 (MRT3) civil 
work packages to 1Q23 (from 4Q22), we believe that our FY22F 
replenishment target of MYR1.5bn could likely be met. This is backed by 
the group’s MYR17.7bn active tender book size which includes factories 
and data centres, amongst others. Moreover, its listed parent should 
continue to support earnings visibility whereby c.40% of the total new job 
wins in FY22 thus far were internal. Its Integrated Construction and 
Prefabrication Hub (ICPH) plant in Singapore is likely to begin operations in 
early FY23 – expanding the precast product range to include large panel 
slabs, precast walls and tunnels from just mainly prefab bathroom units. 

 Forecasts and valuation.  We make no changes to our earnings forecasts 

as results were within expectations. Our valuation target P/E of 15.5x, which 
is pegged to our FY23F EPS, remains unchanged. The valuation target is 
above the KLCON Index’s 5-year mean of 12x – to reflect SCGB’s 
commendable orderbook/revenue cover of c.2.3x, backed by a robust 
balance sheet with a net cash position. All in, our TP of MYR1.93 remains 
unchanged after imputing a 4% premium to our intrinsic valuation based on 
our proprietary ESG scoring methodology. Valuation appears undemanding 
as the stock is trading at 12.2x FY23F P/E, or -1.5SD from its 5-year mean. 

 Key risks include project delays and prolonged period of high material 

costs. 

 

Source: Company data, RHB 
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Sunway Construction  (SCGB MK)
Price Close

Relative to FTSE Bursa Malaysia KLCI Index (RHS)

Forecasts and Valuation Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F

Total turnover (MYRm) 1,553           1,729           2,354           2,737           2,687           

Recurring net profit (MYRm) 92                110              141              151              154              

Recurring net profit growth (%) (31.6)            19.9             27.7             7.4               1.8               

Recurring P/E (x) 20.10           16.76           13.13           12.23           12.01           

P/B (x) 2.9               2.6               2.4               2.3               2.1               

P/CF (x) 8.78             15.51           22.30           9.05             9.79             

Dividend Yield (%) 2.8               3.7               4.6               4.9               5.0               

EV/EBITDA (x) 11.84           7.76             5.85             5.11             5.21             

Return on average equity (%) 11.6             17.2             19.4             19.3             18.2             

Net debt to equity (%) 16.7             21.1             32.4             20.2             11.8             

Note: 
Small cap stocks are defined as companies with a market 
capitalisation of less than USD0.5bn. 

file:///C:/Users/460229/AppData/Local/Temp/adam.mohamed.rahim@rhbgroup.com
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Financial Exhibits 
 

  Asia 

Malaysia 

Construction & Engineering 

Sunway Construction 

SCGB MK 

Buy 

 

Valuation basis 

We value the company based on FY23F P/E of 15.5x. 
Sunway Construction's minimal net debt position allows 
it to gear up for more jobs moving forward. 
 

Key drivers 

Sunway Construction’s earnings are backed by:  
i. An outstanding order backlog of MYR4.1bn, 

which would keep the firm busy for the next two 
years;  

ii. Recurring orders from its parent company. 
 

Key risks 

i. Project delays; 
ii. Prolonged period of high material costs. 

 

Company Profile 

Sunway Construction is one of the largest construction 
companies in Malaysia. Apart from civil & infrastructure 
construction services, the company also provides the 
more specialised: i) Foundation & geotechnical 
engineering services, ii) mechanical, electrical & 
plumbing (MEP) services. In addition, it runs a highly 
profitable precast concrete product manufacturing 
operation in Malaysia and Singapore. Aside from 
fulfilling local requirements, it also largely supplies hose 
concrete products for Housing & Development Board 
(HDB) projects in the island republic. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary (MYR) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F

Recurring EPS 0.07                    0.09                    0.11                    0.12                    0.12                    

DPS 0.04                    0.05                    0.07                    0.07                    0.07                    

BVPS 0.49                    0.54                    0.58                    0.63                    0.68                    

Return on average equity (%) 11.6                    17.2                    19.4                    19.3                    18.2                    

Valuation metrics Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F

Recurring P/E (x) 20.10                  16.76                  13.13                  12.23                  12.01                  

P/B (x) 2.9                      2.6                      2.4                      2.3                      2.1                      

FCF Yield (%) 11.2                    4.6                      1.5                      8.1                      7.2                      

Dividend Yield (%) 2.8                      3.7                      4.6                      4.9                      5.0                      

EV/EBITDA (x) 11.84                  7.76                    5.85                    5.11                    5.21                    

EV/EBIT (x) 16.21                  9.28                    7.64                    6.73                    6.56                    

Income statement (MYRm) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F

Total turnover 1,553 1,729 2,354 2,737 2,687

Gross profit 270 358 416 463 491

EBITDA 124 167 234 254 238

Depreciation and amortisation (33) (27) (55) (61) (49)

Operating profit 91 139 179 193 189

Net interest 1 (0) (8) (8) (7)

Pre-tax profit 102 155 177 190 191

Taxation (28) (41) (36) (39) (37)

Reported net profit 73 115 141 151 154

Recurring net profit 92 110 141 151 154

Cash flow (MYRm) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F

Change in working capital 104 (36) (113) (8) (14)

Cash flow from operations 211 119 83 204 189

Capex (3) (35) (55) (55) (55)

Cash flow from investing activities (173) (174) (55) (55) (54)

Dividends paid (62) (52) (84) (91) (92)

Cash flow from financing activities (147) (122) (10) (16) (18)

Cash at beginning of period 615 200 99 78 211

Net change in cash (110) (177) 18 133 117

Ending balance cash 505 23 117 211 328

Balance sheet (MYRm) Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F

Total cash and equivalents 200 99 78 211 328

Tangible fixed assets 107 130 130 124 130

Total investments 489 724 724 724 724

Total assets 1,906 1,869 1,997 2,251 2,335

Short-term debt 234 93 143 193 243

Total long-term debt 73 158 163 173 183

Total liabilities 1,267 1,153 1,296 1,489 1,512

Total equity 639 717 701 761 823

Total liabilities & equity 1,906 1,869 1,997 2,251 2,335

Key metrics Dec-20 Dec-21 Dec-22F Dec-23F Dec-24F

Revenue growth (%) (12.2) 11.4 36.1 16.3 (1.8)

Recurrent EPS growth (%) (31.6) 19.9 27.7 7.4 1.8

Gross margin (%) 17.4 20.7 17.7 16.9 18.3

Operating EBITDA margin (%) 8.0 9.6 9.9 9.3 8.9

Net profit margin (%) 4.7 6.6 6.0 5.5 5.7

Dividend payout ratio (%) 70.9 58.9 60.0 60.0 60.0

Capex/sales (%) 0.2 2.0 2.3 2.0 2.0

Interest cover (x) 13.0 30.4 16.7 14.7 12.2
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Results At a Glance 
Figure 1: SCGB’s results review 

FYE Dec  (MYRm) 3Q21 2Q22 3Q22 QoQ (%) YoY (%) 9M21 9M22 YoY (%) Comments 

Revenue 272.1 557.9 469.3 (15.9) 72.5 1,102.5 1,651.8 49.8 
Better progress billings due to 
normalisation to full work capacity 

EBIT 26.1  36.3  32.7  (10.0) 25.2  50.8  111.5  119.3   

EBIT margin (%) 9.6  6.5  7.0    4.6  6.7    

Interest expense (0.9) (3.2) (3.2) 1.4  249.5  (3.5) (7.6) 115.7   

Interest income 1.0  3.2  4.1  28.1  315.7  3.1  9.5  204.6   

JV/Associates 2.4  0.6  (0.1) (120.5) (105.5) 7.1  3.7  (48.3)  

EI/Others 4.7  6.1  4.2  (30.3) (10.8) 3.7  10.7  188.0  Impairment of receivables 

Pretax profit 24.5  43.0  37.6  (12.5) 53.6  61.2  127.8  108.6   

Pretax margin (%) 9.0  7.7  8.0    5.6  7.7    

Tax (5.0) (9.3) (13.6) 46.0  175.1  (15.5) (34.5) 123.0   

Effective tax rate (%) (22.4) (22.1) (36.2)   (28.6) (27.8)   

Minority interest (0.2) (1.3) (1.2) (6.5) 457.8  2.1  (3.7) (275.9)  

Net profit 19.3  32.3  22.7  (29.7) 17.7  47.9  89.5  87.1   

Core profit 24.0  38.4  26.9  (29.8) 12.1  51.6  100.2  94.3  Within expectations 

Core net margin (%) 8.8  6.9  5.7      4.7  6.1     

Source: Company data, RHB 

 

Recommendation Chart 

 
Source: RHB, Bloomberg 

 

 
Source: RHB, Bloomberg 

 

ESG Rating History 

 
Source: RHB 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2022-11-02 Buy 1.93 1.57

2022-08-24 Buy 1.93 1.56

2022-07-21 Buy 1.93 1.50

2022-05-26 Buy 1.93 1.57

2022-04-26 Buy 1.93 1.69

2022-02-24 Buy 1.74 1.47

2021-11-19 Buy 1.81 1.55

2021-08-20 Buy 1.81 1.61

2021-08-11 Buy 1.81 1.58

2021-06-29 Buy 1.94 1.64

2021-05-21 Buy 2.03 1.63

2021-04-22 Buy 2.18 1.80

2021-02-24 Buy 2.18 1.66

2020-11-19 Buy 2.09 1.83

2020-10-29 Buy 2.09 1.81

3.0 3.0 3.0 3.0 3.0
3.2 3.2 3.2

0.0

1.0

2.0

3.0

4.0
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RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 
 

Investment Research Disclaimers 
 
RHB has issued this report for information purposes only. This report is intended for 
circulation amongst RHB and its affiliates’ clients generally or such persons as may be 
deemed eligible by RHB to receive this report and does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person 
who may receive this report.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 

compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 
investors should make their own informed decisions before relying on the same. 
 
This report is not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 
 
All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 
time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 
any liability for any direct, indirect or consequential losses, loss of profits and/or 
damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement of facts made in this report are 
accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to 
be reasonable and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 
 
This report may contain comments, estimates, projections, forecasts and expressions 
of opinion relating to macroeconomic research published by RHB economists of which 
should not be considered as investment ratings/advice and/or a recommendation by 
such economists on any securities discussed in this report. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 
recommended in this report may be unsuitable for an investor depending on the investor’s 
specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 

 
This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 
unknown risks, uncertainties and other factors which may cause the actual results, 
performance or achievement to be materially different from any future results, 
performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 
The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
convenience. The information and the content of the linked site do not in any way form 
part of this report. Accessing such website or following such link through the report or 
RHB website shall be at the recipient’s own risk. 
 
This report may contain information obtained from third parties. Third party content 
providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  
 
The research analysts responsible for the production of this report hereby certifies that 
the views expressed herein accurately and exclusively reflect his or her personal views 
and opinions about any and all of the issuers or securities analysed in this report and 
were prepared independently and autonomously. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 
Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 
 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 
or qualifications may apply based on geographical location of the person or entity 

receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 
This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 
is subject to change. If the Financial Services and Markets Act of the United Kingdom 
or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient therein are unaffected. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 
This report is issued and distributed in the Kingdom of Thailand by RHB Securities 
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 
Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
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member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
 
Indonesia 
This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 
research does not constitute an offering document and it should not be construed as 
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 
This report is issued and distributed in Singapore by RHB Bank Berhad (through its 
Singapore branch) which is an exempt capital markets services entity and an exempt 
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad 
(through its Singapore branch) may distribute reports produced by its respective 
foreign entities, affiliates or other foreign research houses pursuant to an arrangement 
under Regulation 32C of the Financial Advisers Regulations. Where the report is 
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor 
or an Institutional Investor, RHB Bank Berhad (through its Singapore branch) accepts 
legal responsibility for the contents of the report to such persons only to the extent 
required by law. Singapore recipients should contact RHB Bank Berhad (through its 
Singapore branch) in respect of any matter arising from or in connection with the report. 
 
United States 
This report was prepared by RHB is meant for distribution solely and directly to “major” 
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 
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