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Mega rail projects on the
cards for construction sector

Censtruction sector
Maintain overweight: We have
identified four mega rail projects
thatwill be rolled out over the next
two to three years. These include
the East Coast Rail Link (ECRL),
Kuala Lumpur-Singapore High-
Speed Rail (HSR), Gemas-Johor
Baru electrified double-tracking
(EDT)project and mass rapid tran-
sit 3 (MRT3) Circle Line. Collec-
tively, these mega rail projects will
have a total cost of EM171 billion.
‘The 600km ECRL (RMSS billion)
willlink Kelantan, Terengganu, Pa-
hang and Selangor, Financing will
come from the Export-Import Bank
of China, while China Communica-
tions Construction Co Ltd will lead
the construction works. The Land
Public Transport Commission has
given its conditional approval for
the ECRL-which isnowundergoing
a three-month public inspection.
Final approvalis targeted for June
and construction is to begin in July.
In December 2016, Malaysia
‘and Singapore inked a bilateral
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While the bulk of these mega
rail projects will be led by foreign
contractors, we estimate that 39%
cauld be undertaken by lacals, po-
tentially generating BMET hillion
worth of job f2ows. The significance
of these mega rail projects to the
construction sector should not be
underestimated. To illustrate, do-
mestic job wins for listed contracts

hit a high of RM28 billion in 2012
and RM56 billion in 2016 when
MRT1 and MRT2 were rolled out.
Our stock picks include; Gamu-
da Bhd, with a sirong track record
Inrail jobs such as the Kachsiung
MRT, northern EDT, MRT1 and
MRT2, which targets to add RM 10
billion to its order hook over the
next one to two years from these
rail jobs; George Kent (M) Bhd, the
only local player with expertise in
rail-related systems, which has ex-
perience in Ampang light rail tran-
sit (LRT) extension systems, being
the LR1'3 project delivery partner,
and in MRT2 track works; [JM Corp
Bhd, a beneficiary of the ECRL via
a 60% stake in Knantan Portand a
20% stake in Malaysia-China Kuan-
tan Industrial Park; and Malaysian
Resources Corp Bhd, which is in
negotintions o develop a twans-
port terminal for the HSK in Ban-
dar Malaysia and can leverage on
its track record in transit-oriented
developments. — Hong Leong In-
vestmeni Bank Research, May 15




