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Brokers Digest: Local Equities - Sunway
Construction Group Bhd, Kimlun Corp Bhd,
CTOS Digital Bhd, Muhibbah Engineering (M)
Bhd, Focus Point Holdings Bhd
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@ HONG LEONG INVESTMENT BANE RESEARCH (JAN
10}: Domestie contract awards in 4021 lotalled RME.3

billion, up 54% gquarter on quarter and 169% yvear on year.

Sunway Construction
Group Bhd
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affordable housing, solar and road projects, while privale

v e H Jjobs remained lanish,
o e

Last year saw stronger conlributions from waler,

iy
| ’r"i A Moving ahead, we cautiously expect 1o see pradually
IL_ . | 1"L " I..' improving contract Hows as Malayvsia progressively enters
\ W .i{b Lhe endemic slage. Our expectalions are (or a recovery in
w ﬂ’ privale sector opporiunities and the ongoing rolioul of
existing projects like the East Coast Rail Link, Pan Borneo

EDcE
Highway Sabah and Sarawak, and Johore-Singapore Rapid

Transit System (o support job flows in 2022 We also look Torward (o the rollout of Sarawak
Metro, which costs RME billion.



With the Home Ownership Campaign (HOC) and low interest rates having lifled property sales in
2021, we could see a ramp up in private sector conlract awards, considering the repeated award
delays In 2021 The downside to this though is the dampening of sentiment from: (i) HOC expiry.
{ii) interest rate hikes and (iii) rollout delays due 10 high price of materials.

On the public sector side, higher development expenditure does bode well for the general tender
environmen! even with new big-licke! projects missing. Implementation of existing mega
projects should also continue 1o selectively presenl opporiunilies lor contractors, but we do note
that most packages under existing projects have been lendered oul, thus there is limited impact
on seclor earnings prospects.

We relain our sector “neutral” weight as the HQuidity of @
looming elections could weigh on seclor senliment with
investors adopling a wall-and-see approach. Recenl news Kimiun Cnrp Bhd
% atloplng et X Target (e RMLOT BUY
How on eritical projects like the Mass Rapid Transit 3
{MET3) has been encouraging bul we remain caulions on p——
limeline and overall seclor earnings execution amid
ongoing virus spread.

Within the mid-cap space, we prefer Sunway Construction
Group Bhd due to i3 (i) strong balance sheet, (ii) exlensive
track record of infragiructure projects and (iii) strong w H
support from its parent company. For the small-cap space. Th e
we like Kimlun Corp Bhd for its solid order book, decent job

visibility and niche exposure 1o MRT3, alongside an altractive six limes PER and 0.35 times PIB.



