Malaysia Sector Update

RHB &

7 December 2022
Construction

Construction & Engineering | Construction

Neutral (Maintained)

Policy Uncertainties Still Linger; Keep NEUTRAL Stocks Covered 1
Rating (Buy/Neutral/Sell): 71410
Last 12m Earnings Revision Trend: Negative
e Top Picks: Kerjaya Prospek and Sunway Construction. The total value Top Picks Target Price
of construction work done in 3Q22 amounted to MYR30.5bn (+23.2% YoY, Kerjaya Prospek (KPG MK) — BUY MYR1.44
+1.9% QoQ). In the same period, the economic output of the construction Sunway Construction (SCGB MK) — BUY MYR1.93
sector grew 15.3% YoY (2Q22: +2.4% YoY) due to a low base effect.
Nevertheless, we think that labour constraints could be resolved by 1Q23
at the earliest, with contractors awaiting the approval and arrival of foreign
workers, putting a lid on hastened progress billings. Still NEUTRAL on
sector.
: . : . Analyst
e 30Q22 results were below expectations. Six companies missed, two were
in line and two beat expectations. The construction revenues of several Adam Bin Mohamed Rahim
companies did pick up in 3Q22 YoY, but the pace was slower than expected +603 9280 8682 ‘
amid the shortage in manpower which continued to impact work progress adam.mohamed.rahim@rhbgroup.com i

at sites. This, on top of the pressure from elevated building material prices
— particularly that of cement. Consequently, during the latest reporting
season, we cut FY22-23F earnings by 2.1% and 2.7%.

e Financing growth. We observed that loan approvals for the construction
sector dipped for the first time in 15 months, after declining -0.9% YoY and
-68.4% QoQ in October. Gross impaired loans (GIL) for the sector grew
57.3% YoY in October (September: +57.8% YoY), indicating that some
contractors (mainly the smaller ones) have been unable to withstand the
current headwinds from the labour and material price fronts. Cumulatively,
GIL grew by 44% YoY in 10M22 (10M21: +19.2% YoY).

e Policy risks continue to linger. Although the 15th general election (GE15)
is over — thereby removing the political overhang on the sector, it still
remains to be seen as how the unity government will handle the country’s
fiscal position. The status of MYR95bn worth of development expenditure
proposed before GE15 is pending the re-tabling of Budget 2023. As such, Advancecon 2.80

ESG scores of construction companies under
our coverage

Company ESG scores

we cannot discount the possibility of a review of infrastructure projects, Econpile Holdings 2.80
mainly the Mass Rapid Transit 3 (MRT3), which could see a decrease in Gabungan AQRS 2.90
contract value, while project owners may postpone investment decisions Gamuda 310
until there is better policy clarity from the Government. 1M Corp 300
Top Picks. We like names from the small- and mid-cap construction space Kerjaya Prospek 3.00
such as Kerjaya Prospek and Sunway Construction. Overall, we believe Malaysian Resources Corp 3.00
they can weather the current political climate. Kerjaya Prospek has a MGE 3.00
framework arrangement with Samsung C&T which could enable it to be o
exposed to more private-sector sophisticated jobs (backed by its net cash KKB Engineering 3.00
pile). We also favour Sunway Construction for its diverse tenderbook, which Sunway Construction 320
consists of internal jobs as well as data centres and factories. Pintaras 2.80

e Upside/downside risks to our sector call are shorter-than- Source: RHB
expected/longer-than-expected delays in progress works, success/failure in
securing new orders, and cheaper/higher raw material prices.
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Advancecon Neutral  0.28 5.8 45.1 0.5 11 0.4

Econpile Holdings Neutral  0.16 (11.0) 16.3 0.6 3.7 1.0

Gabungan AQRS Buy 0.46 53.3 3.7 0.3 7.6 3.3

Gamuda Neutral  3.83 (2.3) 17.1 1.0 5.9 8.8

1IM Corp Neutral  1.59 (0.1) 18.4 0.6 3.1 3.3

Kerjaya Prospek Buy 1.44 21.9 9.9 1.1 12.0 4.1

KKB Engineering Buy 1.60 17.7 14.4 0.9 6.6 3.5

Malaysian Resources Corp ~ Buy 0.45 37.0 17.8 0.3 1.8 1.7

MGB Buy 0.64 15.6 9.3 0.5 5.7 2.1

Pintaras Buy 2.63 25.1 8.0 0.8 10.3 4.8

Sunway Construction Buy 1.93 28.1 12.9 2.4 19.3 4.6

Source: Company data, RHB
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3022 Results At a Glance

Out of the 10 companies that reported results, two came in line, two exceeded
expectations and six fell below expectations. Companies that missed: i) Econpile (ECON
MK, NEUTRAL, TP: MYRO0.16), ii) Advancecon (ADVC MK, NEUTRAL, TP: MYRO0.28), iii)
Kerjaya Prospek (KPG MK, BUY; TP: MYR1.44), iv) Gabungan AQRS (AQRS MK, BUY,
TP: MYRO0.46), v) Pintaras Jaya (PINT MK, BUY, TP: MYR2.63), and vi) KKB Engineering
(KKB MK, BUY, TP: MYRL1.60).

Meanwhile, companies with results that were in line comprise: i) Sunway Construction
(SCGB MK, BUY, TP: MYR1.93), i) IJM Corp (IJM MK, NEUTRAL TP: MYR1.59).
Meanwhile, MGB (MLG MK, BUY, TP: MYRO0.64) and Malaysian Resources Corporation
(MRC MK, BUY, TP: MYRO0.45) exceeded projections. Note that four companies saw
downward revisions in their respective TPs, amid a downward revision in margins —
reflecting ongoing headwinds in the sector, particularly the labour shortage and the impact
of higher building material costs.

Activity levels ramp up but headwinds remain. In general, the normalisation in operating
conditions has led to better activity levels, albeit somewhat capped by labour shortages
denting progress billings. As such, we shaved down our FY22-23 net profit forecasts by
2.1% and 2.7% (Figure 2).

A summary of companies’ performances and how they compared to estimates are on the
next page.

See important disclosures at the end of this report
. 2 RHBe
Market Dateline / PP 19489/05/2019 (035080)
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Figure 1. Quarterly performance vs estimates (RHB universe)

Results review Results
Stocks (released for Sep Remarks eriod FYE
2022 quarter) p

MRC’s 9M22 core earnings of MYR51.8m (>100% YoY) exceeded our and
Street estimates, at 88% and 98% of full-year projections. The positive
deviation was due to its stronger-than-expected property segment and
commendable construction progress in the quarter.

Malaysian Resources Corp Exceed 3022 December

MGB’s 9M22 core profit of MYR11.1m (32% YoY) exceeded our estimates
at 84% but was below Street estimates at 52%. The positive deviation was
MGB Exceed mainly due to faster-than-expected progress billings for its existing jobs. 3022 December
MGB should continue to benefit from steady construction orders from LBS
Bina (LBS MK, BUY, TP: MYRO0.64).

IJM Corp’s 2QFY23 PBT for the construction arm was higher by >100%
YoY due to higher profit margins recognised upon the finalisation of
1IM Corp Within accounts of recently completed projects. Meanwhile, the property segment 20FY23 March
recorded a PBT of MYR29.3m in 2QFY23 (2QFY22: pre-tax loss of
MYR14.8m) due to higher work progress at its ongoing projects.

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, which comprise overseas highways
in India, solar energy infrastructure and various purpose-built buildings.

Sunway Construction Within 3022 December

Pintaras’ construction arm reported a revenue of MYR401.8m (-11.6% YoY)
and a loss before tax of MYR2.9m in 1QFY23. This was primarily due to
Pintaras Jaya Below recognition of losses for some on-going projects in Malaysia in light of 1QFY23 June
higher construction costs and low productivity amid labour shortages —
which outweighed the profit from Singapore operations.

Gabungan AQRS’ 9M22 results missed our and Street expectations,
making up only 59% and 62% of full-year estimates. The negative deviation
Gabungan AQRS Below was mainly due to higher finance costs and lower-than-expected other 3022 December
income. Nevertheless, substantial unbilled property sales and better labour
conditions should support earnings moving forward.

Kerjaya Prospek’s construction segment recorded a PAT of MYR28.3m
(+16.2% YoY) in 3Q22, on a revenue of MYR258.7m (+16.3% YoY). The
performance of the segment was backed by higher progress billings from
Kerjaya Prospek Below the ramp-up in construction activities — with the PAT margin remaining 3022 December
strong at 10.9%. On the other hand, the property development segment saw
a smaller loss-after-tax of MYRO.1m (3Q21 loss-after-tax: MYRO0.2m) in
3Q22

Advancecon booked a 9M22 core net loss of MYR1m vs our full-year
earnings estimates of MYRO.7m — mainly on losses from the quarry

Advancecon Below segment. We expect losses from this unit to continue, albeit at a smaller 8Q22 December
scale. Re-rating catalysts include securing more contracts from Sarawak
KKB Engineering’s 9M22 core profit of MYR4.8m missed expectations, at
o o ) A :
KKB Engineering Below only 27% and 22% of our and Street full-year estimates. The negative 3022 December

deviation was mainly due to the higher cost of sales arising from the volatility
in raw material prices.

Econpile recorded a core net loss of MYR4.8m (-17% YoY) in 1QFY23 (Jun)
Econpile Below missed our projections, due to its GPM compression which in turn stemmed 1QFY23 June
from elevated material prices, labour shortages and higher finance costs.

Source: Company data, RHB

See important disclosures at the end of this report RHB‘
Market Dateline / PP 19489/05/2019 (035080)
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Figure 2: Changes in earnings estimates for the latest September reporting season
old

New

Revenue Net profit change

Recurring net Recurring net

mmmm Quarterly Construction Work Done (MYRbn)

YoY% growth

Companies Revenue (MYRm) profit (MYRm) Revenue (MYRm) profit (MYRm) change (%) (%)
FY22 FY23 FY22  FY23 FY22 FY23 FY22 FY23 FY22 FY23 FY22 FY23
Sunway Construction Dec 2,354 2,737 141 151 2,354 2,737 141 151 0.0 0.0 0.0 0.0
Pintaras Jaya Jun 443 445 31 46 443 445 31 39 5.0 0.0 0.0 (15.2)
Kerjaya Prospek Dec 1,450 1,641 128 164 1,375 1,591 119 150 (5.2) (3.0) (7.0) (8.5)
MGB Dec 706 1,009 13 29 759 1,035 15 30 7.5 2.6 154 34
MRCB Dec 2,719 2,889 59 76 3,024 3,137 67 81 11.2 8.6 13.6 6.6
Gabungan AQRS Dec 356 410 37 42 315 411 32 40 (11.5) 0.2 (13.5) (4.8)
Econpile Jun 373 392 (41) 17 373 392 (41) 14 0.0 0.0 0.0 (17.6)
Advancecon Dec 340 346 1 2 340 346 1 2 0.0 0.0 0.0 0.0
KKB Engineering Dec 399 424 18 31 399 424 8 27 0.0 0.0 (55.6) (12.9)
IJM Corp Mar 5,732 5,815 292 322 5,732 5,815 292 322 0.0 0.0 0.0 0.0
Construction 14,872 16,108 679 880 15,114 16,333 665 856 1.6 14 (2.1) (2.7)
Source: Company data, RHB
Figure 3: Latest outstanding orderbook and new job expectations for construction divisions
_ Latest outstanding construction Average construction Revenue coverage ratio (year)
Companies orderbook (MYRm) revenue base (t-1,t-2) =()/(b)
MRCB 6,900 709 9.7
Gamuda 14,000 3,279 4.3
Constriction 4,000 1531 26
1IM 4,810 1,864 2.6
Kerjaya Prospek 4,200 924 4.5
MGB 2,120 528 4.0
ﬁg%”é‘ga" 1,020 205 5.0
Econpile 443 393 1.1
Pintaras Jaya 511 258 2.0
Advancecon 350 369 0.9
Total 38,354 10,059 3.0@
Note 1: Excluding the long-term Bukit Jalil Sentral project.
Note 2: Excluding the outliers, ie MRCB, industry average income visibility stands at 3x
Source: Company data, RHB
Figure 4: Quarterly construction work done (MYRbn)
40.0 50.0%
371 5 363 365 37.4 a5 364 37.0 42.6%
35.0 %0 40.0%
4 AT 34 205 3052 30.0%
0 P a7 20.0%
248
250 10.0%
20.0 o 158 0.0%
0 0 0.6% 1
15.0 -6.3% 5 -6.0% -10.0%
A% a2y B -20.0%
10.0 21.0%
-30.0%
50 -40.0%
0.0 44.9% -50.0%
1Q18 2Q18 3Q18 4Q18 1Q192 2Q18 3Q12 4Q192 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 3Q22

Source: Department of Statistics Malaysia (DOSM)

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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The total value of construction work done in 3Q22 grew by 23.2% YoY to MYR30.5bn.
In the same vein, the total value of construction work done in 3Q22 also increased on a
QoQ basis, growing 1.9% — marking the fourth consecutive quarter of sequential rises. In
terms of construction sub-sectors, the value of construction work done in 3Q22 for non-
residential buildings saw the largest rise, up 38% YoY to MYR9.3bn (3Q21: MYR6.7bn).
This could be due to a gradual rise in demand for industrial properties such as warehouses.
Total value of construction work done in the residential building sub-sector has also seen a
commendable rise of 17.8% YoY to MYR6.8bn in 3Q22 (3Q21: MYR5.8bn). Note that the
value of construction work done for the civil engineering sub-segment grew by 14.6% YoY
to MYR11.6bn (3Q21: MYR10.1bn) in 3Q22 — its first YoY growth after four straight quarters
of contraction, as a result of normalising operating conditions. Notwithstanding this, the
value of construction work done for civil engineering in 9M22 stood at MYR32.9bn vs
MYR45bn and MYR48.8bn in 9M18 and 9M19 — indicating that it has yet reverted to pre-
pandemic levels.

Labour supply developments. We gathered that contractors such as Sunway
Construction received 342 workers in November out of the 400-worker quota obtained in
June. Nevertheless, the labour shortage in the country remains, with only 76k arrivals of
foreign labour into Malaysia compared to the amount of levies already paid at RM713.9k for
the approved quota of 467.2k foreign workers as at mid-September, according to the
National Recovery Council. On further scrutiny, the number of created jobs in the
construction sector has been increasing QoQ, but the number of filled jobs within the sector
has been declining from 1,227k in 4Q21 to 1,214k in 3Q22.

In fact, we gathered that companies such as Pintaras had some leftover foreign worker
quotas prior to the pandemic but it took more than half a year for the workers to arrive —
indicating inefficiency in hiring procedures. Looking ahead, it is likely that the entry of foreign
workers to the country will intensify in 1Q23, barring any circumstances from the immigration
front, while remaining cognisant of the lag effect between receiving and deploying foreign
workers — capping the speed of progress billings of projects.

Figure 5: Jobs created in the construction sector (m) Figure 6: Jobs filled in the construction sector (‘000)
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Prices of building materials continue to be mixed. Building material prices continue to
ease, observed via steel bars purchased by contractors such as Sunway Construction which
saw a >10% YoY difference for the fifth uninterrupted month in November, to reach an
average of MYR2,642 per tonne (Nov 21: MYR3,109.5 per tonne). This, however, was still
far higher by 20-25% compared to levels recorded prior to COVID-19.

Average bulk cement prices, meanwhile, rose by 28% YoY in Nov 2022 (Oct 2022: +35.9%
YoY) to reach a record high of MYR351.3 per tonne— putting a lid on potential margin
improvements for contractors. Looking ahead, the situation will continue to appear mixed,
as cement production in Malaysia remains low at 1.2m tonnes in September vs the peak of
2.5m tonnes produced in February — limiting the availability of cement. This is the opposite
situation of the steel sector, which is facing an oversupply.

See important disclosures at the end of this report R"B‘
Market Dateline / PP 19489/05/2019 (035080)
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Figure 7: Steel bar price (MYR per tonne) Figure 8: Bulk cement price (MYR per tonne)
Source: Company data Source: Company data

Policy risks still linger for the sector. As for the value of projects awarded, MYR117.5bn
worth projects were dished out in 11M22 (11M21: MYR118.6bn). With the likelihood of the
delay in the awards for the MRT3 civil work packages to 1Q23 from 4Q22, the total value of
projects awarded in CY22 is expected to be lower than in CY21 which recorded MYR133.1m
worth of contracts awarded. In addition, we do not discount the risks of the MRT3 costs
(previous administration’s guidance was MYR34.3bn) and the reinstatement of previously
omitted works for LRT3 (worth c.MYR1bn) to be looked over by the Government following
the Prime Minister’s decision to review MYR7bn worth of flood mitigation projects that were
approved by the previous administration via direct negotiations. Companies linked to the
MYR7bn worth of flood mitigation projects approved have yet to be known. In March, eight
companies including Gamuda (GAM MK, NEUTRAL, TP: MYR3.83), IJM Corp and MRCB
submitted proposals for flood mitigation projects ranging between MYR5bn to MYR15bn.
One of the proposals included Gamuda’s Stormwater Management And Road Tunnel 2
(SMART 2) involving a 22km underground tunnel that includes tributaries, interceptor
channels and a system that pumps floodwaters into the sea. Overall, such reviews may not
only dampen sentiment of large contractors but also the tier-2 contractors that are slated to
benefit from sub-contracts.

On a broader scale, the earlier tabled MYR95bn development expenditure for Budget 2023
prior to the GE15 could also face a possibility of being reduced, especially if there are no
mechanisms to expand the country’s coffers, ie Goods and Services Tax (GST). As such, a
downward revision in terms of overall costs may translate into lower contract values to be
awarded to contractors — dampening earnings visibility. Alternatively, project costs could still
remain intact but lean towards private funding initiatives (PFIs) for government projects —
which would only benefiting contractors with strong balance sheets. Even then, PFIs could
strain contractors, if they are not able to strengthen or retain their balance sheets.

Allin, we maintain NEUTRAL on the construction sector, as regulatory risks may impact
the quantum of job flows moving forward, in addition to ongoing obstacles such as
manpower shortages that could still remain if not managed well. Even if large-scale projects
were to be rolled out via a private-public partnership model, a low take-up risk could not be
discounted if the major contractors do not have the necessary capacity to take up many
projects at a time. As such, we recommend investors to look at companies with steady
orderbook replenishment trends and lean balance sheets that could buffer near-term risks.
Upside risks to our NEUTRAL weighting on the construction sector include:

i. A faster-than-expected roll out of mega projects;

ii. Higher allocation of development expenditure during the re-tabling of Budget 2023,
particularly for East Malaysia which may benefit counters like KKB Engineering;

iii. The rollout of projects without amendments to their overall costs.

Our Top Picks are Kerjaya Prospek and Sunway Construction. Kerjaya Prospek’s net cash
pile amounts to MYR215m as at 30 Sep. Its framework agreement with Samsung C&T has
enabled the group to win its first job related to the construction of a factory in Melaka and
should, therefore, diversify the types of jobs it is involved in. Meanwhile, we favour Sunway
Construction as it should continue to benefit from internal jobs from its parent, Sunway (SWB
MK, BUY, TP: MYR2.06) which make up c.46% of its total outstanding construction
orderbook and its tenderbook size of MYR17.7bn, which comprise jobs related to factories
and data centres, amongst others.

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Figure 9: Historical performance (KLCON and FBMKLCI)
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Figure 10: Construction projects already/expected in the pipeline (not comprehensive, updated as of October)

Estimated job

Projects value (MYRbn)

Latest Updates

Phase Two of the Putrajaya Line from Kampung Batu to Putrajaya Sentral is 98% completed,
KVMRT?2 30.5% and expected to commence operations in Jan 2023.This project was financed by the government
’ funding vehicle, Danalnfra, through the ICP/IMTN programme.

Works are in progress, with completion expected in 2024. Progress billings have significantly
LRT3 16.6* improved, and are expected to increase in 2022. Prasarana plans to reinstate five provisional
' stations that were previously axed — costing MYR750m-MYR1bn.

This was 17% completed as at June this year. The project is expected to be completed by Dec
2026, and commence operations on 1 Jan 2027. Of the 4km length, 2.7km is in Malaysia and
1.3km is in Singapore. The RTS link will transit from the underground Woodlands North Station
to the above-ground Bukit Chagar station via a 25m high bridge across the Straits of Johor.
Ekovest has been accepted as Adil Permata's collaborative partner for the JB-SG RTS Link. Adil
Permata remains main contractor of the RTS link project. Accepted contract value by Ekovest as
the EPC contractor is MYR1.98bn.

Johor Bahru-Singapore RTS Link 3.7

Phase 1 of the Sarawak Pan Borneo Highway (PBH) project from Telok Melano to Miri will be
fully opened by the end of this year (total progress at 86% as of Aug 2022). Four packages have

16.2 been fully completed — Telok Melano-Sematan, Nyabau, Serian-Balai Ringin, and Julau. The
remaining packages, including the three sections in Sarikei, Bukit Begunan, and Lambir, are
expected to be completed next year.

Pan Borneo Sarawak Highway

This project is 65% completed as of 5 Sep 2022. Three out of 35 packages of Phase One of the
project are expected to be fully completed by the end of this year. Meanwhile, the remaining 19

Pan Borneo Sabah Highway 15.2 of the 35 work packages under Phase One of the project in Sabah will be implemented using
allocations from the Federal Government to speed up the project.

Expected completion is in 2025, amid delays in Selangor due to land acquisition issues. Four
West Coast Expressway 5.0 sections (5, 8, 9, and 10) were opened from May to Dec 2019. Tolling began in Jan 2020 for
sections 8, 9,and 10.

Expected to be completed in 2026. The 306.8km project with a total cost of MYR7.3bn, involves
Central Spine Road 7.3 six packages, with four (over 200km stretch) located in Pahang — from Kampung Relong in Kuala
Lipis.
Target completion is Dec 2026 and it is expected to reach 37% completion by end-2022. Local
contractors have so far benefited from advance works that were mainly awarded in May and Jun
2020. Close to 11 packages were awarded to Gadang, Gabungan AQRS, Ho Hup Construction,
and Advancecon with a total sum of MYR505m. We understand that the ECRL alignment has
been extended to 665km, from 640km previously. The additional alignment will encompass the
original 30km, which was 24km from Jalan Kastam (Port Klang) to West Port and 6km from Jalan
Kastam to North Port.

East Coast Rail Link 50.3

MRT3 will be implemented via the turnkey project method, similar to the revised version of the
Sungai Buloh-Serdang-Putrajaya line (MRT2) project. Tenders for civil work packages were
opened in May and expected to be awarded by 4Q22/1Q23 via three packages covering a 6-8-
KVMRT3 34.3% year period. The first phase of MRT3 is expected to open in Dec 2028, while the entire project
slated for completion by 2030. MRT3’s proposed length is 51km with 39km in Kuala Lumpur, and
the remaining 12km in Selangor. Under this alignment, 80% is elevated and 20% is underground.

Malaysia’s previous Transport Minister Datuk Seri Wee Ka Siong was reportedly in discussions
with his Singaporean counterpart with regards to reviving the KL-SG HSR. To recap, Malaysia
40.0” and Singapore said in a joint statement that the HSR project had been cancelled after both
countries failed to reach an agreement on several changes proposed by Malaysia on 1 Jan 2021.

Kuala Lumpur-Singapore High Speed Railway
(KL-SG HSR)

The project aims to connect Sematan in the south, with Miri in the north. It covers a distance of
about 900km, and necessitates the construction of 11 bridges. We note that the main
components of the Sarawak Coastal Highway are the Batang Saribas bridge, Batang Rajang
bridge (including a 17km access road), Sungai Krian bridge, Batang Paloh bridge, Muara Lasa

Sarawak Coastal Highway 5.0 bridge and Bintulu Jepak bridge — all of which are funded by the Sarawak State Government at
the moment. Previously, construction cost was evenly split between the Federal Government and
the Sarawak Government. However, the State Government continued to use its own allocation
after the 14th general election. Completion is expected in 2025 or 2026.

Spanning c¢.225km, it will serve to provide alternative shorter routes to the main trunk road, and

is targeted to be completed by 2025 or 2026. The first phase will cover 112km of single
Second Trunk Road 6.0 carriageway highway. Upon completion, the highway is expected to reduce travelling time from

Sibu to Kuching by two and a half hours (in comparison to the PBH, which will take 5-6 hours).

Works for phase 1 of the Sarawak-Sabah Link Road (SSLR) was awarded to Kimlun for
MYR780m in Oct 2021 and has reached 8% physical progress. It is expected to be completed in
2025 or 2026. Meanwhile phase 2 of SSLR (worth MYR7.7bn) will be divided into four packages
and is expected to commence next year with a timeline of 3-5 years to complete.

Sarawak-Sabah Link Road 8.7

Note: *Project value reduced post revision
Note 2: >Civil works
Source: Various media, Company data, RHB

See important disclosures at the end of this report RHB‘
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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 (i)
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
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
has disclosed the Corporate Governance Report of Thai Listed Companies made

Market Dateline / PP 19489/05/2019 (035080)

RHBS



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
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any access to this report via Bursa Marketplace or any other
Electronic Services Provider is not intended for any party other than “major” US
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB
does not offer brokerage services to U.S. persons. Any order for the purchase or sale
of all securities discussed herein must be placed with and through a registered U.S.
broker-dealer as appointed by RHB from time to time as required by the Exchange Act
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S.
broker-dealer during the issuance of this report. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its
employees, agents and advisors, as applicable. Additionally, where research is
distributed via Electronic Service Provider, the analysts whose names appear in this
report are not registered or qualified as research analysts in the United States and are
not associated persons of any registered U.S. broker-dealer as appointed by RHB
from time to time and therefore may not be subject to any applicable restrictions under
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a
subject company, public appearances and personal trading. Investing in any non-U.S.
securities or related financial instruments discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or
be subject to the regulations of, the U.S. Securities and Exchange Commission.
Information on non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory
requirements comparable to those in the United States. The financial instruments
discussed in this report may not be suitable for all investors. Transactions in foreign
markets may be subject to regulations that differ from or offer less protection than
those in the United States.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (“RHBIB Group”) form a diversified financial group,
undertaking various investment banking activities which include, amongst others,
underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the
RHBIB Group, may, from time to time, have business relationships with, hold any
positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own
account or the account of its customers or perform and/or solicit investment, advisory
or other services from any of the subject company(ies) covered in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of interest
to ensure the independence of this report, investors should also be aware that such
conflict of interest may exist in view of the investment banking activities undertaken by
the RHBIB Group as mentioned above and should exercise their own judgement
before making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(through its Singapore branch), and the disclaimers above similarly apply.

Malaysia

Save as disclosed in the following link RHB Research conflict disclosures — Dec 2022

and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB’s staff or associated person serve as a director or board member*
of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHBIB did not receive compensation for investment banking or corporate finance
services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research conflict disclosures — Dec 2022

and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the securities
or other capital market products of the subject company(ies) covered in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL'’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report.

Indonesia

Save as disclosed in the following link RHB Research conflict disclosures — Dec 2022

and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to in
(a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking
or corporate finance services from the subject company in the past 12 months.

5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research conflict disclosures — Dec 2022

and to the best of our knowledge, the Singapore Research department of RHB Bank

Berhad (through its Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.

2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its
analysts do not have a financial interest (including a shareholding of 1% or more)
in the issuer covered by the Singapore research analysts in this report.

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have
and have not within the last 12 months had any corporate finance advisory
relationship with the issuer covered by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.

5. RHB Bank Berhad’'s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a collective
investment scheme covered by the Singapore research analysts in this report.

6. RHB Bank Berhad’s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation on the issuer covered by the Singapore research analysts.

Analyst Certification

The analyst(s) who prepared this report, and their associates hereby, certify that:

(1) they do not have any financial interest in the securities or other capital market
products of the subject companies mentioned in this report, except for:

[ Analyst [ Company |
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https://research.rhbtradesmart.com/view-file/hash/450085672371413638ee3edec119
https://research.rhbtradesmart.com/view-file/hash/450085672371413638ee3edec119
https://research.rhbtradesmart.com/view-file/hash/450085672371413638ee3edec119
https://research.rhbtradesmart.com/view-file/hash/450085672371413638ee3edec119

(2) no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.

RHB®

KUALA LUMPUR

RHB Investment Bank Bhd

Level 3A, Tower One, RHB Centre
Jalan Tun Razak

Kuala Lumpur 50400

Malaysia

Tel : +603 9280 8888

Fax : +603 9200 2216

BANGKOK

RHB Securities (Thailand) PCL

10th Floor, Sathorn Square Office Tower
98, North Sathorn Road, Silom

Bangrak, Bangkok 10500

Thailand

Tel: +66 2088 9999

Fax :+66 2088 9799

JAKARTA

PT RHB Sekuritas Indonesia

Revenue Tower, 11th Floor, District 8 - SCBD
JI. Jendral Sudirman Kav 52-53

Jakarta 12190

Indonesia

Tel : +6221 509 39 888

Fax : +6221 509 39 777

SINGAPORE

RHB Bank Berhad (Singapore branch)
90 Cecil Street

#04-00 RHB Bank Building

Singapore 069531

Fax: +65 6509 0470
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