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Price RM1.71
Fair Value RM2.40
52-week High/Low RM2.44/RM1.02
Key Changes
Fair value (t)
EPS (t)
YE to Dec FY20 FY21F FY22F  FY23F
Revenue (RM mil) 6,014.1 6,628.3 7,205.9 7,723.8
Core net profit (RM mil) 631.7 721.3 807.4 868.8
FD Core EPS (sen) 17.0 19.4 21.8 23.4
FD Core EPS growth (%) 21.2 14.2 11.9 7.6
Consensus Net Profit (RM mil) 657.8 752.1 n/a
DPS (sen) 5.1 7.8 8.7 9.4
PE (x) 10.0 8.8 7.9 7.3
EV/EBITDA (x) 9.3 6.7 6.1 55
Div yield (%) 3.0 45 5.1 55
ROE (%) 22.2 19.3 18.2 17.6
Net Gearing (%) 94.9 40.1 37.6 333
Stock and Financial Data
Shares Outstanding (million) 3,708.4
Market Cap (RM mil) 6,341.4
Book Value (RM/share) 0.88
PIBV (x) 1.9
ROE (%) 22.2
Net Gearing (%) 94.9
Major Shareholders Dato' Mohd Abd Karim bin
Abdullah(23.2%)
Abdul Kadier Sahib(19.6%)
EPF(9.0%)
Free Float 19.7
Avg Daily Value (RM mil) 34.2
Price performance 3mth 6mth 12mth
Absolute (%) 1.8 (2.3) (26.9)
Relative (%) 4.0 (4.0 (30.7)
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We maintain our BUY call on Serba Dinamik Holdings (Serba)
with a higher fair value of RM2.40/share (from an earlier
RM2.20/share), based on a 20% discount to our diluted sum-
of-parts (SOP) valuation of RM2.99/share (Exhibit 4). This
implies an FY21F PE of 14x vs Dialog’s 28x.

We raise our FY21-FY22F earnings by 6%—7% on higher
revenue assumptions with Serba’'s FY20 net profit of
RM632mil exceeding expectations, 9% above our forecast and
10% above consensus. The group also declared a final
4QFY20 dividend of 1.6 sen, which brings FY20 DPS to 5.4 sen,
7% above our forecast.

YoY, Serba’'s FY20 net profit grew 27% in tandem with a 33%
revenue increase to RM6bil, partly offset by depreciation
rising by 51% to RM1.1bil, net interest cost increase of 5%,
reversal of associate losses and a 2 percentage-point rise in
effective tax rate. This outstripped management’'s FY20F
guidance for revenue and earnings growth rate of 10%-15%.

Amid the conditional movement control order (CMCO) caused
by the Covid-19 pandemic, Serba's 4QFY20 net profit soared
37% QoQ to RM202mil, driven by revenue increasing by
22.5%. This was further supported by net finance cost
dropping by 38% from sukuk refinancing. Hence, 4QFY20
accounted for 32% of FY20 net profit, vs. 28% for 4QFY19.

Geographically, 80% of the 4QFY20 revenue increase came
from Malaysia, of which operation and maintenance jobs
accounted for 77%. Hence, the proportion of Middle Eastern
contribution to group revenue slid to 56% from 64% in
3QFY20.

Including the RM1bil contracts secured over the past month,
we believe Serba’s outstanding order book rose slightly by 1%
QoQ at RM18.7bil. However, as previously highlighted, this
locked-in future revenue has exceeded the group’s FY20F
target of RM15bil (+50% YoY) which was set in early 2020.

With management aiming for an FY21F order book growth of
15%, we expect the group’s revenue growth prospects to be
supported by plans to lease parts of the 170-acre Teluk
Ramunia yard to third parties while angling for fresh jobs in
decommissioning, petrochemicals and renewable sectors.

The group’s private placement of 337mil shares at
RM1.51/share in January this year is expected to cut net
gearing to 69% by from 95% as at 31 Dec 2020. This improved
financial flexibility together with good earnings visibility from
recurring O&M operations translate to an unjustified FY21F PE
of only 9x vs. its closest peer Dialog Group’s 28x.
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EXHIBIT 1: RESULTS SUMMARY

Source: Bursa Malaysia

EXHIBIT 2: RESULTS BREAKDOWN

Source: Bursa Malaysia

AmInvestment Bank Bhd 2




Serba Dinamik Holdings 1 March 2021

EXHIBIT 3: REVENUE BREAKDOWN

Source: Bursa Malaysia

EXHIBIT 4: SUM-OF-PARTS BREAKDOWN

Source: AmBank Research

AmInvestment Bank Bhd 3




1 March 2021

Serba Dinamik Holdings

EXHIBIT 6: PE BAND CHART

EXHIBIT 5: PB BAND CHART
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EXHIBIT 7: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Revenue 4,528.6 6,014.1 6,628.3 7,205.9 7,723.8
EBITDA 702.1 1,011.5 1,198.9 1,328.5 1,456.5
Depreciation/Amortisation (142.7) (243.0) (297.0) (351.0) (405.0)
Operating income (EBIT) 559.4 768.5 901.9 977.5 1,051.5
Other income & associates 35.0 (12.6) 71.8 101.6 102.7
Net interest (49.6) (49.6) (161.6) (170.2) (178.2)
Exceptional items - - - - -
Pretax profit 544.8 706.3 812.1 908.9 976.2
Taxation (46.8) (74.2) (89.3) (100.0) (107.4)
Minorities/pref dividends (2.3 (0.3) (2.5) (2.5 -
Net profit 496.6 631.7 721.3 807.4 868.8
Core net profit 496.6 631.7 721.3 807.4 868.8
Balance Sheet (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Fixed assets 1,936.7 2,535.0 2,612.0 2,861.0 3,056.0
Intangible assets 119.0 136.7 136.7 136.7 136.7
Other long-term assets 397.1 235.5 290.6 368.2 446.6
Total non-current assets 2,452.9 2,907.2 3,039.3 3,365.9 3,639.3
Cash & equivalent 1,306.6 836.4 1,831.6 1,941.6 2,166.6
Stock 919.6 1,666.8 1,416.5 1,539.9 1,650.6
Trade debtors 1,577.7 2,386.2 2,360.8 2,566.5 2,751.0
Other current assets 161.3 239.8 251.8 264.4 271.6
Total current assets 3,965.1 5,129.1 5,860.6 6,312.3 6,845.7
Trade creditors 402.7 473.4 762.7 829.2 888.8
Short-term borrowings 400.9 807.5 888.2 977.0 1,074.7
Other current liabilities 122.2 210.3 253.1 283.2 304.2
Total current liabilities 925.7 1,491.2 1,904.0 2,089.4 2,267.7
Long-term borrowings 2,938.6 3,127.5 2,628.9 2,728.9 2,828.9
Other long-term liabilities 113.8 132.0 138.6 145.5 152.8
Total long-term liabilities 3,052.4 3,259.5 2,767.5 2,874.4 2,981.7
Shareholders’ funds 2,432.7 3,263.5 4,204.8 4,689.3 5,210.5
Minority interests 7.2 22.1 23.6 25.1 25.1
BV/share (RM) 0.66 0.88 1.13 1.26 141
Cash Flow (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Pretax profit 544.8 706.3 812.1 908.9 976.2
Depreciation/Amortisation 1427 243.0 297.0 351.0 405.0
Net change in working capital (590.7)  (1,475.3) 595.8 (245.1) (227.8)
Others (404.1 1.8 339.1 99.6 106.9
Cash flow from operations (307.3) (524.2) 2,044.0 1,114.3 1,260.2
Capital expenditure (390.0) (600.0) (600.0) (600.0) (600.0)
Net investments & sale of fixed assets - - - - -
Others - - - -
Cash flow from investing (390.0) (600.0) (600.0) (600.0) (600.0)
Debt raised/(repaid) - - - - -
Equity raised/(repaid) (20.7) 371.9 508.6 - -
Dividends paid (278.1) (189.5) (288.5) (323.0) (347.5)
Others (49.6) (49.6) (161.6) (170.2) (178.1)
Cash flow from financing (338.4) 132.8 58.5 (493.2) (525.6)
Net cash flow (1,035.6) (991.4) 1,502.4 21.1 134.7
Net cash/(debt) b/f (950.7)  (2,032.9) (3,098.6)  (1,685.5)  (1,764.4)
Net cash/(debt) c/f (2,032.9)  (3,098.6) (1,685.5)  (1,764.4)  (1,737.0)
Key Ratios (YE31 Dec) FY19 FY20 FY21F FY22F FY23F
Revenue growth (%) 37.9 328 10.2 8.7 7.2
EBITDA growth (%) 311 441 185 10.8 9.6
Pretax margin (%) 12.0 11.7 12.3 12.6 12.6
Net profit margin (%) 11.0 10.5 10.9 11.2 11.2
Interest cover (x) 11.3 15.5 5.6 5.7 5.9
Effective tax rate (%) 8.6 10.5 11.0 11.0 11.0
Dividend payout (%) 56.0 30.0 40.0 40.0 40.0
Debtors turnover (days) 105 120 131 125 126
Stock turnover (days) 71 78 85 75 75
Creditors turnover (days) 34 27 34 40 41
Source: Company, Aminvestment Bank estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that Aminvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, Aminvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constitute Aminvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of Aminvestment'’s affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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