
 
Price  RM0.41 
Fair Value RM0.53 (U.R.) 
52-week High/Low RM2.09/RM0.41 
 
Key Changes  
Fair value Under Review 
EPS  
 
YE to Jun DecFY20 18MFY21F FY22F FY23F 
     
Revenue (RM mil)  6,014.1  8,870.8  6,325.7  6,777.4 
Core net profit (RM mil)  631.7  877.6  646.4  693.9 
FD Core EPS (sen)  17.0  21.7  16.0  17.2 
FD Core EPS growth (%)  27.2 n/a n/a  7.3 
Consensus Net Profit (RM mil) - 783.9 739.3  810.4 
DPS (sen)  5.1  6.5  4.8  5.1 
PE (x)  2.4  1.9  2.6  2.4 
EV/EBITDA (x)  4.7  3.0  3.0  2.7 
Div yield (%)  8.2  15.9  11.7  12.6 
ROE (%)  22.2  25.2  17.4  16.6 
Net Gearing (%)  94.9  85.7  44.8  38.7 
     
 

Stock and Financial Data  
 
Shares Outstanding (million) 4,045.2 
Market Cap (RM mil) 1,658.5 
Book Value (RM/share) 0.88 
P/BV (x) 0.5 
ROE (%) 22.2 
Net Gearing (%) 94.9 
  
Major Shareholders Dato' Mohd Abd Karim bin 

Abdullah(27.1%) 
Abdul Kadier Sahib(16.3%) 
EPF(7.6%) 

Free Float 19.7 
Avg Daily Value (RM mil) 98.4 
 
Price performance 3mth 6mth 12mth 
    
Absolute (%) (76.4) (76.2) (73.9) 
Relative (%) (75.9) (74.9) (75.1) 
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SERBA DINAMIK 
HOLDINGS 
(SDH MK EQUITY, SERB.KL) 28 Jun 2021

Weaker earnings amid rising balance sheet risks 
Company report SELL

Alex Goh 
alexgoh@ambankgroup.com 
03-2036 2280 

(Maintained)

Rationale for report: Company results 

Investment Highlights 

 We maintain SELL on Serba Dinamik Holdings (Serba) with 
our fair value of RM0.53/share, based on a 40% discount to 
CY20 net book value, being under review currently given the 
potential provisions arising from audit concerns raised by its 
former auditor amid heightened balance sheet risks. Our 
valuation also reflects our neutral 3-star ESG rating.  

 As Serba has changed its financial year-end from Dec to June, 
we have adjusted our forecasts accordingly from 18MFY21F 
onwards. However, we have reduced FY22F-FY23F earnings 
by 16%-17% on lower revenue growth assumptions as 
1QCY21 net profit of RM113mil came in below expectations. 
On an annualised basis, the group’s 1QCY21 net profit was 
lower than our earlier CY21F earnings by 35% and market 
consensus 42%. 

 QoQ, Serba’s 1QCY21 net profit fell 44% as revenue 
seasonally decreased 24% to RM1.4bil, which management 
indicated as also partly caused by the Covid-19 movement 
restriction orders (MCO) in Malaysia, Indonesia and the Middle 
East. We note that 65% of the revenue reduction stemmed 
from Malaysia. Notwithstanding the lower revenue, we note 
that the group’s operating profit was commendably stable at 
17%. 

 As a comparison, 1Q revenue has seasonally decreased QoQ 
by a lower range of 6%-16% over the past 4 years. 
Geographically, 65% of 1QCY21 revenue came from the 
Middle-East while the proportion of Malaysian revenue slid to 
30% from 38% in 4QCY20. 

 YoY, Serba’s FY20 net profit decreased by 15% despite 
revenue rising by 8%. This stemmed largely from a 41% YoY 
increase in depreciation, 11% increase in interest cost and 
2%-point increase in effective tax rate. Given this declining 
YoY trajectory, we are doubtful of management’s earlier 
CY21F guidance for revenue and earnings growth rate of 10%–
15% against the negative backdrop of accounting issues 
raised by KPMG, which recently resigned as Serba’s auditor.  

 Together with the group’s high net gearing of 77% currently, 
the likelihood of securing full financial support for the huge 
US$1.7bil (RM7.4bil) contract awarded in April 2020 to 
engineer, procure and construct an IT-focused innovation hub 
in Abu Dhabi, United Arab Emirates (UAE) now appears 
uncertain after recent revelations that Serba has an effective 
49% stake in the project owner, Block 7 Investments.  

 Excluding this project and the US$350mil job to build a data 
centre also in UAE, we estimate that Serba’s outstanding 
order book would halve from RM18bil currently to RM9bil - 
only 1.4x FY22F revenue. In our view, Serba’s share price 
appears precarious pending the restoration of confidence in 
the group’s accounts and mitigation of balance sheet risks. 

mailto:alexgoh@ambankgroup.com
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EXHIBIT 1: RESULTS SUMMARY 

 
Source: Bursa Malaysia 

EXHIBIT 2: RESULTS BREAKDOWN 

 
Source: Bursa Malaysia 
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Source: AmInvestment Bank 

EXHIBIT 3: REVENUE BREAKDOWN 

 
Source: Bursa Malaysia 
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EXHIBIT 4: PB BAND CHART    EXHIBIT 5: PE BAND CHART   

 

 

 
EXHIBIT 6: ESG RATING   

Overall ★ ★ ★   
Zero-carbon initiatives ★ ★ ★ ★  
Health & Safety Compliance ★ ★ ★ ★ ★ 
Shareholder accountability ★ ★    
Social responsibility ★ ★ ★   
Pollution control ★ ★ ★   
Supply chain auditing ★ ★ ★   
Corruption-free pledge ★ ★ ★   
Accessibility & transparency ★ ★ ★ ★  
We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on fundamental fair value based on 

the overall ESG rating as appraised by us, from 1-star to 5-star 
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EXHIBIT 7: FINANCIAL DATA 
      
Income Statement (RMmil, YE  30 Jun) DecFY19 DecFY20 18MFY21F FY22F FY23F 
      
Revenue  4,528.6  6,014.1  8,870.8  6,325.7  6,777.4 
EBITDA   702.1  1,011.5  1,572.0  1,142.6  1,251.1 
Depreciation/Amortisation  (142.7) (243.0) (405.0) (297.0) (351.0) 
Operating income (EBIT)  559.4  768.5  1,167.0  845.6  900.1 
Other income & associates  35.0 (12.6) (18.9) (18.4) (17.3) 
Net interest (49.6) (49.6) (149.1) (90.9) (94.3) 
Exceptional items - - - - - 
Pretax profit  544.8  706.3  999.0  736.2  788.5 
Taxation  (46.8) (74.2) (119.9) (88.3) (94.6) 
Minorities/pref dividends  (1.3) (0.3) (1.5) (1.5) - 
Net profit  496.6  631.7  877.6  646.4  693.9 
Core net profit  496.6  631.7  877.6  646.4  693.9 
      
Balance Sheet (RMmil, YE  30 Jun) DecFY19 DecFY20 18MFY21F FY22F FY23F 
      
Fixed assets  1,936.7  2,535.0  2,147.0  2,450.0  2,699.0 
Intangible assets  119.0  136.7  136.7  136.7  136.7 
Other long-term assets  397.1  235.5  394.2  381.8  370.1 
Total non-current assets  2,452.9  2,907.2 - - - 
Cash & equivalent  1,306.6  836.4  528.9  1,940.0  2,192.4 
Stock   919.6  1,666.8  1,895.7  1,351.8  1,448.3 
Trade debtors  1,577.7  2,386.2  3,159.4  2,253.0  2,413.9 
Other current assets  161.3  239.8  251.8  264.4  277.6 
Total current assets  3,965.1  5,129.1  5,835.8  5,809.1  6,332.2 
Trade creditors  402.7  473.4  1,024.4  727.9  779.9 
Short-term borrowings  400.9  807.5  888.2  977.0  1,074.7 
Other current liabilities  122.2  210.3  339.6  250.3  268.0 
Total current liabilities  925.7  1,491.2  2,252.2  1,955.2  2,122.6 
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  3,485.3  3,937.8  4,423.5 
Minority interests  7.2  22.1  8.6  10.1  10.1 
BV/share (RM)  0.66  0.88  0.86  0.97  1.09 
      
Cash Flow (RMmil, YE  30 Jun) DecFY19 DecFY20 18MFY21F FY22F FY23F 
      
Pretax profit  544.8  706.3  999.0  736.2  788.5 
Depreciation/Amortisation  142.7  243.0  405.0  297.0  351.0 
Net change in working capital (590.7) (1,475.3) (333.9)  1,051.9 (200.9) 
Others  (403.5)  1.8 (336.0)  110.3  113.2 
Cash flow from operations (306.7) (524.2)  734.1  2,195.5  1,051.8 
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) -  371.9  508.6 - - 
Dividends paid  (278.5) (189.5) (263.3) (193.9) (208.2) 
Others  (49.6) (49.6) (149.1) (90.9) (94.3) 
Cash flow from financing (328.1)  132.8  96.2 (284.9) (302.5) 
Net cash flow (1,024.7) (991.4)  230.3  1,310.6  149.4 
Net cash/(debt) b/f (950.7) (2,032.9) (3,098.6) (2,988.3) (1,765.9) 
Net cash/(debt) c/f (2,032.9) (3,098.6) (2,988.3) (1,765.9) (1,711.2) 
      
Key Ratios (YE 30 Jun) DecFY19 DecFY20 18MFY21F FY22F FY23F 
      
Revenue growth (%)  37.9  32.8 - (28.7)  7.1 
EBITDA growth (%)  31.1  44.1 - (27.3)  9.5 
Pretax margin (%)   12.0  11.7  11.3  11.6  11.6 
Net profit margin (%)  11.0  10.5  9.9  10.2  10.2 
Interest cover (x)  11.3  15.5  7.8  9.3  9.5 
Effective tax rate (%)  8.6  10.5  12.0  12.0  12.0 
Dividend payout (%)  56.1  30.0  30.0  30.0  30.0 
Debtors turnover (days)  105  120 nm  156  126 
Stock turnover (days)  71  78 nm  94  75 
Creditors turnover (days)  34  27 nm  51  41 
      

 

Source: Company, AmInvestment Bank estimates 
§ From this year onwards year end is Jun 
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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.  

AmInvestment 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. 

 


