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COMPANY RESULTS  SELL 

(Downgraded) 
Share Price RM0.41
Target Price RM0.20
Upside -50.3%
(Previous TP RM0.70)

COMPANY DESCRIPTION 
A leader in operation and maintenance (O&M) 
of rotating equipment for downstream and 
upstream industries, with major revenues from 
Middle East. 

STOCK DATA 
GICS sector Energy
Bloomberg ticker: SDH MK
Shares issued (m): 3,709.6
Market cap (RMm): 1,520.9
Market cap (US$m): 365.9
3-mth avg daily t'over (US$m): 23.7

Price Performance (%) 
52-week high/low RM1.95/RM0.410

1mth 3mth 6mth 1yr YTD
(74.5) (76.4) (76.2) (73.9) (76.7)

Major Shareholders %
Mohd Abdul Karim Bin Abdullah 27.1
Abdul Kadier Sahib 16.3
EPF 7.6

FY21 NAV/Share (RM) 0.96
FY21 Net Debt/Share (RM) 0.91
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Serba Dinamik Holdings (SDH MK) 
 

15MFY21: Profit In Line, But Corporate Governance Appears To Have Worsened 
Core profit appears to be in line but we see higher risks on ESG, corporate governance 
and stakeholder engagement issues. The market may ignore cheap valuations and 
negatively perceive the mass resignation of independent directors (some of them were 
against the board’s decision to sue its auditors). Another uncertainty is the update of 
the Credit Watch of its rating agencies. We downgrade the stock to SELL with a target 
price of RM0.20 due to the above issues mentioned.  

5QFY21 RESULTS 
Year to 30 Jun 5QFY21 qoq yoy Ytd FY21 yoy Comments 
(RMm)  % chg % chg (RMm) % chg  
Revenue 1,384.3 (23.8) 8.3 7,398.3 63.4  
-O&M 1,252.5 (16.3) 12.9 6,296.1 61.6 Higher orderbook base 
-EPCC 99.3 (51.1) (29.4) 690.2 35.6  
Gross profit (GP) 235.5 (23.5) 3.0 1,289.4 59.0 Margin of 17.0% 
-O&M 214.6 (15.9) 6.0 1,114.0 56.7 Margin of 17.1% 
-EPCC 14.2 (51.1) (34.7) 101.8 30.9 Margin of 14.3% 
Impairment losses 0.0 na Na 0.0 na  
GP margin (%) 17.0 0.1 (0.9) 17.4 (0.5)  
Finance cost (55.4) 71.9 10.8 (247.0) 35.2  
Associates (5.0) 352.8 322.8 (17.6) (150.2) COVID-19 lockdowns 
Pre-tax profit 127.3 (44.0) (13.8) 833.6 53.0  
Income tax (14.7) (41.6) 4.6 (89.0) 90.0  
Net profit 113.3 (43.9) (15.3) 745.1 50.0  
Core PATAMI 112.8 (33.9) (18.3) 710.9 32.0  

Source: Serba , UOB Kay Hian    

RESULTS 
• 15MFY21 core profits deemed in line, comprising 85% of our forecast. To note, the 

quarter is usually deemed as the weakest financial quarter for the group, and not all of 
consensus have updated their FY21 forecasts to reflect an 18-month contribution. Despite 
the stable income from the recurring O&M business, Serba was impacted by lower 
contributions from the Engineering, Procurement, Construction, and Commissioning (EPCC) 
projects which fell by almost 50% qoq. This was mainly due to slower EPCC activities in 
Malaysia and other regions like UAE. Elsewhere, Serba’s new business segment, the IT 
segment, continued to generate revenue and gross profit of RM71m (17.4% margin ytd).  

• 15MFY21 operating cash flow was almost nil, due to heavy working capital needs despite 
generating RM1.4b EBITDA ytd. Capex incurred ytd was RM1.2b and net financing cash 
flow was RM950m. Total loans remain fixed qoq at RM3.9b.  

KEY FINANCIALS 
Year to 30 Jun (RMm) 2019 2020 2021F 2022F 2023F
Net turnover  4,529 n.a. 8,396 5,294 6,909
EBITDA  837 n.a. 1,582 1,022 1,256
Operating profit  693 n.a. 1,258 783 964
Net profit (rep./act.)  497 n.a. 863 509 658
Net profit (adj.)  539 n.a. 835 509 658
EPS (sen) 15.9 n.a. 24.6 13.6 17.6
PE (x) 2.6 n.a. 1.7 3.0 2.3
P/B (x) 0.6 n.a. 0.4 0.4 0.4
EV/EBITDA (x) 5.5 n.a. 2.9 4.5 3.7
Dividend yield (%) 10.2 n.a. 13.3 6.6 8.6
Net margin (%) 11.0 n.a. 10.3 9.6 9.5
Net debt/(cash) to equity (%) 83.6 n.a. 94.9 80.4 90.3
Interest cover (x) 4.6 n.a. 5.2 4.5 5.1
ROE (%) 22.0 n.a. 42.4 14.9 17.1
Consensus net profit  - - 784 739 810
UOBKH/Consensus (x)  - - 1.07 0.69 0.81
Source: Serba Dinamik Holdings Berhad, Bloomberg, UOB Kay Hian 
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STOCK IMPACT 
• Performance by geography. Malaysia’s revenue fell qoq mainly due to EPCC projects, 

possibly due to the impact of the movement control order that also hit Sarawak and 
Sabah regions recently; there were some seasonal weakness in some of the Middle East 
projects in line with the quarter. The Middle East remained the key contributor, accounting 
for 65% of overall revenue in 5QFY21 (4QFY21: 56%) even though Malaysia’s revenue 
mix surged to <30%. 

• Small improvement in debt headroom, but concern remains. Based on our 
calculations, Serba’s net gearing improved from 0.9x to 0.8x qoq, while its net-debt to 
EBITDA ratio, which is the key ratio monitored by its debt agencies, had similarly 
improved from 2.7x to 2.6x qoq. According to its financial statement, there was no major 
stress in receivables with 3% mix past due by >120 days. However, our early company 
update has slashed Serba’s forecasts as we followed the views of the rating agencies, 
namely Fitch Ratings and S&P that Serba may face near-term funding issues if its audit 
issues and reputational risks remain unresolved. In their press statement, they had 
placed Serba on a Credit Watch in which they will update in due time. There is a risk that 
despite the small improvement in debt headroom, the rating agencies may decide to 
update the Credit Watch with adverse opinions.  

• Another key concern appears to be deterioration in corporate governance and 
stakeholder engagement. Based on our channel checks, we understand that the recent 
moves that Serba announced recently, which were much unexpected, had a lack of 
engagement with its stakeholders, which is unlike Serba in the past. On Friday, there 
were many announcements by Serba on: a) the resignation of independent director 
Puan Masleena Binti Zaid, b) the resignation of Encik Hasman Yusri Bin Yusoff, an 
Independent and Non-Executive member of the audit committee, due to differences in 
opinion that he felt were not in the best interest of the company, c)  the resignation of 
Tengku Hasmuddin Tengku Othman, an Independent and Non-Executive director and the 
Chairman of the remuneration committee, due to differences in opinion on decisions the 
company made against its auditor, d) the resignation of Puan Rozilawati Binti Haji Basir, 
an Independent and Non-Executive member of the risk and audit committee, and e) the 
Resignation of Puan Sharifah Irina Binti Syed Ahmad Radzi, an Independent and Non-
Executive member of the risk and audit committee, due to differences in opinion on 
decisions with the Board that she felt were not in the best interest of the company.  

EARNINGS REVISION/RISK 
• No changes to forecasts.  

VALUATION/RECOMMENDATION 
• Downgrade from HOLD to SELL, with target price cut from RM0.70 to RM0.20. This is 

pegged to 2x 2021F PE (from 5x earlier) which also implies a low 0.2x P/B, as we now factor 
in higher risk from Environmental, Social and Governance (ESG) perspective. This is due to 
emerging internal disputes within its board members and its apparent lack of engagement 
with stakeholders, something that is unlike Serba in the past. Also, we view its timing of 
recovery (from whichever lows) will take much longer than expected. The recent resignation 
of its auditor, even though no reasons of fraud or malpractice were mentioned, will inevitably 
affect Serba’s ability to close the company’s audit completion period. Serba also has not fully 
completed the hiring of its independent auditor, and it will need more time to engage a new 
auditor, all of which we are unsure of, and if it can complete its FY21 audited report by the 
target Sep 21 timeline.  

 5QFY21 REVENUE, QOQ/YOY CHANGE (%)
RMm 5QFY21 QoQ (%) YoY (%) 
Malaysia 409.3 (40.6) 7.0 
Turkmenistan, India, Kazakhstan 36.9 (37.6) (13.5) 
Qatar 381.8 (20.3) 19.0 
Kuwait 9.3 (50.0) 8.3 
UAE 183.4 (31.4) (41.7) 
Saudi Arabia 64.3 8.7 100.1 
Indonesia 21.1 (50.1) (41.6) 
Oman 130.1 6.4 704.5 
Bahrain 129.3 96.1 28.8 
UK 12.5 4.1 (48.2) 
Laos 2.4 90.2 208.4 

Source: Serba, UOB Kay Hian 

REVENUE MIX (%) 
Revenue Mix (%) 5QFY21 4QFY21 
Malaysia 29.6% 37.9% 
Turkmenistan, India, Kazakhstan 2.7% 3.3% 
Qatar 27.6% 26.4% 
Kuwait 0.7% 1.0% 
UAE 13.2% 14.7% 
Saudi Arabia 4.6% 3.3% 
Indonesia 1.5% 2.3% 
Oman 9.4% 6.7% 
Bahrain 9.3% 3.6% 
UK 0.9% 0.7% 
Laos 0.2% 0.1% 

Source: Serba, UOB Kay Hian 

KEY BANKERS, YEARS OF RELATIONSHIP 

Source: Serba Dinamik 

DEBT MATURITY PROFILE (RM MILLION) 

Source: Serba Dinamik 
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PROFIT & LOSS     
Year to 30 Jun (RMm) 2020 2021F 2022F 2023F

Net turnover n.a. 8,396 5,294 6,909

EBITDA n.a. 1,582 1,022 1,256

Deprec. & amort. n.a. 324 239 292

EBIT n.a. 1,258 783 964

Associate contributions n.a. (15) 3 3

Net interest income/(expense) n.a. (305) (229) (247)

Pre-tax profit n.a. 938 557 720

Tax n.a. (75) (47) (61)

Minorities n.a. 0 0 0

Net profit n.a. 863 509 658

Net profit (adj.) n.a. 835 509 658
 

 BALANCE SHEET     
Year to 30 Jun (RMm) 2020 2021F 2022F 2023F

Fixed assets n.a. 2,429 2,656 3,207

Other LT assets n.a. 479 879 878

Cash/ST investment n.a. 836 782 713

Other current assets n.a. 4,293 3,683 4,718

Total assets n.a. 8,036 8,000 9,517

ST debt n.a. 3,128 2,851 3,638

Other current liabilities n.a. 684 609 786

LT debt n.a. 807 807 807

Other LT liabilities n.a. 132 132 132

Shareholders' equity n.a. 3,263 3,579 4,132

Minority interest n.a. 22 22 21

Total liabilities & equity n.a. 8,036 8,000 9,517

     
CASH FLOW     
Year to 30 Jun (RMm) 2020 2021F 2022F 2023F

Operating n.a. 362 642 337

Pre-tax profit n.a. 938 557 720

Tax n.a. (49) (47) (61)

Deprec. & amort. n.a. 324 239 292

Associates n.a. 15 (3) (3)

Working capital changes n.a. (1,169) (333) (858)

Non-cash items n.a. 303 229 247

Other operating cashflows n.a. n.a. n.a. n.a.

Investing n.a. (1,357) (517) (755)

Capex (growth) n.a. (1,041) (552) (790)

Others n.a. (316) 35 35

Financing n.a. 513 (179) 349

Dividend payments n.a. (173) (102) (132)

Issue of shares n.a. 446 0 300

Proceeds from borrowings n.a. 919 531 989

Loan repayment n.a. (680) (807) (807)

Others/interest paid n.a. 0 200 0

Net cash inflow (outflow) n.a. (482) (54) (69)

Beginning cash & cash equivalent n.a. 1,317 836 782

Changes due to forex impact n.a. 2 0 0

Ending cash & cash equivalent n.a. 836 782 713
 

      
KEY METRICS     
Year to 30 Jun (%) 2020 2021F 2022F 2023F

Profitability     
EBITDA margin n.a. 18.8 19.3 18.2

Pre-tax margin n.a. 11.2 10.5 10.4

Net margin n.a. 10.3 9.6 9.5

ROA n.a. 17.2 6.4 7.5

ROE n.a. 42.4 14.9 17.1

     
Growth     
Turnover n.a. 287.2 (36.9) 30.5

EBITDA n.a. 344.5 (35.4) 22.9

Pre-tax profit n.a. 250.0 (40.6) 29.2

Net profit n.a. 250.4 (40.9) 29.2

Net profit (adj.) n.a. n.a. (39.0) 29.2

EPS n.a. 203.7 (44.9) 29.2

     
Leverage     
Debt to total capital n.a. 54.5 50.4 51.7

Debt to equity n.a. 120.6 102.2 107.6

Net debt/(cash) to equity n.a. 94.9 80.4 90.3

Interest cover (x) n.a. 5.2 4.5 5.1
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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