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Potentially a bumpy ride in 2H21, but there is still gas left in the tank. 

Sector 
REITs Page 5 
Logistics REITs – Tailwinds from growth in e-commerce and building resiliency in supply 
chains. 

Update 
Sembcorp Marine (SMM SP/HOLD/S$0.14/Target: S$0.124) Page 7 
A large S$1.5b rights issue, and a bitter pill to swallow. 

TRADERS’ CORNER Page 10

First Resources (FR SP): Trading Buy  

Medtecs International Corp (MED SP): Trading Buy  

 

KEY INDICES 
Prev Close 1D % 1W % 1M % YTD %

DJIA 34433.8 0.7  3.4  (0.3) 12.5  
S&P 500 4280.7 0.3  2.7  1.8  14.0  
FTSE 100 7136.1 0.4  1.7  1.6  10.5  
AS30 7578.6 0.5  (0.6) 2.1  10.6  
CSI 300 5240.0 1.6  2.7  (1.5) 0.6  
FSSTI 3121.6 0.1  (0.7) (1.8) 9.8  
HSCEI 10878.5 1.9  2.2  0.8  1.3  
HSI 29288.2 1.4  1.7  0.6  7.6  
JCI 6022.4 0.2  0.3  3.0  0.7  
KLCI 1559.7 0.3  (1.8) (2.2) (4.2) 
KOSPI 3302.8 0.5  1.1  3.6  14.9  
Nikkei 225 29066.2 0.7  0.4  (0.3) 5.9  
SET 1582.7 (0.2) (1.9) 0.0  9.2  
TWSE 17503.0 0.5  1.1  3.7  18.8  

BDI 3255 2.5  1.1  25.4  138.3  
CPO (RM/mt) 3640 (1.6) 3.2  (15.5) (3.9)
Brent Crude 
(US$/bbl) 

76 0.0  1.7  9.4  47.1  

Source: Bloomberg 

TOP VOLUME  

Company 
Price 
(S$) 

Chg 
(%) 

Volume 
('000s) 

Sembcorp Marine  0.14 (27.2) 997,069 
Genting Singapore  0.87 0.0  27,509 
Golden Agri-Resources  0.23 2.2 25,897
Thai Beverage  0.69 0.0  22,768 
Hutchison Port Holdings Trust 0.22 (2.2) 19,117 

TOP GAINERS  

Company 
Price 
(S$) 

Chg 
(%) 

Volume 
('000s) 

Keppel Corp  5.40 5.7  17,566 
First Resources  1.34 2.3  3,660 
Golden Agri-Resources  0.23 2.2  25,897 
Parkwaylife Real Estate 4.55 1.8  1,161 
Venture Corp  18.71 1.6  1,870 

TOP LOSERS 

Company 
Price 
(S$) 

Chg 
(%) 

Volume 
('000s) 

Sembcorp Marine  0.14 (27.2) 997,069 
Thomson Medical Group  0.09 (3.3) 13,565 
Mandarin Oriental Intl  1.96 (3.0) 8 
Sembcorp Industries  2.11 (2.3) 6,307 
Prime US Reit 0.86 (2.3) 7,967 

  
KEY ASSUMPTIONS 
GDP (% yoy)  2020 2021F 2022F
US  (3.5) 6.3 2.8
Euro Zone  (6.6) 4.1 4.3
Japan   (5.5) 3.2 2.1
Singapore  (5.4) 5.0 3.5
Malaysia  (5.6) 5.0 4.5
Thailand  (6.1) 3.5 4.5
Indonesia  (2.1) 4.0 5.0
Hong Kong  (6.1) 4.1 3.0
China   2.3 7.6 5.5
CPO  (RM/mt) 2,685 3,000 2,600
Brent (Average) (US$/bbl) 43.21 53.23 50.87
Source: Bloomberg, UOB ETR, UOB Kay Hian 
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STRATEGY – SINGAPORE 

From Pandemic to Endemic 
Potentially A Bumpy Ride in 2H21, But There Is Still Gas Left In The Tank 
The Singapore market has performed extremely well ytd, with its valuations remaining 
inexpensive both regionally and globally. Although the Asian region faces a more 
bumpy recovery post COVID-19, we believe the STI has tailwinds from Singapore’s 
robust GDP growth and positive sentiment from the re-opening. We continue to like 
financials, selected re-opening plays, and COVID-19-resilient sectors among others. 

WHAT’S NEW 
• A bumpy recovery but we remain long equities. The global economic backdrop is 

generally favourable for equities at present with the World Bank forecasting global GDP to 
increase by 5.6% in 2021 – its strongest post-recession pace in 80 years. While regional 
recovery may be bumpy, we believe that the STI has tailwinds from Singapore’s robust GDP 
growth and positive sentiment from re-opening, and thus investors should remain long 
equities in our view. Our end-21 target for the STI has been upgraded slightly to 3,456 from 
3,450 previously. 

• Singapore market valuations remain inexpensive compared with US and European 
stocks, especially considering that its companies are fundamentally healthy with low debt 
and rising cash balances. Closer to home, the STI is the most inexpensive on a P/B basis 
and relatively inexpensive on a PE basis. In addition, the STI has one of the highest yields in 
the region with potential upside from banks and REITs. 

• In a rare show of strength, the STI was one of the best performing indices ytd, up 8.8% 
as at 22 Jun 21 and in line with the Stock Exchange of Thailand, while other regional Asian 
markets were mixed. In USD terms, the STI’s performance also stacked up well vs other 
asset classes and other global stock market indices. 

KEY STOCK AND SECTOR IDEAS 
• Financials. Among the banks, we prefer OCBC over DBS due to the former’s relatively 

inexpensive valuation and stronger EPS growth. We also like SGX because of its multiple 
earnings streams from various revenue silos over the next few years. 

• Re-opening plays. We advocate exposure to selected re-opening plays such as 
ComfortDelGro, Frasers Centerpoint Trust, Genting Singapore, Lendlease Global 
Commercial REIT, and Thai Beverage. 

• COVID-19-resilient sectors. Earnings from technology companies have been strong due 
to volume growth and/or pricing power, and thus we like companies such as Nanofilm and 
Sea Ltd (US ADR). In addition, we highlight healthcare companies such as Riverstone 
that trade at inexpensive valuations, while industrial REITs such as Ascendas REIT and 
Frasers Logistics Trust have seen resiliency in their businesses.  

• Others. a) Companies with the majority of their earnings from China where COVID-19 has 
been very much contained, such as Yangzijiang; and b) companies undergoing significant 
strategic transformation, such as Sembcorp Industries. 

Click here for Blue Top dated 25 Jun 21 

STI TARGET (END-2021): 3,456

 
 

TOP PICKS 
  ----------- Price (S$) -----------
Company Rec 22 Jun 21 Target 
OCBC BUY 11.80 15.50 
SGX BUY 11.02 12.35 
ComfortDelGro BUY 1.65 1.95 
Frasers Ctrpt Tr BUY 2.42 3.06 
Genting Singapore BUY 0.87 1.08 
Lendlease REIT BUY 0.80 1.01 
Thai Beverage BUY 0.685 0.92 
Sea Ltd (US$) BUY 281.27 314.48 
Riverstone BUY 1.30 1.75 
Ascendas REIT BUY 2.93 3.83 
Yangzijiang BUY 1.36 1.76 
Semb Industries BUY 2.16 2.59 

Source: Bloomberg, UOB Kay Hian 
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ANALYST(S) 
Adrian Loh 
+65 6590 6633 
adrianloh@uobkayhian.com 

Singapore Research Team 
+65 6535 6868 
research@uobkayhian.com 

PEER COMPARISON – TOP STOCK IDEAS FOR 2H21 
   ------- Price (S$) ------- Upside ------------------ PE (x) ----------------- Yield (%) ROE (%) Market P/NTA (x)
Company Ticker Rec 22 Jun 21 Target To TP (%) 2020 2021F 2022F 2021F 2021F Cap. (S$m) 2021F
OCBC OCBC SP BUY 11.80 15.50 31.4 15.1 10.9 10.4 4.1 9.6 53,883 1.1
SGX SGX SP BUY 11.02 12.35 12.1 25.0 25.5 25.0 3.0 35.6 11,760 9.3
ComfortDelGro CD SP BUY 1.65 1.95 18.2 57.9 15.2 16.5 3.0 0.0 3,576 1.4
Frasers Ctrpt Tr FCT SP BUY 2.42 3.06 26.4 43.8 16.2 19.3 5.2 5.2 4,094 1.0
Genting Singapore GENS SP BUY 0.87 1.08 24.1 155.3 37.6 13.9 1.7 3.6 10,677 1.4
Lendlease REIT LREIT SP BUY 0.80 1.01 26.3 26.3 19.4 19.0 5.9 4.9 951 1.0
Thai Beverage THBEV SP BUY 0.685 0.92 34.3 17.7 16.1 15.2 3.1 17.4 17,834 2.9
Sea Ltd (US$) SE US BUY 281.27 314.48 11.8 n.a. n.a. n.a. 0.0 (91.0) 105,438 42.8
Riverstone RSTON SP BUY 1.30 1.750 34.6 9.4 3.9 7.5 8.9 79.5 2,001 4.5
Ascendas REIT AREIT SP BUY 2.93 3.83 30.7 20.6 19.0 18.0 5.4 6.7 11,748 1.3
Yangzijiang YZJSGD SP BUY 1.36 1.76 29.4 10.7 8.9 7.2 4.0 8.7 5,311 0.8
Semb Industries SCI SP BUY 2.16 2.59 19.9 n.a. 12.5 10.9 2.4 8.9 3,859 1.2

Source: Bloomberg, UOB Kay Hian 

https://research.uobkayhian.com/content_download.jsp?id=63126&h=efafd0456e8c6a11ea817dd3c59d4fe8


  

Monday ,  28  June  2021 

3 Refer to last page for important disclosures. 

S i n g a p o r e  D a i l y  

• A bumpy recovery but we remain long equities. The global economic backdrop is 
generally favourable for equities at present with the World Bank forecasting global GDP to 
increase by 5.6% in 2021 – its strongest post-recession pace in 80 years. While this is 
positive for the Singapore stock market, we note that the global and regional economic 
recovery remains uneven and largely reflects sharp rebounds in some major economies 
such as the US, China and Eurozone. In a number of Singapore’s key Southeast Asian 
neighbouring countries, obstacles to vaccination continue to weigh on activity, and the World 
Bank forecasts that even by 2022, output in a number of emerging and developing 
economies will still be below pre-pandemic projections. We believe that the STI has tailwinds 
from robust GDP growth and positive sentiment from re-opening, and investors should 
remain long equities in our view. 

• Singapore market valuations remain inexpensive compared with US and European 
stocks, especially considering that its companies are fundamentally healthy with low debt 
and rising cash balances. Closer to home, the STI is the most inexpensive on a P/B basis 
and relatively inexpensive on a PE basis. In addition, the STI has one of the highest yields in 
the region with potential upside from banks and REITs. 

• Long-term bond yields to remain low for the next 12 months. On 16 June, the Federal 
Open Market Committee stated that it would keep its benchmark interest rate close to zero, 
with central bank officials signalling on their so-called “dot-plot” that there could be two rate 
hikes in 2023. The potential rate hikes (as well as tapering) in 2023 means that for 2021 and 
well into at least 1H22, equities will continue to be favoured over bonds, in our view.  

• V-shaped recovery in earnings in 2021. Within UOB Kay Hian’s Singapore coverage 
universe, we forecast a 143% yoy core EPS growth in 2021 due to the low base that was 
affected by COVID-19 in 2020. We then expect earnings growth to moderate in 2022 to 22% 
yoy. With the exception of a small earnings decline for healthcare, most sectors are 
expected to see core EPS growth in 2021 and 2022 with shipyards, telecoms and land 
transport exhibiting the highest delta vs 2020. We note that Bloomberg consensus EPS 
growth for 2021 is even higher at 187% yoy. 

• Stock and sector recommendations. We advocate investors to remain invested in the 
market and to focus on the following themes: 

1. Financials: Among the banks, we prefer OCBC over DBS due to the latter’s relatively 
inexpensive valuation and its better EPS growth. In the non-banking financials, we like 
SGX because of its multiple earnings streams from various revenue silos over the next 
few years. 

2. Re-opening plays: We advocate exposure to selected re-opening plays such as 
ComfortDelGro, Frasers Centerpoint Trust, Genting Singapore, Lendlease Global 
Commercial REIT, and Thai Beverage. 

3. COVID-19-resilient sectors such as technology, healthcare and industrial REITs: 
Technology companies have proved themselves to be largely immune to COVID-19, and 
thus we like companies such as Nanofilm and Sea Ltd (US ADR). In addition, we highlight 
that healthcare companies such as Riverstone trade at inexpensive valuations while 
industrial REITs such as Ascendas REIT and newly re-initiated Frasers Logistics Trust 
have seen resiliency in their businesses.  

4. Companies with the majority of their earnings from China where COVID-19 has been 
very much contained, ie Yangzijiang. 

5. Companies undergoing significant strategic transformation, such as Sembcorp 
Industries. 
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KEY STOCK RECOMMENDATIONS FOR 2H21 

Company Ticker Rec -------- Price (S$) -------- Market Comments 

   22 Jun 21 Target Cap (S$m)  
OCBC OCBC SP BUY 11.80 15.50 53,883 • New CEO, but unchanged focus to expand in China’s Greater Bay Area 

• Upgraded its guidance to mid-to-high single-digit loan growth for 2021 (2020: +0.5%); 
NIM is expected to stabilise at 1.50-1.55% 

• We expect OCBC to gradually increase recurrent regular dividends 

SGX SGX SP BUY 11.02 12.35 11,759 • Trading volume for Singapore Exchange (SGX) remains elevated 

• Has a wide range of liquid derivative products in key asset classes such as equities, 
currencies and commodities, which assure customer stickiness 

• MSCI changes to boost derivatives volume; higher average fee per contract 

• Currently trades at 24x FY22F PE, below peers’ average multiple of c.28x 

ComfortDelGro CD SP BUY 1.65 1.95 3,576 • Preparations for the new normal, including expanded vaccinations and testing, could 
also see the return of land transport activities at a faster rate 

• Value unlocking in Australia which includes a partial sale of assets or an IPO 

• Limited downside risk 

Frasers Ctrpt Tr FCT SP BUY 2.42 3.06 4,094 • Has divested assets to focus more on larger and dominant suburban malls, which has 
also freed up balance-sheet headroom for further acquisitions in the future 

• Strong DPU momentum to continue in 2021 due to recent acquisition of AsiaRetail 
Fund; DPU for 1HFY21 rose >28% 

• Recovery in tenant sales to be supported by COVID-19 vaccination and re-opening 

Genting 
Singapore 

GENS SP BUY 0.87 1.08 10,677 • Local patronage holding up well; international footfall largely absent as expected 

• 1Q21 results were unexciting but should be near the trough and market should 
eventually start to price in 2022 recovery as vaccinations accelerate 

• We and the market remain wary of the Japan IR bid 

Lendlease REIT LREIT SP BUY 0.80 1.01 951 • Potential acquisition of Jem could boost pro forma FY20 DPU by 3.6% and pave the 
way to acquire other properties in the sponsor pipeline 

• Will also look to increase its exposure to other gateway cities via sponsor 

• Laggard with attractive yield of 6.0% and 6.1% for FY21 and FY22 respectively. 
Trades at a significant 8% discount to NAV of S$0.85/share 

Thai Beverage THBEV SP BUY 0.685 0.92 17,843 • Recent 2QFY21 results in line with expectations and resilient despite enhanced 
COVID-19 measures 

• Thai beer gaining market share, spirits market stable, minimal impact from Myanmar 

• Attractively priced at less than 16x FY21 PE, or -1.5SD to its mean PE 

Sea Ltd (US$) SE US BUY 281.27 314.48 105,438 • One of Southeast Asia’s largest internet companies 

• Digital financial services to be next engine of growth 

• Expanded digital entertainment business to maintain competitiveness 

Riverstone RSTON SP BUY 1.30 1.750 2,001 • Strong beat in 1Q21 results; we expect 2021 to be another record profit year 

• For 2021, we expect ASP to increase by around 83% yoy and ASP for cleanroom 
gloves to increase around 41% yoy 

• Its cleanroom gloves stand a good chance of maintaining a favourable ASP beyond 
the pandemic 

Ascendas REIT AREIT SP BUY 2.93 3.83 11,748 • AREIT has seen positive rental reversion driven by Singapore and the US 

• Upcoming redevelopment of Science Park I could enhance 2022 distributable income 
by 1.5-4.6% depending on plot ratio approved by authorities 

• More acquisitions are forthcoming in 2021 post S$1.4b acquisitions in 2020 

• Data centres add a new engine for growth and expansion 

Yangzijiang YZJSGD SP BUY 1.36 1.76 5,311 • 1Q21 NPAT and margins stronger than expected and likely to expand in 2Q and 3Q21

• Strong order win outlook for the remainder of 2021 

• Valuations remain undemanding, with 2021 EV/EBITDA and P/B multiples of 6.0x and 
0.8x respectively 

Sembcorp 
Industries 

SCI SP BUY 2.16 2.59 3,859 • Recently announced a long-term plan to transform itself from brown to green energy 

• Plans to grow its renewables capacity by 4x to 10GW 

• Looking to increase the share of its net profit from sustainable solutions to 70% (2020: 
40%) 

Source: Bloomberg, UOB Kay Hian 
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SECTOR UPDATE 

REITs – Singapore 
Logistics REITs – Tailwind From E-commerce And Building Resiliency In Supply Chains 
E-commerce is a key driver of demand as online retail sales require 3x the logistics 
space compared with brick & mortar retail sales. The transition from just-in-time to 
just-in-case supply chains is also expected to increase inventories by 5-10%. BUY 
FLT (Target: S$1.79) and ALLT (Target: S$0.89), which provide FY22 distribution 
yield of 5.6% and 6.2% respectively. 

WHAT’S NEW 
• Growth in e-commerce creates demand for more logistics space. Online retailers are 

heavy-duty users of logistics space. Online retail sales are supported by 3x the logistics 
space required for brick & mortar retail sales. On average, every US$1b of retail sales 
creates demand for 1m sf of logistics space. 

1. All inventories are stored in the warehouse, including buffer stocks that are traditionally 
carried at physical retail stores. 

2. Online retailers offer greater variety of products (stock keeping units). 

3. Online retailers experience greater volatility of sales, which necessitate higher inventory 
levels. The variability is also exacerbated by promotional activities. 

4. Warehouse space is required for picking, packing and shipping parcels to consumers. 
Parcel shipping requires more logistics space than pallet shipping. 

5. Online order fulfilment includes value-added services, such as assembly and reverse 
logistics (returns processing), which requires additional space. 

• Speedy delivery is core advantage. Millennials and dual-income households expect 
convenience, choice, reliability and immediacy. Competition between online retailers is 
intense. Efficient logistics is important as online retailers are under constant pressure to 
reduce delivery time to meet expectations of demanding consumers. Same-day shipping is 
also increasingly becoming more popular.  

• Singapore ideal hub for e-commerce. Singapore is the world’s largest container 
transshipment hub, while Changi Airport is the largest air cargo hub in Southeast Asia and 
Southwest Pacific. Singapore was recognised as the top logistics hub in Asia for 10 
consecutive years by the World Bank. The top 25 global logistics players have established 
presence in Singapore. Singapore plans to be an e-commerce hub by strengthening digital 
infrastructure, cybersecurity and specialised capabilities, such as cold-chain management 
and pharmaceutical logistics. According to Temasek and Google, the e-commerce market in 
Southeast Asia is projected to expand by CAGR of 12.2% and exceed US$200b by 2025. 

• Building resiliency creates demand for more logistics space. The US-China trade 
conflict and COVID-19 pandemic have caused disruptions and exposed the vulnerabilities of 
lean just-in-time supply chains. Efforts to enhance resiliency will lead to increased demand 
for logistics space:  

a) Retailers need to hold higher levels of inventories to cushion against volatilities which can 
lead to lost revenues. It is estimated that the transition from just-in-time to just-in-case 
supply chains would increase inventories by 5-10%. Companies also need to diversify 
their supplier bases to minimise concentration risks. 

b) Multi-national companies have adopted the “China + 1” strategy to navigate the US-China 
trade conflict and reduce their over-reliance on China. Many have relocated production 
facilities from China to Southeast Asia, thus tapping on cost efficient manufacturing while 
maintaining close proximity to the huge consumer market in Asia. Being close to 
destination markets shortens production lead time. 

 OVERWEIGHT 
(Maintained) 
 
 
 
SECTOR PICKS 
Company Rec Share Price Target Price 

ALLT BUY 0.835 0.89 

FLT BUY 1.39 1.79 

MLT HOLD 2.06 2.08 

Source: UOB Kay Hian 
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ANALYST(S) 
Jonathan Koh, CFA 
+65 6590 6620 
jonathankoh@uobkayhian.com 

PEER COMPARISON 
Bloomberg Price Target Mkt Cap ----------------- Yield (%) ----------------- Debt to Debt to P/NAV

Name Code Rec Curr 25 Jun 21 Price (US$m) HIST CURR FWD 1Y FWD 2Y Equity (%) Assets (%) (x)
ARA LOGO Logistics Trust ALLT SP BUY S$ 0.835 0.89 901 6.3 6.0 6.2 6.3 76.9 37.4 1.44
Frasers Logistics & Commercial Trust FLT SP BUY S$ 1.39 1.79 3,801 5.1 5.4 5.6 5.7 59.4 35.3 1.22
Mapletree Logistics Trust MLT SP HOLD S$ 2.06 2.08 6,586 4.0 4.1 4.2 4.2 74.4 38.4 1.55

Source: Bloomberg, UOB Kay Hian 
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ACTION 
• Resilient despite the COVID-19 pandemic. Prime logistics rents increased 0.7% qoq to 

S$1.39psf pm in 1Q21. Occupancy rate improved by 2.3ppt to 89.8% in 1Q21 after hitting a 
trough of 87.5% in 1Q20. Net absorption was positive for the fourth consecutive quarter at 
636,168sf in 1Q21. Prime logistics rents are expected to trend higher due to tight vacancy 
and strong demand. 

• Pipeline of new supply has moderated. The logistics market has gradually recovered, 
having absorbed the deluge of new supply in 2014 (7.3m sf) and 2017 (10.4m sf). The 
pipeline of new supply is manageable at 8.7m sf over the next four years (2021-24). The 
average annual supply is 2.18m sf, which is 51% lower than the 10-year historical average 
of 4.43m sf. 

ARA LOGOS Logistics Trust (ALLT SP/BUY/S$0.835/Target: S$0.89): 
• About 70% of ALLT’s logistics space is occupied by third-party logistics (3PL) providers such 

as DHL, Schenker, McPhee and FedEx. 

• ALLT could tap into a sizeable acquisition pipeline with an AUM of US$10.2b, of which more 
than half is located in Singapore, Australia and China. 

• Our target price of S$0.89 is based on the dividend discount model (DDM) (cost of equity: 
6.75%, terminal growth: 1.0%). 

Frasers Logistics & Commercial Trust (FLT SP/BUY/S$1.39/Target: S$1.79):  
• 31.4% of gross rental income from its logistics portfolio is derived from tenants involved in e-

commerce or e-fulfilment activities. The proportion has increased to 34% with the 
completion of the latest acquisitions. 

• The acquisition pipeline provided by sponsor Frasers Property (FPL) is valued at S$5.9b as 
of Sep 20, of which logistics & industrial properties in Australia, Austria, Germany and the 
Netherlands is valued at an estimated S$1,822m while business park properties in the UK is 
valued at an estimated S$1,432m. 

• Our target price of S$1.79 is based on DDM (cost of equity: 6.25%, terminal growth: 2.0%). 
FLT provides a distribution yield of 5.7% for FY22, much more attractive than MLT’s 4.2%. 

Mapletree Logistics Trust (MLT SP/HOLD/S$2.06/Target: S$2.08): 
• Tenants engaged in e-commerce or e-fulfilment activities accounted for 30% of MLT’s 

revenue. 

• The acquisition pipeline provided by sponsor Mapletree Investments is valued at S$1.4b for 
15 completed projects (China: 14 and Vietnam: 1) and S$1.9b for 13 projects under 
development (China: 7, Malaysia: 1, Vietnam: 4 and Australia: 1). 

• Our target price of S$2.08 is based on DDM (cost of equity: 6.0%, terminal growth: 2.0%). 

SECTOR CATALYSTS 
• Growth of e-commerce and online retail sales. 

• Migration from just-in-time to just-in-case supply chains.  

• Relocation of supply chains to Southeast Asia. 

• Moderation in supply of new logistics space. 

ASSUMPTION CHANGES 
• We maintain our existing earnings forecast. 

RISKS 
• The COVID-19 pandemic has not affected the flow of goods between countries, and thus 

does not have a negative impact on demand for logistics space. 

BRICK & MORTAR REAL ESTATE FOOTPRINT TO 
GENERATE US$1B OF RETAIL SALES: 2.8M SF 

Source: Prologis Research 

E-COMMERCE REAL ESTATE FOOTPRINT TO 
GENERATE US$1B OF RETAIL SALES: 1.0M SF 

Source: Prologis Research 
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COMPANY UPDATE  HOLD 

(Maintained) 
Share Price S$0.140
Target Price S$0.124
Upside -10.7%
(Previous target price S$0.180) 

COMPANY DESCRIPTION 
Sembcorp Marine is an integrated shipyard 
offering one-stop engineering solutions for the 
offshore, marine and energy industries. It 
demerged from Sembcorp Industries in 3Q20.

STOCK DATA 
GICS sector Industrials
Bloomberg ticker: SMM SP
Shares issued (m): 12,555.2
Market cap (S$m): 1,745.2
Market cap (US$m): 1,300.3
3-mth avg daily t'over (US$m): 17.0

Price Performance (%) 
52-week high/low S$0.302/S$0.113

1mth 3mth 6mth 1yr YTD
(28.0) (12.6) 0.7 (54.0) (2.8)

Major Shareholders %
Temasek Hldgs 42.6

FY21 NAV/Share (S$) 0.28
FY21 Net Debt/Share (S$) 0.22
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ANALYST(S) 
Adrian Loh 
+65 6590 6633 
adrianloh@uobkayhian.com 
 

Sembcorp Marine (SMM SP) 
 

A Large S$1.5b Rights Issue, And A Bitter Pill To Swallow 
SMM’s double announcement of its rights issue and a non-binding MOU with KEP to 
combine their offshore marine businesses should not be a surprise. The former will 
nevertheless be painful for minority shareholders merely seven months after the prior 
rights issue at S$0.20. In the longer term, the merger (if successful) is positive and 
necessary, but short-term challenges remain. Maintain HOLD with a lower target price 
of S$0.124 (S$0.180 previously).  

WHAT’S NEW 
• Large rights issue and even bigger dilution. On 24 June, Sembcorp Marine (SMM) 

announced a S$1.5b rights issue at an issue price of S$0.08 per share. The ratio is 3 rights 
shares for every 2 existing shares held, and at the issue price of $0.08, the theoretical ex-
rights price (based on the last transacted price prior to the announcement) was $0.124. 
Importantly, SMM’s major shareholder, Temasek, has committed to subscribe for its pro-rata 
42.6% entitlement and excess rights such that its total subscription will be up to 67.0% of the 
rights issue.  

• Use of proceeds. Concurrent with the announcement of the rights issue, SMM and Keppel 
(KEP) revealed that they had signed a non-binding MOU to merge. During the analyst call 
on 25 June, and contrary to our and the market’s belief, SMM’s management repeatedly 
stressed that the use of the S$1.5b in proceeds is for working capital and general corporate 
purposes, and not as payment of S$500m in cash to KEP as part of the consideration for the 
merger. 

• A rights issue was preferred by SMM. During the analyst call, SMM’s management stated 
that the amount of loans it would have needed would have overly stretched its balance 
sheet, while raising cash via a rights issue would provide more confidence to its customers. 
Additionally, SMM viewed the S$0.08 issue price as one that is “accessible to all 
shareholders” bearing in mind that this is its second rights issue in under a year. 

• Not an easy pill to swallow. This large dilutionary rights issue, coming barely seven 
months after the previous S$2.1b rights issue at S$0.20, understandably led to a 27.3% 
decline in SMM’s share price to S$0.139 on 25 June. At these levels, we believe that 
existing shareholders should subscribe to the rights; however we caution that it may be a 
tumultuous ride for the next 12 months for SMM given: a) its ongoing struggles with a 
COVID-19-affected supply chain and manpower shortages, b) the embryonic nature of the 
offshore marine industry’s recovery, and c) the negative financial impact due to project 
deferrals. On the positive side, long-term oil prices are strong at about US$60/bbl. 

KEY FINANCIALS 
Year to 31 Dec (S$m) 2019 2020 2021F 2022F 2023F
Net turnover  2,883 1,510 2,043 1,930 2,172
EBITDA  104 (380) 32 174 255
Operating profit  (139) (582) (135) 7 88
Net profit (rep./act.)  (137) (583) (189) (66) 4
Net profit (adj.)  (137) (583) (189) (66) 4
EPS (S$ cent) (6.6) (10.9) (1.5) (0.5) 0.0
PE (x) n.m. n.m. n.m. n.m. 404.7
P/B (x) 0.1 0.2 0.5 0.5 0.5
EV/EBITDA (x) 43.4 n.m. 138.8 25.9 17.6
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) (4.8) (38.6) (9.3) (3.4) 0.2
Net debt/(cash) to equity (%) 184.6 75.7 78.5 76.7 81.4
Interest cover (x) (1.1) (4.1) (1.0) 0.1 0.7
ROE (%) n.a. n.a. n.a. n.a. 0.1
Consensus net profit  - - (152) (54) (19)
UOBKH/Consensus (x)  - - 1.24 1.23 n.m.
Source: Sembcorp Marine Limited, Bloomberg, UOB Kay Hian 
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STOCK IMPACT 
• We expect Temasek to ask for a waiver to conduct a mandatory general offer. The 

rights issue will result in Temasek exceeding the threshold for making a mandatory general 
offer (MGO). However, as disclosed in SMM’s rights issue presentation, Temasek’s current 
intention is to maintain SMM’s listing status and thus we expect Temasek to request for a 
waiver to conduct the MGO. In the unlikely event that an MGO is required, note that 
Temasek’s offer price will be the rights-issue price of S$0.08. 

• What we would have preferred. Our preferred strategy would have entailed Temasek 
privatising SMM, buying out Keppel Offshore Marine (KOM) from KEP and then merging 
KOM and SMM. The combined KOM-SMM entity could have then been re-listed at a later 
date once market conditions were more favourable. In our view, this would have been a 
cleaner path towards consolidation of Singapore’s offshore marine industry and caused less 
pain to minority shareholders. 

• Improved order win visibility – but it’s the winning of the orders that counts. SMM’s 
management stated that visibility for new orders has improved ytd as Final Investment 
Decision for a number of large offshore oil & gas projects will likely occur in 2H21; thus 
potential new orders could be announced over the next 6-12 months. In addition, the 
company disclosed that FPSO and FPU order enquiries in particular have increased, and 
there has been an equal number of enquiries for both renewables and oil & gas projects.  

EARNINGS REVISION/RISK 
• Downside earnings risk. While we have not made any changes to our earnings forecasts 

at present, we highlight that SMM’s earnings risk is skewed to the downside given the 
company’s recent announcements regarding its acute manpower shortage and supply chain 
disruptions. During its 1Q21 business update, SMM stated that it expects to incur losses for 
2021. 

VALUATION/RECOMMENDATION 
• Maintain HOLD rating but lower fair value to S$0.124 which equates to the company’s 

theoretical ex-rights price when the rights issue was announced on 24 June.  

• Financials likely to remain poor in at least the next 2-3 quarters. With the company 
continuing to incur losses in 1H21 and likely into 2H21, we do not see a reason for new 
investors to buy into SMM yet. Historically, management has said that SMM would return to 
profitability with an orderbook of S$2.5b-4.0b, depending on the size of each individual order 
and type of project.  

SHARE PRICE CATALYST 
• New orders for rigs, offshore renewable installations or fabrication works 

• Loosening of inbound travel rules for Singapore, thus easing the acute manpower shortage 
for the company. 
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PROFIT & LOSS     
Year to 31 Dec (S$m) 2020 2021F 2022F 2023F

Net turnover 1,510 2,043 1,930 2,172

EBITDA (380) 32 174 255

Deprec. & amort. 202 167 167 167

EBIT (582) (135) 7 88

Total other non-operating income 1 0 0 0

Associate contributions 1 1 1 1

Net interest income/(expense) (90) (84) (84) (84)

Pre-tax profit (671) (218) (77) 5

Tax 84 27 10 (1)

Minorities 5 2 1 0

Preferred dividends 0 0 0 0

Net profit (583) (189) (66) 4

Net profit (adj.) (583) (189) (66) 4
 

 BALANCE SHEET     
Year to 31 Dec (S$m) 2020 2021F 2022F 2023F

Fixed assets 4,115 4,066 4,017 3,968

Other LT assets 1,715 2,060 1,931 2,063

Cash/ST investment 772 125 207 21

Other current assets 2,368 1,908 1,756 1,941

Total assets 8,970 8,159 7,912 7,992

ST debt 2,121 1,500 1,400 1,300

Other current liabilities 1,278 1,350 1,203 1,304

LT debt 1,428 1,357 1,425 1,500

Other LT liabilities 446 446 446 446

Shareholders' equity 3,667 3,478 3,412 3,416

Minority interest 29 27 27 27

Total liabilities & equity 8,970 8,159 7,912 7,992
 

     
CASH FLOW     
Year to 31 Dec (S$m) 2020 2021F 2022F 2023F

Operating (750) 71 140 (137)

Pre-tax profit (582) (135) 7 88

Tax (8) 1 2 (5)

Deprec. & amort. 202 167 167 167

Associates 0 0 0 0

Working capital changes (356) 168 95 (256)

Non-cash items (20) 0 0 0

Other operating cashflows 14 (130) (130) (130)

Investing (88) (26) (26) (26)

Capex (growth) (89) (100) (100) (100)

Capex (maintenance) 0 0 0 0

Investments 0 64 64 64

Proceeds from sale of assets 2 10 10 10

Others (1) 0 0 0

Financing 1,226 (693) (32) (25)

Dividend payments 0 0 0 0

Issue of shares 587 0 0 0

Proceeds from borrowings 661 0 0 0

Loan repayment 0 (693) (32) (25)

Others/interest paid (22) 0 0 0

Net cash inflow (outflow) 388 (647) 82 (187)

Beginning cash & cash equivalent 389 772 125 207

Changes due to forex impact (4) 0 0 0

Ending cash & cash equivalent 772 125 207 21
 

      
KEY METRICS     
Year to 31 Dec (%) 2020 2021F 2022F 2023F

Profitability     
EBITDA margin (25.1) 1.6 9.0 11.8

Pre-tax margin (44.4) (10.7) (4.0) 0.2

Net margin (38.6) (9.3) (3.4) 0.2

ROA n.a. n.a. n.a. 0.1

ROE n.a. n.a. n.a. 0.1

     
Growth     
Turnover (47.6) 35.3 (5.6) 12.6

EBITDA (466.3) n.a. 435.9 46.9

Pre-tax profit n.a. n.a. n.a. n.a.

Net profit n.a. n.a. n.a. n.a.

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

EPS n.a. n.a. n.a. n.a.

     
Leverage     
Debt to total capital 49.0 44.9 45.1 44.9

Debt to equity 96.8 82.1 82.8 82.0

Net debt/(cash) to equity 75.7 78.5 76.7 81.4

Interest cover (x) (4.1) (1.0) 0.1 0.7
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TRADERS’ CORNER 

 
 
 
 
 

  
 
 

 

  
First Resources (FR SP)  
Trading Buy Range: S$1.35-1.36 

Last price: S$1.34 

Target price: S$1.50 

Protective stop: S$1.28 

The price could have formed a possible 
bottom at S$1.29. It is moving higher and is 
testing the middle Bollinger band, aka the 
20MA. There is a bullish MACD crossover that 
hints for a potential upside ahead. These 
could increase chances of the stock price 
moving higher. 
 
The potential upside target is S$1.50. Stops 
could be placed at S$1.28. 
 
Approximate timeframe on average: 1-2 weeks 
(initiate this trade idea if the stock hits the 
entry price range within three trading days) 
 
Our institutional research has a fundamental 
BUY and target price of S$1.65. 
 
 
 

Medtecs International Corp 
(MED SP) 
Trading Buy Range: S$0.885-0.890 

Last price: S$0.875 

Target price: S$0.980 

Protective stop: S$0.820 

The price could have formed a potential 
Morning Star reversal candlestick pattern last 
Friday. There is potential divergence warning 
given from the MACD that warned of a 
possible reversal. These could increase 
chances of the stock price rebounding and 
moving higher from here. 
 
The potential upside target is S$0.98. Stops 
could be placed at S$0.82. 
 
Approximate timeframe on average: 1-2 weeks 
(initiate this trade idea if the stock hits the 
entry price range within three trading days) 
 
 
 
 
 
 
ANALYST(S) 
Wong Shueh Ting, CFTe 
+65 6590 6616 
shuehting@uobkayhian.com  
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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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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 
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