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SINGAPORE | SMALL-MID CAP | 1H21 RESULTS 

 Record gross profit and NPAT. Revenue increased 30.8% YoY on the back of higher 

permanent-recruitment rates and flexible-staffing volume. 1H21 gross profit in line at 51% 
of our FY21e forecast. NPAT surpassed at 75% with gains from disposal of financial assets 
and lower SG&A.  

 Flexible-staffing growth likely to continue amid business uncertainties. Permanent-

recruitment volume to pick up with countries’ reopening. 
 Maintain BUY with a higher TP of S$1.05 from S$1.00. After adjusting for one-off items, our 

FY21e core PATMI increases by 8.8% as we lift flexible-staffing revenue and lower SG&A 

expenses. Our TP remains pegged to 14x FY21e ex-cash P/E, HRnet’s historical 5-year high 
as we anticipate labour market recovery and potential M&As.  

 
Results at a glance 

 
Source: Company, PSR 

 
The Positives 
+ Record gross profit and NPAT. 1H21 revenue and gross profit were in line at 54%/51%, but 

NPAT and PATMI exceeded at 75% of our estimates. We attribute this to S$6.8mn of net fair 
value gains from its disposal of financial assets and lower-than-expected SG&A expenses. 
Permanent-staffing revenue grew 25.1%, underpinned by a 17.5% increase in revenue per 
placement YoY as HRnet filled more senior and niche positions that command higher 
remuneration packages. Flexible-staffing revenue rose by 31.9% on the back of a 47.1% YoY 
spike in the number of contractors hired to an all-time-high of 17,123 in June 2021. This was 
thanks to its Recruit First business expansion in 2019 and 2020 and clients’ preference for 

manpower flexibility amid business uncertainties.    
 
+ Recovery in key markets. Singapore is HRnet’s largest revenue and gross-profit contributor. 
1H21 gross profit in this market grew 31.1% YoY: flexible staffing +33.5% and permanent 
recruitment +25.0%. Gross profit in North Asia, comprising China, Hong Kong and Taiwan, was 
up 29.9% YoY: flexible staffing +57.6% and permanent recruitment +23.9%. Volume growth was 
notably strong for flexible staffing in Rest of Asia, particularly Malaysia and Indonesia, where 

gross profit surged 40.8%. 
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(S$’000) 1H21 1H20 YoY

Gross revenue 275,095 210,337 30.8%

Permanent recruitment 44,027 35,193 25.1%

Flexible staffing 229,607 174,103 31.9%

Sub-contractor expenses -193,280 -147,859 30.7%

Gross profit 81,815 62,478 31.0%

Other income 14,161 8,525 66.1%

NPAT 38,060 22,207 71.4%

PATMI 35,926 20,985 71.2%

BUY (Maintained)
LAST CLOSE PRICE 

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

BLOOMBERG CODE: HRNET SP

O/S SHARES (MN) : 1,004

MARKET CAP (USD mn / SGD mn) : 598 / 813

52 - WK HI/LO (SGD) : 0.83 / 0.44

3M Average Daily T/O (mn) : 0.85

MAJOR SHAREHOLDERS (%)

SIMCO GLOBAL LTD 77.6%

TECHNOPRO HOLDINGS INC 3.0%

FMR LLC 2.7%

PRICE PERFORMANCE (%)

1MTH 3MTH YTD

COMPANY 1.3 23.1 52.3

STI RETURN (0.1) 2.3 12.5

PRICE VS. STI

Source: Bloomberg, PSR

KEY FINANCIALS

Y/E Dec (S$'000) FY19 FY20 FY21e FY22e

Gross Rev 423,081   433,041  516,041   544,610   

Gross Profit 145,558   129,346  161,212   171,959   

EBITDA 73,708      63,401    83,107      77,829     

NPAT 55,776      49,789    64,548      60,372     

P/B (x) 1.80          2.34         2.13          1.97          

P/E (x) 12.1          11.8         13.4          14.3          

ROE (%) 16.1          14.3         16.9          14.6          

Div yield (%) 4.50          4.50         3.75          3.54          

Source: Company, PSR

VALUATION METHOD

14x FY21e ex-cash P/E
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+ Strong hiring in healthcare sector. The healthcare and life-science sector which serves 
pharmaceutical firms, hospitals and vaccination centres contributed 26% to revenue in 1H21, 
up from 15% in 1H20. The hiring of vaccination nurses constituted about 2% of revenue. 

Although more than 70% of the Singapore population is now fully vaccinated, demand for 
medical staff is still expected to come through in various forms, such as more nurses in hospitals, 
social-distancing ambassadors and temperature scanners at the airport. As Singapore gradually 

reopens borders for vaccinated travellers and a third booster shot for better immunity is within 
sights, hiring in the healthcare sector is not expected to pull back in the near term. 
 
The Negative 
- Pandemic-related relief tapered off. Pandemic-related assistance dropped in 1H21, as 
government grants and subsidies declined S$1.7mn from S$7.9mn in 1H20. We expect 
pandemic-related assistance to diminish by end-FY21, leaving S$4-5mn of government grants 

from the Wage Credit Scheme. We believe that this scheme will continue to support HRnet’s 
bottom line, given that the scheme has been introduced and extended since 2013.  
 

Outlook 
As various Asian economies commence their recovery with the aid of vaccination programmes, 
pent-up demand from 2020’s hiring standstill is expected to unleash job openings and 
employment churns. Strong local employment is predicated on restricted border movements. 

Still a market leader in Singapore in revenue and profits, we remain optimistic that HRnet will 
be able to ride the rush for employment. While a continued recovery in the permanent 
recruitment of mid-level positions is contingent on a re-opening of the economies that HRnet 

operates in, flexible-staffing volume is expected to grow further as various sectors and 
organisations choose this option to avoid committing to permanent headcounts.  
 
Maintain BUY with a higher TP of $1.05 from S$1.00. We lift our FY21e revenue and gross 
profits by 1.8% and 1.1% on the back of higher-than-expected flexible-staffing contributions. 
FY21e NPAT and PATMI have been raised by 27.7%, after accounting for higher other income of 
S$10.4mn and lower SG&A expenses. The increase in other income comprises S$6.8mn of net 

fair value gains from its disposal of financial assets as well as an additional S$3.6mn of 
pandemic-related government grants.  
 
After adjusting for the one-offs, our FY21e core PATMI increases by 8.8%. Accordingly, our TP 
climbs to S$1.05 from S$1.00.  This is still set at 14x FY21e ex-cash P/E, HRnet’s historical 5-year 
high as we anticipate labour market recovery and potential M&As. 
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Financials

Income Statement Balance Sheet
Y/E Dec, (S$’000) FY18 FY19 FY20 FY21e FY22e Y/E Dec, (S$’000) FY18 FY19 FY20 FY21e FY22e

Revenue 428,490           423,081        433,041     516,041         544,610     ASSETS

Sub-contractor expenses (273,193)         (277,523)      (303,695)    (354,829)        (372,651)    Pledged deposits 841                    1,003            988               988               988               

Gross Profit 155,297           145,558        129,346     161,212         171,959     Plant and equipment 1,559                1,558            1,503            1,503            1,503            

Other income 6,787                17,686          17,826        17,834            8,582          Right-of-use assets -                         14,144         8,202            -                     -                     

Employee benefit expenses (76,861)            (73,598)         (69,124)      (81,953)          (87,416)      Other intangible assets 1,600                1,501            1,353            1,353            1,353            

Facilities and depreciation expenses (11,107)            (12,102)         (11,917)      (11,668)          (11,668)      Goodwill 5,185                5,185            5,185            5,185            5,185            

Selling expenses (5,599)              (4,671)           (3,486)        (3,074)            (4,384)        Other financial assets (NCA) 12,197              38,733         21,838         21,838         21,838         

Other expenses (3,350)              (4,167)           (3,197)        (4,170)            (3,923)        Deferred tax assets 905                    808               1,314            1,314            1,314            

Finance costs -                         (334)               (413)            (413)                (413)            Total non-current assets 22,287              62,932         40,383         32,181         32,181         

Profit/(loss) before tax 65,167             68,372          59,035        77,768            72,737        Cash 281,810            266,162       332,234       346,805       399,974       

Income tax expense (12,745)            (12,596)         (9,246)        (13,221)          (12,365)      Trade receivables 81,266              74,693         66,261         116,757       76,393         

Profit/(loss) after tax 52,422             55,776          49,789        64,548            60,372        Other receivables 5,896                6,922            6,615            6,294            7,330            

PATMI 48,178             51,604          46,865        60,757            56,826        Other financial assets (CA) 16,078              8,555            6,886            6,886            6,886            

Adj. PATMI 45,906             44,925          36,400        51,966            55,264        Total current assets 385,050            356,332       411,996       476,742       490,583       

EBIT 68,517             72,539          62,232        81,938            76,660        Total Assets 407,337            419,264       452,379       508,923       522,764       

EBITDA 77,888             73,708          63,401        83,107            77,829        

LIABILITIES

Trade payables 6,486                6,034            6,478            9,285            7,342            

Per share data Other payables and accruals 39,296              39,071         75,591         101,295       85,291         

Y/E Dec (S cents) FY18 FY19 FY20 FY21e FY22e Others 12,984              20,408         20,196         14,303         14,303         

NAVPS 34.21                34.43             34.61          37.99              41.16          Total current liabilities 58,766              65,513         102,265       124,883       106,936       

EPS 4.77                  5.13               4.67            6.06                5.66            Deferred tax liabilities 366                    349               323               323               323               

Adj. EPS 4.55                  4.46               3.63            5.18                5.51            Deferred considerations 2,955                6,794            2,643            2,643            2,643            

DPS 2.80                  2.80               2.50            3.05                2.85            Total non-current liabilities 3,321                7,143            2,966            2,966            2,966            

Total liabilities 62,087              72,656         105,231       127,849       109,902       

Cash Flow Statement Net assets 345,250            346,608       347,148       381,074       412,862       

Y/E Dec, (S$’000) FY18 FY19 FY20 FY21e FY22e Represented by:

CFO Share capital 260,605            260,605       260,605       260,605       260,605       

PBT 65,167             68,372          59,035        77,768            72,737        Retained Earnings 122,981            145,961       165,598       199,524       231,312       

Adjustments 4,014                (4,431)           8,210          606                  (2,796)        Others (38,336)            (59,958)        (79,055)        (79,055)        (79,055)        

WC changes (8,755)              4,668             44,033        (21,665)          21,382        Total equity 345,250            346,608       347,148       381,074       412,862       

Cash generated from ops 60,426             68,609          111,278     56,710            91,323        

Others (8,810)              (9,312)           (6,818)        (11,885)          (11,029)      

Cashflow from ops 51,616             59,297          104,460     44,825            80,293        

CFI

Purchase of PPE and intangible assets (1,728)              (1,276)           (1,231)        (1,169)            (1,169)        Valuation Ratios

Purchase of financial assets (17,645)            (6,594)           (14,926)      (8,797)            (8,797)        Y/E Dec FY18 FY19 FY20 FY21e FY22e

Dividends received 328                   730                540              629                  629              P/NAV (x) 2.34 1.80 2.34 2.13 1.97

Others (8,322)              (32,460)         15,949        15,597            10,797        P/E (x) 16.77 12.09 11.78 13.37 14.30

Cashflow from investments (27,367)            (39,600)         332              6,260              1,460          Dividend yield (%) 3.50 4.52 4.55 3.77 3.52

Growth & Margins

CFF Growth

Dividends paid (23,456)            (28,163)         (28,002)      (30,622)          (28,583)      Revenue 9.3% -1.3% 2.4% 19.2% 5.5%

Purchase of treasury shares (6,633)              (331)               (3,146)        -                       -                   Gross profit 14.2% -6.3% -11.1% 24.6% 6.7%

Repayment of leases liabilities -                         (5,149)           (8,022)        (5,893)            -                   EBITDA -11.0% -5.4% -14.0% 31.1% -6.4%

Others (1,145)              (956)               (1,732)        -                       -                   EBIT 8.8% 5.9% -14.2% 31.7% -6.4%

Cashflow from financing (31,234)            (34,599)         (40,902)      (36,515)          (28,583)      Margins

Gross profit margin 36.2% 34.4% 29.9% 31.2% 31.6%

Net change in cash (6,985)              (14,902)         63,890        14,571            53,170        EBITDA margin 18.2% 17.4% 14.6% 16.1% 14.3%

Cash at the start of the period 289,090           281,810        266,162     332,234         346,805     EBIT margin 16.0% 17.1% 14.4% 15.9% 14.1%

Currency translation (295)                  (746)               2,182          -                     -                 Key Ratios

Others -                      -                   -                 -                     -                 ROE 15.2% 16.1% 14.3% 16.9% 14.6%

Ending cash 281,810           266,162        332,234     346,805         399,974     ROA 12.9% 13.3% 11.0% 12.7% 11.5%

*nm - not meaningful

Source: Company, Phillip Securities Research (Singapore) Estimates
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4

< -20% Sell 5

Ratings History

PSR Rating System

Remarks

We do not base our recommendations entirely on the  above quantitative return bands.  

We consider qualitative factors like (but not limited to) a stock's risk reward profile, 

market sentiment, recent rate of share price appreciation, presence or absence of stock 

price catalysts, and speculative undertones surrounding the stock, before making our final 

recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under 
the Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 

part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or implied 

that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is 
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any 
corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 

without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate 
for the recipient. Recipients should be aware that many of the products, which may be described in this report involve signif icant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent  
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 

persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations  in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation i n exchange rates between US dollars 

and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 

investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its  
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its  
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research,  or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, empl oyees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 

persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any 

registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.  

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a 
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific 
investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.  
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