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COMPANY RESULTS  BUY 

(Maintained) 
Share Price S$0.085 
Target Price S$0.11 
Upside +29.4% 
  

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): 31,389.1
Market cap (S$m): 2,668.1
Market cap (US$m): 1,969.5
3-mth avg daily t'over (US$m): 2.1

Price Performance (%) 
52-week high/low S$0.192/S$0.079

1mth 3mth 6mth 1yr YTD
2.4 0.0 (8.6) (37.0) 3.7

Major Shareholders %
Temasek Hldgs 54.6

FY21 NAV/Share (S$) 0.37
FY21 Net Debt/Share (S$) 0.12
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Sembcorp Marine (SMM SP) 
 

2021: A Turnaround Is In Sight; Reiterate BUY 
While SMM’s loss for 2021 was a larger-than-expected S$1.2b due to a high level of 
provisions, the investment thesis centres around a turnaround story – note the 
company’s sequential improvement on a hoh basis with revenue up 21% and narrowing 
of losses at the gross and operating levels. SMM believes that 2022’s results will be 
significantly better yoy and it remains cautiously optimistic that it will be able to win a 
few major contracts over the next 6-12 months. Maintain BUY. Target price: S$0.11. 

2021 RESULTS  

Year to 31 Dec (S$m) 1H21 2H21 % HoH 2020 2021 % YoY
Revenue 844.2  1,018.0  20.6% 1,510.3 1,862.2 23.3%
COGS (1,432.4) (1,512.2) 5.6% (2,000.7) (2,944.6) 47.2%
Gross profit (588.2) (494.1) 16.0% (490.5) (1,082.4) -120.7%
Operating profit (708.9) (515.2) 27.3% (581.5) (1,224.1) -110.5%
Financial expenses (42.1) (40.5) -4.0% (141.8) (82.6) -41.8%
Pre-tax profit (727.5) (527.3) -27.5% (670.7) (1,254.8) -87.1%
Tax credit/(expense) 78.0  1.4  -98.2% 83.5 79.4 -4.9%
NPAT (647.2) (523.3) 19.1% (582.5) (1,170.6) -100.9%

Source: Sembcorp Marine, UOB Kay Hian 

RESULTS 
• A big loss as expected, however a turnaround is in sight, in our view. Sembcorp 

Marine (SMM) announced a 23% yoy increase in revenue to S$1.9b which was slightly 
ahead of our estimates; however, its loss of S$1.17b was larger than expected due to 
higher-than-expected provisions. In addition, it was heartening to note that on a sequential 
basis, 2H21 showed much better performance despite the shortage of labour: revenue rose 
21% hoh while losses at the gross profit and operating profit levels narrowed. 

• Two key highlights from the results were: a) management’s comment that 2022 will be 
“significantly better” than 2021, and b) the labour issues that were prevailed in 4Q21 have 
been largely solved.  

• An improved financial position post S$1.5b capital raising. Management reiterated that 
it has a relatively strong liquidity position with its gearing at 0.49x as at end-21 vs 0.75x at 
end-20. Importantly, the capital raising proceeds can be used more ably to execute and 
complete the projects as well as for working capital needs for new orders and projects. 

 

KEY FINANCIALS 
Year to 31 Dec (S$m) 2020 2021 2022F 2023F 2024F
Net turnover  1,510 1,862 1,939 2,182 2,604
EBITDA  (380) (1,028) 260 318 369
Operating profit  (582) (1,224) 64 121 172
Net profit (rep./act.)  (583) (1,171) (14) 40 88
Net profit (adj.)  (583) (1,171) (14) 40 88
EPS (S$ cent) (10.9) (6.5) (0.0) 0.1 0.2
PE (x) n.m. n.m. n.m. 79.0 36.1
P/B (x) 0.1 0.4 0.8 0.8 0.8
EV/EBITDA (x) n.m. n.m. 18.0 14.7 12.7
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0
Net margin (%) (38.6) (62.9) (0.7) 1.8 3.4
Net debt/(cash) to equity (%) 75.7 49.3 49.7 50.1 51.9
Interest cover (x) (4.1) (14.8) 0.5 0.9 1.3
ROE (%) n.a. n.a. n.a. 1.0 2.2
Consensus net profit  - - (1,039) (136) 22
UOBKH/Consensus (x)  - - 0.01 n.m. 3.91
Source: Sembcorp Marine Limited, Bloomberg, UOB Kay Hian 
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m." 
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STOCK IMPACT 
• Update on merger process with Keppel Corp (KEP SP/BUY/Target: S$6.94). 

Management stated that the due diligence process has continued and expects an 
agreement to be reached by end-1Q22. It said that both it and KEP are working towards the 
combination with the intention to complete the merger “sooner rather than later”. 

• Cautiously optimistic on new orders. SMM’s net orderbook stood at S$1.3b at end-21, 
with S$1.1.b of its orderbook undergoing construction at present while another S$0.2b 
relates to ongoing repairs and upgrading projects. During the analyst briefing, management 
commented that it is working on >S$10b worth of orders and that demand from its 
addressable market has improved tremendously. It was evident during the results call that 
SMM is keenly aware that it needs to focus on clinching new orders, and it highlighted that 
there are a handful of large projects worth between S$500m-1b that could be announced in 
the next 6-12 months. More concretely, it pointed out that a contract to construct a research 
vessel for the Brazilian navy is in an advanced stage of negotiations and a result should be 
expected at the beginning of 2H22. 

• Challenges at the shipyard appear to have dissipated. While Singapore has seen 
COVID-19 cases numbers at >25,000 per day, there appears to be progress towards 
endemic living and thus we believe that the worse is behind SMM in terms of access to 
labour and that we will not see any shutdowns of its shipyards nor a material increase in 
costs and negative effects on productivity. Management commented that its labour shortage 
situation stabilised in 4Q21 and thus enabled it to progress towards the completion of its 
projects. Note that of its 12 projects slated for delivery in 2022, three have already been 
completed and thus SMM will be able to recognise revenue from these projects in 1H22. 

• Manpower planning. SMM stated that its manpower situation has materially improved 
compared with Sep/Oct 21 and it does not foresee any labour shortage going forward. With 
its current workforce, the company believes that it is sufficient to complete its projects in 
2022; however it did concede that it will need to replenish its temporary workers that were 
employed last year, while its subcontractors will also be required to replace certain parts of 
its skilled workforce. Nevertheless, management does not believe that it will face any 
challenges if it wins new orders given that its manpower planning started last year in 
anticipation of new orders in 2022.  

• Carbon taxes. We do not expect the materially higher carbon taxes, announced in the 
recent Budget 2022, to have a major impact on SMM. For its offshore marine customers, 
there may be a significant increase in taxes and thus project economics need to increase to 
cater for this. On the other hand, we note that renewables projects which have no carbon 
taxes then become more attractive to SMM’s customers. 

EARNINGS 4REVISION/RISK 
• We have upgraded our net profit numbers for 2022 and 2023 as we now expect a 

breakeven year for SMM on the back of better guidance from the company.  

VALUATION/RECOMMENDATION 
• Maintain BUY with a target price of S$0.11 which is based on a target multiple of 0.88x, 

pegged to our 2022 estimated book value per share of S$0.13. Our target P/B multiple is a 
20% discount to the company’s past-five-year average P/B of 1.1x. Note that we had 
previously applied a 30% discount but we now view a lower discount as more reasonable 
given the expected turnaround in the company’s fortunes. With its S$1.5b rights issue 
completed, and Temasek’s mandatory general offer at S$0.08/share having lapsed in early-
Nov 21, we believe that much of the corporate-level risk has dissipated. 

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

and upgrades work for cruise ships and other commercial vessels. 

• Merger or JVs with other shipyards. 

 REVENUE RECOVERY IN ALMOST ALL KEY 
BUSINESS SEGMENTS 
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EPS REVISION MOMENTUM 
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PROVISIONS FOR 2021 
Item S$m % of total 
Additional labour and other costs to 
complete projects 

696 83% 

Yard reinstatement costs 75 9% 
Asset impairment & project stock 
write-down 

68 8% 

Total 839 100% 

Source: SMM 

CHANGES TO EARNINGS FORECASTS 
Item 2022E 2023E 
Net profit/(loss) – was (117) (52) 
Net profit/(loss) – is (14) 40 
Change 88% 177% 
   
Gross profit margin – was -1% 2% 
Gross profit margin – is 1% 3% 
Change +2ppt +1ppt 

Source: UOB Kay Hian 
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PROFIT & LOSS     
Year to 31 Dec (S$m) 2021 2022F 2023F 2024F

Net turnover 1,862.2 1,939.4 2,182.2 2,603.9

EBITDA (1,027.5) 260.1 317.8 369.0

Deprec. & amort. 196.6 196.6 196.6 196.6

EBIT (1,224.1) 63.5 121.2 172.5

Total other non-operating income 0.0 0.0 0.0 0.0

Associate contributions 1.2 1.2 1.2 1.2

Net interest income/(expense) (31.8) (79.6) (79.6) (79.6)

Pre-tax profit (1,254.8) (14.9) 42.7 94.0

Tax 79.4 0.9 (2.7) (5.9)

Minorities 4.8 0.1 (0.2) (0.4)

Preferred dividends 0.0 0.0 0.0 0.0

Net profit (1,170.6) (13.9) 39.9 87.7

Net profit (adj.) (1,170.6) (13.9) 39.9 87.7
 

 BALANCE SHEET     
Year to 31 Dec (S$m) 2021 2022F 2023F 2024F

Fixed assets 3,992.7 3,911.2 3,829.6 3,748.1

Other LT assets 2,281.2 2,287.7 2,398.0 2,620.5

Cash/ST investment 1,104.1 1,017.1 581.5 464.9

Other current assets 1,921.9 1,383.9 1,536.4 1,808.5

Total assets 9,299.9 8,599.8 8,345.5 8,642.0

ST debt 820.6 800.0 600.0 600.0

Other current liabilities 1,712.7 1,102.4 1,208.1 1,416.5

LT debt 2,255.2 2,200.0 2,000.0 2,000.0

Other LT liabilities 486.3 486.3 486.3 486.3

Shareholders' equity 4,001.3 3,987.3 4,027.2 4,114.9

Minority interest 23.8 23.7 23.9 24.3

Total liabilities & equity 9,299.9 8,599.8 8,345.5 8,642.0
 

     
CASH FLOW     
Year to 31 Dec (S$m) 2021 2022F 2023F 2024F

Operating (589.1) 10.0 (14.4) (95.3)

Pre-tax profit (1,224.1) 63.5 121.2 172.5

Tax (5.1) (54.8) (5.3) (8.3)

Deprec. & amort. 196.6 196.6 196.6 196.6

Associates 0.0 0.0 0.0 0.0

Working capital changes 295.4 (64.9) (196.5) (325.7)

Non-cash items 30.1 0.0 0.0 0.0

Other operating cashflows 118.0 (130.4) (130.4) (130.4)

Investing (44.2) (21.2) (21.2) (21.2)

Capex (growth) (45.7) (100.0) (100.0) (100.0)

Capex (maintenance) 0.0 0.0 0.0 0.0

Investments 0.0 68.8 68.8 68.8

Proceeds from sale of assets 3.9 10.0 10.0 10.0

Others (2.4) 0.0 0.0 0.0

Financing 964.2 (75.8) (400.0) 0.0

Dividend payments (0.1) 0.0 0.0 0.0

Issue of shares 1,498.8 0.0 0.0 0.0

Proceeds from borrowings 0.0 0.0 0.0 0.0

Loan repayment (512.1) (75.8) (400.0) 0.0

Others/interest paid (22.4) 0.0 0.0 0.0

Net cash inflow (outflow) 330.8 (87.0) (435.6) (116.6)

Beginning cash & cash equivalent 772.4 1,104.1 1,017.1 581.5

Changes due to forex impact 0.8 0.0 0.0 0.0

Ending cash & cash equivalent 1,104.1 1,017.1 581.5 464.9
 

      
KEY METRICS     
Year to 31 Dec (%) 2021 2022F 2023F 2024F

Profitability   

EBITDA margin (55.2) 13.4 14.6 14.2

Pre-tax margin (67.4) (0.8) 2.0 3.6

Net margin (62.9) (0.7) 1.8 3.4

ROA n.a. n.a. 0.5 1.0

ROE n.a. n.a. 1.0 2.2

   

Growth   

Turnover 23.3 4.1 12.5 19.3

EBITDA n.a. n.a. 22.2 16.1

Pre-tax profit n.a. n.a. n.a. 119.9

Net profit n.a. n.a. n.a. 119.9

Net profit (adj.) n.a. n.a. n.a. 119.9

EPS n.a. n.a. n.a. 118.8

   

Leverage   

Debt to total capital 43.3 42.8 39.1 38.6

Debt to equity 76.9 75.2 64.6 63.2

Net debt/(cash) to equity 49.3 49.7 50.1 51.9

Interest cover (x) (14.8) 0.5 0.9 1.3
 

 
 
 
 



  

Monday ,  28  Feb rua ry  2022

4 Refer to last page for important disclosures. 

R e g i o n a l  M o r n i n g  N o t e s  

 

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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