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Initiate with BUY; leader in sustainable solutions 

We initiate coverage on SCI with BUY and a SOTP-based TP of SGD3.40, 

implying 14% upside. We like SCI due to: a) substantial additional earnings 

potential from its plan to boost renewable energy (RE) capacity to 10GW 

by FY25E; b) continued high tariffs contributing to good spark spreads in 

Singapore and India; c) resilience to rapid inflation and high interest rates; 

d) uniqueness amid scarcity of solid ESG companies in Singapore; e) 

attractive valuation as SCI consistently generates higher ROE than peers 

and is trading at a discount to Asian utilities peers.  

Fulfilling insatiable demand for Renewable Energy 

According to IEA, global energy demand is poised to surge 47% by 2050 as 

electrification increases and living standards improve. RE would be the 

fastest growing energy source, increasing from 2% in 2020 to 18% of total 

energy in 2030E. RE is SCI’s fastest-growing segment in our forecasts, 

potentially boosting earnings by 22-25% YoY pa until FY24E. A key metric 

to monitor is renewable ROE growth, which we project to rise to c10% 

(FY21:4.6%) and head northwards to c20% as assets mature, cashflow 

contribution rises and project debt repaid. 

Elevated electricity prices drive earnings higher 

Due to persistently high tariffs in India (+58% YoY) and Singapore (+242% 

YoY), we expect spark spread for SCI’s conventional energy to surge  by 

3ppt YoY and a full-year contribution of exceptional profits (+6% YoY) from 

Cogen in FY22-FY23E. Of note, 85% of SEIL plant 1 and plant 2 are 

underpinned by long-term and mid-term PPAs, putting SCI’s India business 

in a stronger position financially in FY22E. The Indian tariff hikes coupled 

with stable PLF of above 70% since Feb‘22 for plant 2 may continue to 

boost PATMI (+23% YoY) in FY22E.  

Attractive investment in Singapore renewables 

We project SCI’s FY22E earnings to beat consensus and view any pullback 

in the share price as an opportunity to buy. At 10.3x FY22E P/E, SCI is 

undervalued compared to regional utilities peers (ave.20.7x) and 

Singapore industrial peers (c17.8x). SCI has been consistently generating 

higher ROE (13.1%) than peers. It maintains a high return on sustainable 

equity ratio compared with top Asian utilities and Singapore industrial 

peers. Potential re-rating catalysts would be divestment of SCI’s thermal 

power plant in India with profits replaced by earnings from RE capacity 

expansion as SEIL focuses on decarbonisation. Key risks include unplanned 

shutdowns, unexpected impairments and decline in spot electricity prices 

in Singapore or India. 

 

 
 

 

 

 
 
 

 

 Share Price SGD 2.95

 12m Price Target SGD 3.40 (+15%)

BUY

Company Description

Statistics

52w high/low (SGD)

3m avg turnover (USDm)

Free float (%)

Issued shares (m)

Market capitalisation

Major shareholders:

49.5%

1.2%

1.1%

1,788

6.3

Sembcorp Industries is a conglomerate providing

mainly utilities services, sustainable solutions and

urban development

  Temasek Holdings 

  The Vanguard Group, Inc.

  ARGA Investment Management LP

3.05/1.79
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SGD5.3B

USD3.8B
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Relative to index (%) (1) 4 44

Source: FactSet

FYE Dec (SGD m) FY20A FY21A FY22E FY23E FY24E

Revenue 5,447 7,795 8,201 8,465 8,717

EBITDA 887 1,127 1,287 1,328 1,377

Core net profit (1,121) 279 514 533 569

Core FDEPS (cts) (62.3) 15.5 28.5 29.6 31.6

Core FDEPS growth(%) nm nm 84.1 3.7 6.8

Net DPS (cts) 4.0 5.0 5.0 5.0 6.0

Core FD P/E (x) nm 12.9 10.3 10.0 9.3

P/BV (x) 0.9 0.9 1.3 1.2 1.1

Net dividend yield (%) 2.3 2.5 1.7 1.7 2.0

ROAE (%) 3.8 7.9 13.1 12.5 12.5

ROAA (%) (6.1) 2.0 3.5 3.5 3.6

EV/EBITDA (x) 11.2 8.7 9.1 8.8 8.6

Net gearing (%) (incl perps) 194.2 155.5 146.8 135.4 130.2

Consensus net profit - - 510 532 571

MKE vs. Consensus (%) - - 0.7 0.1 (0.3)
  

Definitions 
RE: Renewable Energy 
 
Spark Spread:  the difference between the price 
received by a generator for electricity produced and the 
cost of the natural gas needed to produce that 
electricity. 
 
SRMC: Short Run Marginal Cost 
 
PLF: Plant Loading Factor 
 
Cogen: Cogeneration is a system that produces heat and 
electricity simultaneously in a single plant. 
 
PPA: Power Purchase Agreement 
 

SEIL: Sembcorp Energy India Limited 
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Value Proposition 

 SCI is Singapore’s leading sustainable solutions provider with 

6.1GW of capacity in renewables and 13,443ha of integrated 

urban solutions. 

 Temasek’s 49.5% ownership offers SCI backing and help to 

secure attractive financing terms when SCI bids for projects 

around the world. 

 SCI targets to increase sustainable solutions to 70% of net 

profit by FY25E, increase renewables capacity to 10GW and 

develop sustainable urban solutions to 500ha. 

 Portfolio scale and diversity will differentiate it from other 

power generation companies in Singapore in terms of 

reliability, flexibility and its comprehensive ability to offer 

energy, urban and water solutions. 

 
Revenue by segments (as of Dec 2021) 

 
Source: Company 
 

 Price Drivers 

Historical share price trend 

 

Source: Company, Maybank IBG Research 

 

1. Start of decline in the share price of 61%-owned SMM due 

to downturn in oil price. 

2. SCI announced there would be material impairments of 

SGD245m in its 4Q19 financial statements. 

3. Singapore Public Utilities Board and Sembcorp Industries 

jointly announced they will build one of the world’s 

largest inland floating PV system at the Tengeh reservoir. 

4. Sell-down of SCI due to downside risk from rising market 

volatility and higher fuel costs. 

5. Stock price surge as post demerger of SMM, Sembcorp 

posts FY21 net profit of SGD279m, up 78%. 

Financial Metrics 

 We forecast FY22 core income to grow 30% YoY due to higher 

revenue contributions from RE projects that should become 

operational within FY22E. 

 We forecast FY22E-24E ROE for the overall business to 

increase from 7.9% to 12.5-13.1%. Overseas projects, when 

fully ramped up, may help to expand ROE. 

 Our SOTP-based TP of SGD3.40 implies 12.2x FY23E P/E, 

slightly below the lower bound for regional peers at c13x.   

 
Core net income (SGDm) 

 
Source: Company 
 

 Swing Factors 

Upside 

 Stronger-than-expected order wins from its key sectors. 

 Margins improve due to continued cost controls and 

economies of scale. 

 Higher dividend payout due to better earnings and/or 

cashflow outlook. 

 

Downside 

 Slower contract wins resulting in lower order book. 

 Unexpected margin pressure from rising raw material 

and labour costs.  

 Execution misstep leading to project delays or even 

termination of contracts.  

  kelvin.tan1@maybank.com  
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Risk Rating & Score¹ 33.5 

Score Momentum² -2.7 

Last Updated 08 May 2022 

Controversy Score³ 
(Updated: 08 May 2022) 

1 – Operational Incident and 
Business Ethics Incidents 

   

Business Model & Industry Issues 

 SCI is a leading energy and urban solutions provider. It aims to transform its portfolio towards a greener future and be a leading 

provider of sustainable solutions. 

 In order to transform its portfolio from brown to green, SCI targets to increase Group net profit contribution from sustainable 

solutions to 70% by FY25E. This is done through: 1) increasing gross installed RE capacity to 10GW; 2) triple land sales to 500 

hectares by providing a full suite of sustainable urban solution; and 3) reduce GHG emission intensity by 25% to 0.40 tonnes of 

carbon dioxide equivalent per megawatt hour. 

 The company has a balanced energy portfolio of 16.3GW, with 6.8GW of gross RE capacity comprising solar, wind and energy 

storage globally. SCI also has a proven track record of transforming raw land into sustainable urban developments, with a 

project portfolio spanning over 13,000 hectares across Asia.  

 
   

Material E issues 

 SCI aims to reduce GHG emission intensity by 25% to 0.4 

tonnes of carbon dioxide equivalent per megawatt hour 

(tCO2e/MWh) by FY25E. In FY21, the GHG emission 

intensity was 0.51tCO2e/MWh compared to 

0.54tCO2e/MWh in FY20. 

 Gross installed RE capacity comprising wind, solar and 

energy storage assets grew slightly from 2.6GW in FY20 to 

over 2.7GW in FY21. SCI’s global energy portfolio mix 

stands at 72% conventional energy, 27% renewables and 1% 

energy-from-waste. In FY21, the company was ranked 52nd 

in the Top 100 Green Utilities report by Energy 

Intelligence. 

 In FY21, SCI generated 2.4m tonnes of waste, a 37% 

increase from the previous year due to higher electricity 

production of thermal plants in India. 95% of non-

hazardous waste was recycled into bricks and cement, 

which were used in the filling of low-lying areas, 

construction of roads and flyovers, and the raising of 

dykes. 

 

 
Key G metrics and issues 

 Temasek Holdings (Temasek) is SCI’s substantial 

shareholder. As a Temasek company, SCI is committed to 

sound corporate governance practices that include having 

an independent and high-calibre board. 

 SCI is led by a 10-member board, including Chairman Ang 

Kong Hua and Group President & CEO Wong Kim Yin. The 

average tenure of the independent directors is 5 years. 

There is one woman on the board of directors. 

 The board, which largely comprises independent non-

executive directors, leverages its diversity and experience 

to provide sound leadership to management. 

 KPMG has been SCI’s auditor since 2020. In compliance 

with the SGX-ST Listing Manual, SCI will need to replace 

their external auditors every 5 years which means KPMG 

can be appointed until 2025. 

 To date, SCI has never received or been the subject of any 

legal action in relation to anti-competitive behaviour and 

violations of anti-trust and monopoly legislation. There 

were no reported cases of bribery and corruption in 2021. 

 The changes of CEO and CFO in the past 5 years are a point 

to note in terms of strategic direction. That said, we 

should note that the current CEO is more intent on 

increasing SCI’s renewable energy mix. We think this 

should work in SCI’s favour if this strategy is executed well. 

  

Material S issues 

 An increase in both lost time injury rate and total 

recordable injury rate since FY20. This is largely increase 

in workplace incidents involving minor injuries. SCI 

constantly reviews and improves work conditions and 

practices. 

 Employee turnover was 15.7% in FY21 compared to 12.4% 

in FY20 largely due to increase in the voluntary turnover 

rate, which was 12.5% in FY21, up from 9.0% in FY20, 

mirroring the global trend of resignations. 

 SCI achieved an average of 27.0 training hours per 

employee in FY21, up from 23.6 in FY20.  

 

 

 
¹Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing 
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. ²Score 
Momentum - indicates changes to the company's score since the last update – a negative integer indicates a company’s improving risk score; a positive integer indicates 
a deterioration. ³Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these 
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company). 
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Quantitative parameters (Score: 22) 

  Particulars Unit 2019 2020 2021 
JSW Energy  

(JSW IN, FY21) 

E 

Scope 1 m tCO2e 25.9 26.3 25.9 14.5 

Scope 2 m tCO2e 0.3 0.2 0.2 0.0 

Total m tCO2e 26.2 26.5 26.2 14.5 

Scope 3 m tCO2e 8.3 9.7 8.9 1.8 

Total m tCO2e 34.5 36.2 35.0 16.3 

Scope 1 emission intensity tCO2e/MWh 0.6 0.5 0.5 680 

Green energy share of capacity % 21.5% 21.6% 22.5% 31% 

Net water consumption m m3 64.6 50.7 49.2 25.7 

% of flyash recycled/treated  % NA NA NA 100% 

% of recycled material used  % NA NA NA NA 

% of debt from green instruments % NA NA 14.5% 55% 

NOx (excluding N2O) tons NA NA NA 20,274 

SOx tons NA NA NA 35,203 

SPM/particulate matter (PM10) tons NA NA NA 3,054 
 

      

S 

% of women in workforce % NA NA NA 4.0% 

% of women in management roles % NA NA NA 14.0% 

Lost time injury frequency rate number 1.1 0.9 1.50 0.11 
 

      

G 

MD/CEO salary as % of net profit % 1.22% <100% 1.6% 0.3% 

Top 10 employees salary as % of profit % 2.5% <100% 7.3% 2.9% 

Independent director tenure <10 years % 75% 66% 50% 67% 

Women directors on board % 17% 8% 10% 17% 
 
 

Qualitative parameters (Score: 67) 
a) is there an ESG policy in place and whether there is a standalone ESG Committee or is it part of Risk committee? 
The company has various policies covering different aspects of ESG. There are KPIs, business objectives, governance enablers 
and risks for each of the segments 
b) is the senior management salary linked to fulfilling ESG targets? 
No 
c) Does the company follow TCFD framework for ESG reporting? 
Yes 
e) Does the company have a mechanism to capture Scope 3 emissions - which parameters are captured? 
Yes 
f) What are the 2-3 key carbon mitigation/water/waste management strategies adopted by the company? 
The company has been increasing non-fossil fuel capacity 
g) Does carbon offset form part of the net zero/carbon neutrality target of the company? 
Yes 

 
 

Target (Score: 100) 
Particulars Target Achieved 
Renewable share of NPAT by 2025 70% 35% 
Reach to 10GW of installed renewable capacity 10 5.3 
Reduce GHG emission intensity by 25% by 2025 to 0.4tCO2e/MWh 0.4 0.54 
Increase sustainable urban developments to 500ha by 2025 500 168 
Carbon neutral before 2050     
Reduce GHG emissions to 2.7tCO2e by 2030 2.7 26.2 

Impact 
Assuming a carbon price of USD10/50/100 and absolute annual reduction of 0.9m tCO2e to reach net zero by 2050, the impact 
calculated on FY21 EBITDA works out to 1.0-10.8% and on FY21 net profit works out to 4.4-43.9%. The impact will change depending 
on the carbon price and basis on calculation of carbon tax – absolute emission or carbon emission intensity 

Overall score: 53 
As per our ESG matrix SCI has an overall score of 53 

 

ESG score Weights Score Final score  As per our ESG assessment, SCI has established sustainability 
policies and time-bound targets. Its quantitative disclosures on ‘E’ 
parameters on emissions, resource usage as well as ‘S’ parameters 
on workforce and management diversity are limited. SCI’s overall 
ESG score is 53, which makes its ESG rating above average in our 
view (average ESG rating = 50; refer to Appendix I for our ESG 
Assessment Scoring). 

Quantitative 50% 22 11  

Qualitative 25% 67 17  

Target 25% 100 25  

Total     53 
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Focus Charts 

Fig 1: We forecast steadily rising revenue (FY22-4E) 

 
 

Source: Company, Maybank IBG Research 
 

 Fig 2: We expect renewable’s share of revenue to increase 

 
 

Source: Company, Maybank IBG Research 
 

 

 
Fig 3: RE EBIT to double from FY21 to FY24E  
 

 
 

Source: Maybank IBG Research 
 

 Fig 4: Return on Sustainable Equity Ratio of selected regional 
utilities companies 

 
 

Source: Maybank IBG Research, FactSet 
 

 

 

Fig 5: Net profit and margins set to improve (FY22-FY24E) 

 
 

Source: Company, Maybank IBG Research 
 

 Fig 6: ROE set to improve and net debt/equity remains stable 

 
 

Source: Maybank IBG Research, Company 
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1. Investment Thesis 

1.1 Record high spark spread and electricity prices 
 

A spike in Singapore wholesale electricity price to the highest level in a 

decade highlights the nation’s vulnerability to the global energy crisis, 

putting further strain on beleaguered power retailers. We believe SCI’s 

focus on accelerating transition to clean energy is the most effective way 

to improve the island’s energy security. 

 

Natural gas accounts for 95% of electricity production in Singapore. As the 

island relies on imported natural gas, supply constraints will impact 

Singapore’s electricity prices. The recent surge in USEP prices was due to 

the global energy crunch post-pandemic caused by high demand and tight 

supply conditions. Natural gas demand increased as global economic 

activities recovered, while supply became tight due to supply disruptions, 

production outages and geopolitical tension. 

 
Fig 7: Combination of fuel price hikes, tight supply/outage  
supported spark spread in 1H22 

 
 

Source: EMC 
 

 Fig 8: SG spark spreads: SCI’s fuel cost is lower due to hedging, 
so spark spreads are likely to be wider 

 
 

Source: EMC 
 

 
Fig 9: More capacity outage in 2H21 due to scheduled plant 
maintenance helped support strong USEP prices 

 
 

Source: EMC 
 

 Fig 10: … tight generation supply: latest data shows reserve 
margin is hovering around key regulated level of 27%  

 
 

Source: EMC 
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Assuming current 1HFY22 dynamics ease into 2HFY22, we think factors 

driving increasing earnings from SCI’s Singapore utilities business in FY23E-

FY24E would be: 1) tight power supply; and 2) increasing electricity demand 

with lower fuel prices.  

 

The former is straightforward as it relates to the availability of generation 

capacity. As seen in Fig 9, maintenance shutdowns caused outages to 

average 27.4% in FY22 (YTD) from an average of ~16% over FY13-21. This 

resulted in tight supply, as the supply cushion fell to the required reserve 

margin of 27% (Fig 14). That being said, we think electricity generation is 

not a main influencing factor, judging from how USEP prices soared 

although the number of maintenance shutdowns have eased since May 22.  

 

We estimate Singapore’s electricity demand to register a CAGR of 2.8-3.2% 

until 2024, similar to the forecast by the Energy Market Authority of 

Singapore. These take into account various factors, including changes to 

the population, temperature, forecast GDP growth rates, and projected 

demand from new high-growth sectors such as data centres.  

 

Given the protracted Ukraine-Russia war, we believe fuel prices will remain 

elevated for the rest of this year. We think USEP price will ease going into 

FY23 but remain above the SGD200/MWh level due to high fuel prices. We 

forecast another year of exceptional profits in FY22E for SCI’s conventional 

energy business due to rising USEP.  

 
Fig 11: Demand growth projected to sharply exceed supply 
growth (26% rise in generation capacity vs 48% rise in demand) 

 
 

Source: EMC, Maybank IBG Research 
 

 Fig 12: Singapore projected total electricity supply (capacity) 
 

 
 

Source: Maybank IBG Research, Company 
 

 
Fig 13: Projected Singapore reserve margin (FY21-FY25) 
 

 
 

Source: EMC, Maybank IBG Research 
 

 Fig 14: SCI’s conventional energy: EBIT has been relatively 
stable due to fixed margin on some long-term contracts 

 
 

Source: Maybank IBG Research, Company 
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1.2 Energy mix shifting towards RE 
 

The international Energy Agency (IEA) projects global energy mix to shift 

rapidly towards power consumption and electrification. The renewable 

energy sector in Singapore is evolving, renewable power generation is set 

to be the fastest growing source of electricity supply in 2022 and capacity 

addition is expected to exceed demand growth. SCI has been riding this 

megatrend since 2021 introducing significant transition into 

renewables/clean energy by committing to: a) carbon neutral and net-zero 

targets; b) targeting to exit from coal; and c) substantial investment in 

renewable technologies (sustainable linked bonds).  

 

We believe SCI is well positioned for acceleration in Asia’s renewable 

growth. Committed to achieve its 10GW of gross installed capacity target 

by 2025, SCI made two major RE acquisitions in FY21 that started to 

contribute in FY22E. The first is a 35% interest in SDIC New Energy’s 

portfolio of 1.9GW of wind and solar assets, whose acquisition it completed 

in Jan 22. From its financial statement, SDIC generated SGD103m of net 

profit (+42% YoY) in FY21 with strong performance from operations in wind 

and power generation resources in Xinjiang. We have conservatively 

estimated SGD15m of contributions from SDIC for SCI group in FY22E. The 

second acquisition is a 98% interest in a 658MW portfolio of wind and solar 

assets belonging to CGN Capital Partners. We believe CGN could contribute 

another SGD60-70m of EBITDA to SCI group. Consolidating other capacity 

expansion in India and Singapore, we see the renewable segment as the 

fastest growing business for SCI and we project it could see 22-25% YoY 

increase in net profit in FY22-23E. 

 
Fig 15: Renewables are projected to account for 80-90% of 
power generation globally by 2050 

 
 

Source: McKinsey Energy Insights Global Energy Perspective 2022 
 

 Fig 16: SCI’s renewable capacity (MW) under development 
 

 
 

Source: Maybank IBG Research, Company 
 

 

Electrification is the goal of transitioning 
everything to being powered by electricity. 
For this to happen, it requires a focus on 
renewable energy. 
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Fig 17: Steadily rising share of RE in the energy mix 

 
 

Source: Company, Maybank IBG Research 
 

 Fig 18: Project exceptional RE profit CAGR of 45% FY23-24E  

 
 

Source: Maybank IBG Research, Company 
 

 

 

1.3 Crystallising value of India utilities business 
 

With Sembcorp Energy India Limited (SEIL) signing two long-term contracts 

for its SGPL plant 2 (P2), 85% of SEIL’s 2.6GW capacity will be under 

medium- to long-term PPAs. This puts SCI’s India business in a stronger 

position financially in FY22E and more importantly has made SCI’s India 

thermal portfolio more attractive to potential acquirers. SCI has stated that 

it will look to sign more PPAs to ensure 100% offtake for its P2 asset. 

 
Fig 19: Indian Energy Exchange (IEX) hit a new annual average peak at 
IDR6.24/KWh YTD (+58% YoY). 

 

Source: IEX, Maybank IBG Research 
 

 

We noticed, from Figs 8 & 9, dark spreads for 1H22 were as good as in 2H21 

and SCI benefitted from the price surge in Mar/Apr-22. Plant load factor of 

74.1% in 1H22 is higher than in 2H21 (58.9%) as well. Our FY22 profit 

forecast for SEIL is SGD108m as we see a lower outlook for 2H22, largely 

due to a loss from SEIL P2 (SGPL TPP) as it undergoes a 45-day maintenance 

shutdown.    

 

Dark spreads are meant to convey the 
relative profitability of a coal-fired electric 
generator 
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Fig 20: HBA Coal Price vs IEX prices  
 

 
 

Source: Bloomberg, IEX 
 

 Fig 21: Conventional energy dark spread analysis for SCI’s India 
business 

 
 

Source: IEX, FactSet 
 

 
Fig 22: SEIL P1 PLF – Unit 2 has just completed annual 
maintenance and would expect ramping up from now on 

 
 

Source: CEA 
 

 Fig 23: SEIL P2 PLF – Overall good demand, we factored in small 
loss for 2H22 due to plant maintenance (ECD 4Aug22) 

 
 

Source: CEA 
 

 

The India Government’s continuing strong priority for renewables may 

provide an impetus to the pending distribution sector policy reforms, 

including introduction of retail competition, higher renewable purchase 

obligations, and stricter financial norms. During this period, demand for 

power is expected to outstrip supply, and renewable energy is projected to 

grow to over 10% of total power consumed. High import tariffs of 40% on 

solar equipment have been announced from April 2022 to encourage 

domestic manufacturing, and free interstate transmission, which subsidises 

renewables, is scheduled to expire in June 2023. Considering all these 

factors, we believe that tariffs for renewable energy will inevitably rise. 

 

Overall, we forecast SCI’s utilities business in India to report strong 20-30% 

YoY earnings growth in FY23-24, driven by pick-up across all the segments. 

SEIL is the strongest driver of our overall earnings forecast for the Group. 

We think SCI’s RE business in India will continue to improve by signing PPAs 

with other state-owned power distribution companies. 
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Fig 24: Indian utilities’ PATMI to improve by 23% for FY24E 

 
 

*includes one-time exceptional item 

Source: Company, Maybank IBG Research 
 

 Fig 25: PATMI estimation for SEIL and SCI 

 
 

Source: CEA, Maybank IBG Research 
 

 

 

1.4 Undervalued vs top Asian utilities and regional 

industrial peers 
 

When we compare SCI’s PER and ROE to Emerging Asia utilities and 

Singapore industrial peers listed on the SGX, we note that SCI is trading at 

a discount (PER 12.5x vs average 22.5x) but it’s able to generate more value 

for investors (ROE 13x vs average 12x). Moving forward to FY23/FY24E, we 

forecast that the ROE for SCI will grow to 12.5-13.1% as the company 

acquires more renewable assets.   

 

We have calculated the return on Sustainable Equity ratio based on the 

formula presented below. The ESG Risk Ratings measure the quantitative 

degree to which a company’s economic value is at risk, driven by ESG 

factors. For corporates with a higher Sustainable Equity ratio, they achieved 

higher ROE over the magnitude of the company’s unmanaged ESG risks. 

From this exercise, we can deduce that SCI has demonstrated moderately 

low ESG risk ratings as compared to comparable companies (i.e. industrial 

peers and regional utilities).  

 

Return on Sustainable Equity 

𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝑆𝑢𝑠𝑡𝑎𝑖𝑛𝑎𝑏𝑙𝑒 𝐸𝑞𝑢𝑖𝑡𝑦 𝑟𝑎𝑡𝑖𝑜 =  
𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐸𝑞𝑢𝑖𝑡𝑦 (%)

𝑆𝑢𝑠𝑡𝑎𝑖𝑛𝑎𝑙𝑦𝑡𝑖𝑐𝑠 𝐸𝑆𝐺 𝑅𝑖𝑠𝑘 𝑅𝑎𝑡𝑖𝑛𝑔𝑠
 

 

Fig 26: ROE to Sustainalytics Risk Ratings of SG Industrial Peers 

 
 

Source: FactSet, Maybank IBG Research 
 

 Fig 27: ROE vs PER plot for SCI’s industrial peers 

 
 

Source: CEA, Maybank IBG Research 

*ROE calculation excludes one time exceptional items 
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Fig 28: ROE to Sustainalytics Risk Ratings of top regional 
utilities 

 
 

Source: FactSet, Maybank IBG Research 

 
 

Fig 29: ROE vs PER plot of top regional utilities 
 

 
 

Source: CEA, Maybank IBG Research 

*ROE calculation excludes one time exceptional items 

 

 

2. Business overview 

SCI is a leading energy and urban solutions player with presence in 

Southeast Asia, China and India. SCI delivers innovative energy and urban 

solutions that support energy transition and sustainable development. 

  

Fig 30: SCI’s main businesses 

 

Source: Maybank IBG Research 
 

 

 

2.1 Established RE solutions provider in Singapore 
SCI is one of the largest Singapore home-grown RE players with c.7.0GW of 

gross RE capacity, comprising solar, wind and energy storage globally. SCI 

is committed to transforming its portfolio and supporting the global energy 

transition. SCI aims to expand its gross installed RE capacity from 7GW to 

10GW by FY25. Its renewable portfolio comprises wind, solar and energy 

storage assets in China, India, Singapore, the UK and Vietnam. 
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 Fig 31: Gross renewable capacity by technology 

 
 

Source: Company 
 

  Fig 32: Gross renewable capacity by country 

 
 

Source: Company 
 

 

Key developments 

 

In the past six months, SCI has been notably active on the business 

development front with nearly one deal every month since July 2021. 

Importantly, all of these deals have been focused on expanding SCI’s RE 

footprint, as can be seen in the table below. These contracts increase SCI’s 

RE portfolio to c.7.0GW (1.4GW solar, 5.1GW wind and 0.5GW batteries). 

We believe SCI will continue to step on the throttle with more RE deals for 

the remainder of FY22E. 

 

Fig 33: Recent business developments that are focused on RE 

Date  Details Sector Country 

Jul-21 Launch Singapore's first solar powered EV charging hub for industrial vehicles Solar Singapore 

Oct-21 Awarded 180MW wind in kamataka with 25-year PPA Wind India 

Oct-21 Joint development for a 1GWp solar and energy storage project Solar & Battery Storage Indonesia 

Nov-21 Acquisition of 658MW operational wind and solar assets Wind & Solar China 

Dec-21 Development of 550MW portfolio of nearshore and offshore assets Wind Vietnam 

Dec-21 Acquisition of a 35% stake in 1.9GW of operational wind and solar assets Wind & Solar China 

Feb-22 15 year contract for 150MW battery storage Battery Storage United Kingdom 

Mar-22 
Commenced construction of a new sustainable industrial park, VSIP BINH DUONG III, 
with a 50ha solar farm 

Industrial park with Solar Vietnam 

Apr-22 Issuance of SGD300m Sustainable linked notes    Singapore 

May-22 Secures SGD1.2b Sustainability linked Loan facility   Singapore 

Jun-22 Acquisition of 658MW wind and solar portfolio  Wind & Solar China 

Jun-22 
Appointed by Energy Market Authority to build, own and operate 200MW of Energy 
Storage System on Jurong island 

Battery Storage Singapore 
 

Source: SGX 
 

 

2.2 Building full suite of sustainable urban solutions 
 

The integrated urban solutions segment transforms raw land into 

sustainable urban developments (eg, rooftop solar, Green Coverage, waste 

recycling, wastewater treatment, etc) to meet the needs of customers. SCI 

targets to triple land sales of the urban business to 500 hectares by 2025, 

from 172 hectares in 2020. In FY21, SCI obtained the investment licence to 

develop a new 481-hectare industrial park in Quang Tri, central Vietnam, 

with the initial development phase comprising 97 hectares. SCI’s land bank 

increased to 13,443 hectares from 12,588 hectares. SCI now has 15 urban 

projects strategically located across Vietnam, China and Indonesia, which 

provide platforms for the business to drive future growth in sustainable 

solutions. 

 

 

72%

24%

4%

Wind Solar Energy Storage

9%
3%

20%

65%

3%

Singapore Vietnam China India UK
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Fig 34: Remaining saleable land by geography 

 
 

Source: Company 
 

 Fig 35: Remaining saleable land by segment 

 

Source: Company 
 

 

 

2.3 Renowned player in conventional energy 
SCI is an established operator with over 9,400MW of conventional power 

capacity in key markets around the world. The conventional energy segment 

performed exceptionally well in 4Q21 with higher contracted long-term 

agreements (+14% YoY). Global economic recovery and rising consumption 

boosted electricity demand. Coupled with supply constraints mainly due to 

adverse weather events, gas, coal and electricity prices rose to their 

highest levels in decades. In the key markets, higher spot prices and 

increased electricity demand benefitted the performance of the 

conventional energy segment in FY21. 

 

 Fig 36: Operational indicators for conventional energy 

 
 

Source: Maybank IBG Research, Company 
 

 

Key developments 

 

In early FY22, the group secured two power purchase agreements (PPA) in 

Nellore, India. The first PPA is to supply 625MW of power to Andhra Pradesh 

state’s power distribution companies for 12 years, and the other is to supply 

200MW of power to Bangladesh through PTC India Limited until May 2033. 

With these agreements, 85% of the SEIL thermal plant capacity will be 

secured by long-term and medium-term PPAs, of which 81% of plant 1 is 

backed by PPAs until 2040 and 81% of plant 2 is supported by PPAs until 

FY23/FY24.  
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3. Financial Analysis 

3.1 FY23-24E earnings growth backed by strong order book 
 

We project SCI’s earnings growth trajectory to be sustained in FY23/24E, 

at +3%/+11% YoY to SGD532m/569m. Earnings growth over the medium term 

will be largely expansion-driven, arising from incremental income from new 

capacities (booked under revenues and equity income). 

 

At its FY21 briefing, SCI disclosed it plans to add c.844MW of new 

attributable capacity in FY22-23E. Given the expected completion of these 

renewable power generation assets, this increases SCI’s total renewable 

portfolio to 7.0GW in operation and under development globally, implying 

a FY21-FY24E PATMI CAGR of 22.7%. 

 

Fig 37: SCI’s renewable capacity under development 

As at Dec 31, 2021 Stake (%) Country 
Est. Attributable installed 

Capacity (MW) 
Estimated Completion Date 

Solar         

Sembcorp Green Infra 100% India 30 2022 

Sembcorp Green Infra 100% India 400 2023 

Sembcorp Solar Singapore 100% Singapore 120 2022-2023 

Sembcorp Solar Vietnam 100% Vietnam 57 2022-2023 

Vietnam-Singapore Smart 
Energy Solutions 

54% Vietnam 3.24 2022 

Wind         

Sembcorp Green Infra 100% India 180 2023 

Energy Storage         

Sembcorp Cogen 100% Singapore 4 2022 

Flexible Generation Assets - 
Batteries 100% 

UK 50 2022 

TOTAL     844.24   
 

Source: Company 
 

 
Fig 38: Gross installed capacity and capacity under 
development of 16,513MW, as of 15 Jun 2022 

 
Source: Company 
 

 Fig 39: SCI - revenue forecasts 
 

 
Source: Company, Maybank IBG Research 
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Fig 40: Growth and Margin outlook by division 

Business 

Revenue EBIT Net Profit GP margin outlook 

Growth drivers/Comments FY21-24F FY21-24F FY21-24F 
FY21-24F 

 CAGR % CAGR % CAGR % 

Conventional Energy 2.7 2.4 21.1 
Slight increase in FY22 due to 
high prevailing tariff prices, 
taper down in FY23 onwards   

EMA expects high gas and coal 
prices to persist in FY22 with 
the protracted conflict in 
Ukraine as well as the 
seasonal increase in energy 
demand. IEX tariff and USEP 
set to continue rising, we 
expect a full year contribution 
of strong profits from Cogen 
and SEIL. 

Renewable 23.0 23.2 45.6 
Increasing need for low 
emission fuel, margin 
maintains high at 48% 

Energy mix shifting towards 
renewables. SCI rapidly 
growing renewables to achieve 
target of 10GW (JunFY22: 
7GW). Renewable segment is 
projected to be the fastest 
growing business with 22-25% 
increase in PATMI over the 
next few years 

Integrated Urban development 4.9 7.1 11.5 
Relatively stable at c20% post 
2021 restructuring; largely 
defense sales 

Slower projected growth due 
to 1) curbs on bank borrowings 
for China property market is 
expected to facehead winds, 
2) Uncertainty from China’s 
“Zero-COVID” stance with 
lockdowns and strict border 
controls has also led to 
caution from potential 
customers and a delay in 
investment decisions.  

Group 3.8 10.7 23.5 
Hovering at 15-16%, growing 
by c200bps  

Targeting overall improvement 
in ROE (12.5%), Debt/EBITDA 
(4.3x) and EBITDA/Interest 
(3.2x) through improved 
capital management 

 

Source: Maybank IBG Research, Company data 
 

 

 

3.2 Increasing investment and capital recycling help fund 

sustainable solution 
 

SCI’s gearing of 1.3-1.6x is the highest among its regional peers. Its debt 

consists of bonds, project financing and bank loans at 45%/34%/21% 

respectively. Although the majority (66%) of its loans are due within five 

years, we anticipate gearing to stabilise at current levels due to value-

unlocking in the renewables business or further monetisation of non-core 

assets.  

 

As SCI is transitioning from brown to green energy, it seeks to issue more 

long-term bonds and secure borrowings with longer tenures and more 

attractive interest rates. In FY22, SCI raised SGD2.9b in sustainability-linked 

notes (green loans), all of which were well subscribed, demonstrating the 

market’s confidence in the company’s strategy. We believe SCI is well 

positioned to explore potential divestments, capital recycling and expected 

expiry of contracts/concessions of up to SGD100m. 

 

Going forward, we expect SCI’s debt level to maintain at 1.5x net gearing, 

alongside its capacity expansion. While its improving operating cashflow 

should be sufficient to cover working capital and the equity component of 

its expansion, we expect SCI to borrow at least 50% of its project costs to 

optimize project-level returns and, more importantly, keep its balance 

sheet flexible for potential acquisitions and/or opportunistic partnerships 



 

August 2, 2022 17 

 

Sembcorp Industries   

to achieve its target of having 10GW of RE capacity. We anticipate long-

term debt to rise to SGD7.3b by FY24E, from SGD6.6b as of Dec 2021.  

 

Fig 41: Net gearing set to taper with rising interest cost 

 
 

Source: Company, Maybank IBG Research 
 

  Fig 42: FY21 debt profile (46.7% fixed rate & 53.3% floating 
rate) 

 

Source: Maybank IBG Research 
 

 

Fig 43: Consolidated balance sheet (FY20A-FY24F) 

In SGD m FY20A FY21A FY22F FY23F FY24F Notes 

Cash & Cash Equivalents 1,047 1,372 1,501 1,641 1,698   

Trade & Other Receivables 1,571 1,986 2,001 2,065 2,126   

Inventories 196 222 281 289 257   

Property, Plant and 
Equipment 

7,204 7,094 7,442 7,831 8,251 
Assume direct capex of SGD348-SGD420m  for renewable power 
generation assets of more than 844MW of gross capacity in FY22-
FY24E 

Investment in Associates 1,588 1,600 1,833 2,094 2,386   

Total Assets 13,562 14,395 15,093 15,569 15,870   

         

Trade & Other Payables 157 181 162 168 172   

Short-term Loan 593 754 739 718 663   

Long-Term Loans 7,135 6,637 6,975 7,179 7,342 
We expect new projects to be financed with 50% debt and 50% 
internally generated equity 

Other Long-Term 
Liabilities 

421 405 390 375 362   

Total Liabilities 10,086 10,477 10,828 10,915 10,961   

         

Common Stock 566 566 566 566 566   

Retained Earnings 3,153 3,349 3,781 4,256 4,774   

Other Equity 
Account/Reserves 

(380) (148) (243) (335) (604)   

Total Shareholders' Equity 3,339 3,767 4,103 4,487 4,737   

Total Liabilities & 
Shareholders' Equity 

13,562 14,395 15,093 15,569 15,870   
 

Source: Maybank IBG Research 
 

 

 

3.3 Sustainable cashflow and ROE to improve 
 

We forecast capex of SGD348m-420m over FY22-24F, driven by regulated 

capex, additions to renewables and solar cell/module capacity additions. A 

large part of this will be funded by operating cash flows, sustainable debt 

(green financing, sustainability-linked financing and project financing) and 

capital recycling.  

 

The company should generate FCF of SGD750m-SGD1.3b over FY22-24E. We 

forecast net debt/equity, including lease liabilities, to decline to 1.28x in 

FY24E from 1.6x in FY21 and ROE to improve to 12.5% in FY24E from 7.9% 

in FY21.  

 

Projecting ROE to increase by divestment 
and ‘sweating’ ageing assets to raise cash 
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Fig 44: Leverage to decrease, overall ROE to improve 

 
 

Source: Company, Maybank IBG Research 
 

  Fig 45: Capex vs FCF 

 

Source: Company, Maybank IBG Research 
 

 

Fig 46: 5-stage Dupont analysis 

  FY20A FY21A FY22F FY23F FY24F Notes 

 Net Margin (%) -18.3% 5.8% 8.5% 8.9% 9.2% 
Improved with more renewable power generation assets under 
development  

 Total Asset Turnover (x)  0.40 0.54 0.54 0.54 0.54   

 Operating Margin (%)  8.1% 8.6% 10.1% 10.3% 10.4%   

ROA (%) -7.4% 3.1% 4.6% 4.8% 5.0%   

 Financial Leverage (x) 4.1 3.8 3.7 3.5 3.4   

ROE (%) -29.9% 7.9% 13.1% 12.5% 12.5% Improving with capital recycling and sweating of assets. 
 

Source: Company, Maybank IBG Research 
 

 

Fig 47: Consolidated cash flow (FY20 – FY24F) 

In SGD m FY20A FY21A FY22F FY23F FY24F Notes 

Net Cash From 
Operations 

(2,567) 1,339 539 765 1,062 
Improvement is increased output from new RE capacities expected to 
be completed by FY23E. 

Net Capex (313) (317) (348) (389) (420) 
Capex is mainly for SCI's RE pipeline and maintenance of other power-
generation assets 

Net Cash From 
Investing 

4,778 (133) (70) (110) (143)  

Net Cash from 
Financing 

(4,432) (881) (340) (514) (862) 

Amid SCI's improving cashflow and the presumed ring-fenced structure 
for its RE expansion, we conservatively forecast SCI's dividend payout to 
remain 30-40% of previous year's net income in FY22/23E, similar to 
FY21A. 

 

Source: Maybank IBG Research 
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4. Valuation 

4.1 SOTP-based valuation indicates 14% upside  
 

Fig 48: SOTP valuation for SCI 

 

Source: Maybank IBG Research 
 

 

We derive our valuation from an SOTP method, based on FY23 forecasts. 

We value SCI’s utilities business with an implied 12.2x FY23E P/E, which is 

+1SD above the five-year average of 10.8x. This is still below regional peers 

of 15.7x. We have chosen this target price methodology as we believe it 

will more fairly and accurately reflect the company’s forward valuation as 

we have past the peak of the pandemic. We think consistent delivery of 

earnings is the key catalyst to maintaining investors’ confidence. We also 

think the catalyst beyond FY22E could be decarbonisation of its thermal 

power plant in India, whose profits can be replaced by earnings from 

capacity expansion in RE. 

 

A sensitivity analysis of SCI’s fair value is shown in Fig 49. Our FY22 profit 

forecast is conservative, as we assume 2H22 spot price to be sequentially 

lower. In our bull case, if current dynamics (IEX at INR6.5/kWh and USEP at 

SGD325/MWh) continue to drive spot electricity prices higher, our fair value 

could rise to as much SGD3.66, based on 12.14x FY22 PER, by simply 

factoring in higher earnings  forecast. 

 
Fig 49: Bull-bear analysis – sensitivity of USEP and IEX spot prices to SCI’s TP 
and PATMI 

 

Source: Maybank IBG Research 
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4.2 Undervalued against regional peers 
 

Valuations are at historical lows despite significantly higher ROEs than its 

peers. SCI is trading at FY22E P/E and P/B of 10.3x and 1.3x, still below its 

five-year forward P/E and P/BV. Considering the company’s growth 

prospects in its renewable business, the stock is likely to trade back to the 

average forward P/E levels of 10.71x and 1.18x, similar to the levels in 

May’22 when the company was securing new funding for its thriving 

renewable business. 

 

Fig 50: SCI L/T P/E band  

 
Source: FactSet 
 

 Fig 51: SCI P/BV band vs ROE  

  
Source: FactSet 
 

 

As compared to PER of regional utilities peers and Singapore industrial peers 

(average of 20.8x and 17.9x respectively), but SCI consistently generates a 

much higher ROE than all its peers in this category. Going forward, we 

expect SCI to generate greater value at a lower P/E level, strengthening 

our BUY call on the stock. 
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Fig 52: Peer valuation comparison 

0  

Source: FactSet, Maybank IBG Research 
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5. Risks 

Commodity rally squeezes margins of clean energy 

The sustained rally in commodity and equipment prices is threatening to 

lower the equity returns for wind and solar projects in the region. Prices of 

key commodities, such as cement, steel and copper, and high-cost 

equipment like solar panels, remain above FY19 levels. Auctioned projects 

have fixed tariffs that cannot be increased without the agreement of the 

power distribution companies, which are highly unlikely to accept tariff 

hikes. Power producers must therefore absorb the rise in capex. Also, 

revenues have suffered from long payment delays and lower-than-expected 

power generation from projects. In addition, tightening monetary policy 

will increase loan repayments for projects. 

Political risks on the rise 

Rapidly evolving regulations and the politicisation of wind and solar projects 

mean that assessing political risks is becoming an increasingly important 

step in the investment decision-making process. Volatile regulatory 

environments: Governments around the world are upgrading their climate 

change mitigation targets and rolling out new incentives (and constraints) 

for attracting FDI in RES projects. Public procurement processes: 

Governments increasingly rely on competitive auctions for distributing 

additional renewable energy capacity to foreign investors. In countries with 

less developed – and at times corrupt – public procurement systems, 

investors need to navigate complex decision-making processes while 

managing financial crime and reputational risks. Community relations: 

Investors need to take into consideration local residents’ concerns about 

the social and environmental impacts of large-scale RES projects. There is 

also potential for such projects (and local concerns) to become politicised 

at the regional and national levels, posing new risks to investors.  

Tariffs and interest rates 

Tariffs are still regulated by the government, although mostly priced by 

market demand. We believe tariffs will continue to increase as interest 

rates rise and shortage of fuel supply. Ensuring electricity security requires 

large scale investment, SCI is highly leveraged so higher interest rates will 

increase financial expense for bond issuance and vice versa. We expect 

Singapore’s interest rates to increase further with rising concern over 

mounting inflationary pressures.  

Subsidies start to subside 

The most significant regulatory risk for investors relates to the stability of 

subsidy regimes. For many years, governments subsidised RES projects to 

ensure their financial viability and attractiveness to private investors. 

However, growing financial burdens from these subsidies and technological 

advances that made renewable generation cheaper are compelling 

governments to abandon subsidy schemes. They are being replaced with 

other market-based competitive schemes where investors face greater risk 

exposure to wholesale electricity prices. In China, the government has 

phased out wind and solar PV subsidies and from 2021 new projects will be 

subject to long-term tariffs, which are fixed at provincial benchmark 

electricity prices set by the government. 

  



 

August 2, 2022 23 

 

Sembcorp Industries   

6. Appendix 

Fig 53: SCI’s renewable energy portfolio as of Jun’22 

 

Source: Company 
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Fig 54: SCI’s conventional energy assets as of Jun’22 

 

Source: Maybank IBG Research 
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FYE 31 Dec FY20A FY21A FY22E FY23E FY24E

Key Metrics

P/E (reported) (x) 11.2 12.5 10.3 9.9 9.3

Core P/E (x) nm 12.8 10.3 9.9 9.3

Core FD P/E (x) nm 12.9 10.3 10.0 9.3

P/BV (x) 0.9 0.9 1.3 1.2 1.1

P/NTA (x) 1.0 1.1 1.5 1.4 1.3

Net dividend yield (%) 2.3 2.5 1.7 1.7 2.0

FCF yield (%) nm 28.6 5.4 8.5 6.4

EV/EBITDA (x) 11.2 8.7 9.1 8.8 8.6

EV/EBIT (x) 22.4 14.6 13.7 13.3 12.9

INCOME STATEMENT (SGD m)

Revenue 5,447.0 7,795.0 8,200.5 8,465.1 8,716.9

EBITDA 887.0 1,127.0 1,286.9 1,327.9 1,376.7

Depreciation (444.0) (457.0) (438.0) (451.0) (464.0)

Amortisation 0.0 0.0 0.0 0.0 0.0

EBIT 443.0 670.0 848.9 876.9 912.7

Net interest income /(exp) (464.0) (397.0) (499.8) (532.5) (569.0)

Associates & JV 233.0 206.0 233.3 258.5 284.9

Exceptionals 0.0 0.0 0.0 0.0 0.0

Other pretax income (1.0) (56.0) 57.4 93.1 122.0

Pretax profit 211.0 423.0 623.4 677.6 730.0

Income tax (32.0) (123.0) (131.6) (144.9) (160.9)

Minorities 124.0 151.0 185.0 209.0 225.0

Discontinued operations (1,300.0) 0.0 0.0 0.0 0.0

Reported net profit 179.0 279.0 513.5 532.7 569.1

Core net profit (1,121.0) 279.0 513.5 532.7 569.1

BALANCE SHEET (SGD m)

Cash & Short Term Investments 1,047.0 1,372.0 1,516.1 1,658.4 1,716.2

Accounts receivable 1,571.0 1,986.0 2,022.0 2,087.3 2,149.4

Inventory 196.0 222.0 283.2 292.0 259.9

Reinsurance assets 0.0 0.0 0.0 0.0 0.0

Property, Plant & Equip (net) 7,204.0 7,094.0 7,004.0 6,942.0 6,898.0

Intangible assets 348.0 390.0 583.2 530.4 550.8

Investment in Associates & JVs 1,588.0 1,600.0 1,833.3 2,091.8 2,376.7

Other assets 1,608.0 1,731.0 1,916.1 1,882.3 1,912.3

Total assets 13,562.0 14,395.0 15,158.0 15,484.1 15,863.3

ST interest bearing debt 593.0 754.0 735.3 727.4 704.4

Accounts payable 1,300.0 1,829.0 1,957.9 1,921.4 1,874.0

Insurance contract liabilities 0.0 0.0 0.0 0.0 0.0

LT interest bearing debt 7,206.0 6,711.0 7,018.9 7,127.9 7,352.4

Other liabilities 987.0 1,183.0 1,197.0 1,131.0 1,064.0

Total Liabilities 10,086.0 10,477.0 10,908.8 10,908.0 10,995.2

Shareholders Equity 3,339.0 3,767.0 4,085.2 4,408.7 4,695.7

Minority Interest 137.0 151.0 164.0 169.3 174.3

Total shareholder equity 3,476.0 3,918.0 4,249.2 4,578.0 4,870.1

Total liabilities and equity 13,562.0 14,395.0 15,158.0 15,484.1 15,863.3

CASH FLOW (SGD m)

Pretax profit 211.0 423.0 623.4 677.6 730.0

Depreciation & amortisation 444.0 457.0 438.0 451.0 464.0

Adj net interest (income)/exp 464.0 397.0 499.8 532.5 569.0

Change in working capital 127.0 101.0 (51.4) (144.9) (110.1)

Cash taxes paid (32.0) (123.0) (131.6) (144.9) (160.9)

Other operating cash flow (3,850.0) 329.0 (604.6) (386.7) (616.0)

Cash flow from operations (2,567.0) 1,339.0 634.3 837.0 757.9

Capex (313.0) (317.0) (348.0) (389.0) (420.0)

Free cash flow (2,880.0) 1,022.0 286.3 448.0 337.9

Dividends paid (54.0) (107.0) (89.3) (89.3) (89.3)

Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0

Change in Debt (3,070.0) (334.0) 289.2 137.2 201.4

Other invest/financing cash flow 3,783.0 (256.0) (319.8) (353.8) (391.4)

Effect of exch rate changes 0.0 0.0 0.0 0.0 0.0

Net cash flow (2,221.0) 325.0 128.9 140.5 56.8
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FYE 31 Dec FY20A FY21A FY22E FY23E FY24E

Key Ratios

Growth ratios (%)

Revenue growth (19.1) 43.1 5.2 3.2 3.0

EBITDA growth (12.3) 27.1 14.2 3.2 3.7

EBIT growth (22.8) 51.2 26.7 3.3 4.1

Pretax growth (46.7) 100.5 47.4 8.7 7.7

Reported net profit growth (42.4) 55.9 84.1 3.7 6.8

Core net profit growth nm nm 84.1 3.7 6.8

Profitability ratios (%)

EBITDA margin 16.3 14.5 15.7 15.7 15.8

EBIT margin 8.1 8.6 10.4 10.4 10.5

Pretax profit margin 3.9 5.4 7.6 8.0 8.4

Payout ratio 39.9 32.0 17.4 16.8 18.8

DuPont analysis

Net profit margin (%) 3.3 3.6 6.3 6.3 6.5

Revenue/Assets (x) 0.4 0.5 0.5 0.5 0.5

Assets/Equity (x) 4.1 3.8 3.7 3.5 3.4

ROAE (%) 3.8 7.9 13.1 12.5 12.5

ROAA (%) (6.1) 2.0 3.5 3.5 3.6

Liquidity & Efficiency

Cash conversion cycle (24.6) 9.2 2.3 3.7 7.5

Days receivable outstanding 119.6 82.1 88.0 87.4 87.5

Days inventory outstanding 22.5 11.2 13.2 14.6 13.6

Days payables outstanding 166.7 84.2 98.9 98.3 93.6

Dividend cover (x) 2.5 3.1 5.8 6.0 5.3

Current ratio (x) 1.4 1.4 1.4 1.5 1.6

Leverage & Expense Analysis

Asset/Liability (x) 1.3 1.4 1.4 1.4 1.4

Net gearing (%) (incl perps) 194.2 155.5 146.8 135.4 130.2

Net gearing (%) (excl. perps) 194.2 155.5 146.8 135.4 130.2

Net interest cover (x) 1.0 1.7 1.7 1.6 1.6

Debt/EBITDA (x) 8.8 6.6 6.0 5.9 5.9

Capex/revenue (%) 5.7 4.1 4.2 4.6 4.8

Net debt/ (net cash) 6,752.0 6,093.0 6,238.1 6,196.9 6,340.5

Source: Company; Maybank IBG Research
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 
 

DISCLAIMERS 
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation 
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions 
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different 
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns 
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does 
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may  receive or read this report. Investors should therefore seek 
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies d iscussed or recommended in this report. 

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its 
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be 
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, 
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at 
any time, without prior notice. 

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”, 
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such 
forward looking statements are based on assumptions made and information currently available to us and are subject to certain  risks and uncertainties that could cause the actual results to 
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly 
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the 
occurrence of unanticipated events. 

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this repo rt, may, to the extent permitted by law, from time to time 
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or 
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities 
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this 
report to the extent permitted by law.  

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any 
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this 
respect. 

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of  or located in any locality, state, country or other jurisdiction where 
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law. 
The securities described herein may not be eligible for sale in all jurisdictions or to certain  categories of investors. Without prejudice to the foregoing, the reader is to note that additional 
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this repor t. 

Malaysia 
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations 
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis. 

Singapore 
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL”) in Singapore has no obligation to update 
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this 
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL 
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law. 

Thailand 
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public 
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect. 

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either 
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an 
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated 
English version. 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and 
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party.  It is not an evaluation of operation and is not based on inside 
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does 
not confirm nor certify the accuracy of such survey result. 

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute,  is made in order to comply with the 
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the  information 
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2), 
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment 
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that 
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.  

US 
This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended) 
only by Maybank Securities USA Inc (“MSUS”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibil ity for the 
distribution of this report by MSUS in the US shall be borne by MSUS. This report is not directed at you if Maybank IBG is prohibited or restricted by any legislation or regulation in any 
jurisdiction from making it available to you. You should satisfy yourself before reading it that MSUS is permitted to provide research material concerning investments to you under relevant 
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Maybank Securities 
USA Inc. 400 Park Avenue, 11th Floor, New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report. 
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Disclosure of Interest 
Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or 
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating 
to those companies. 

 
Singapore: As of 2 August 2022, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report. 

 
Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors 
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or 
underwriting commitments in the securities mentioned in this report. 

 
Hong Kong: As of 2 August 2022, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report. 

 
India: As of 2 August 2022, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does not 
hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research report.  

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the 
research report on any account what so ever except as otherwise disclosed in the research report.  

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of 
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned 
or a related investment and may receive compensation for the services provided from the companies covered in this report.  
 

OTHERS 

Analyst Certification of Independence 

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s 
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report. 

Reminder 

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to soph isticated investors who are capable of understanding and assuming 
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political fa ctors (including, but not limited to, spot and forward 
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured 
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase. 

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior  consent of Maybank IBG. 
 

 
 

Definition of Ratings 

Maybank IBG Research uses the following rating system 

BUY Return is expected to be above 10% in the next 12 months (including dividends) 

HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends) 

SELL Return is expected to be below 0% in the next 12 months (including dividends) 

Applicability of Ratings 

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable 
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do 
not actively follow developments in these companies. 

 

UK 
This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only. 
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for 
the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothin g in this 
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients sh ould consult with their own independent tax advisers. 
 

DISCLOSURES 

Legal Entities Disclosures 
Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of 
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by MRPL (Co. Reg No 198700034E) which is regulated 
by the Monetary Authority of Singapore. Indonesia: PT Maybank Sekuritas Indonesia (“PTMSI”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by 
the Financial Services Authority (Indonesia). Thailand: MST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry  of Finance and the 
Securities and Exchange Commission. Philippines:  Maybank Securities Inc (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and 
Exchange Commission. Vietnam: Maybank Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: MIB Securities (Hong 
Kong) Limited (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: MIB Securities India Private Limited (“MIBSI”) is a participant of the National Stock 
Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). MIBSI is also registered with SEBI as 
Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057) US: Maybank Securities USA Inc is a member of/and is authorized and regulated by 
the FINRA – Broker ID 27861. UK: Maybank Securities (London) Ltd (Reg No 2377538) is authorized and regulated by the Financial Conduct Authority. 
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