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Plotting efficient growth; Maintain BUY, raise TP to 
SGD7.10 

STE has set high single-digit top line and low-to-mid teen bottom line 

growth targets for the next five years. Defense, digital businesses and 

smart city projects will anchor growth. Efficiency improvement will lead 

to improved bottom lines. From 2026 onwards, STE will pay out a third of 

earnings growth as incremental dividends. Surplus cash will be reinvested 

or used to enhance balance sheet flexibility. We raise our DCF-based TP to 

SGD7.1 on higher operating cash flows and lower WACC. While valuation is 

steep at 23.4x PE, visibility of earnings/dividend growth and strong 

thematic of defence keeps us on BUY.  

High single-digit revenue growth 

STE has set a SGD17b revenue target for 2029 implying c.9% CAGR from 

2024. This excludes any M&As or disposals/cessations. Individual business 

segments of CA, DPS and USS are expected to grow at c. 6%, 9% and 12%, 

respectively. Digital business, spanning across DPS and USS, is expected to 

grow the fastest at 17% albeit from a low base. The growth drivers are 

broadly unchanged with focus on growing international market share and 

capturing synergies by cross-selling and implementing reusable/dual-use 

technology modules esp. for smart city projects. The above targets imply 

broad-based growth normalisation though M&As helped in prior years.   

Focus on productivity, capital efficiency  

Net profit is expected to grow by up to 5%pts. faster than revenue from 

2024 to 2029. Higher margin product and project mix, improvements in 

operating and working capital efficiency and lower interest and 

amortisation expenses will enable positive jaws. STE targets SGD200m of 

savings pa, or c. 2%pt of 2024 operating cost base, through such measures. 

STE will undertake portfolio optimisation and pursue asset light businesses 

such as its Aviation Fund platform to improve capital efficiency. New 

dividend policy emphasises reinvesting for growth and/or lower gearing.   

Maintain BUY 

We tweak our FY25/26/27 EPS estimates by +0.5%/-2.9%/-2.2% factoring 

in revenue and profit guidance and adjusting tax rates/MI. We raise our 

DCF-based TP to SGD7.1 on higher op. cash flows and lower WACC. Retain 

BUY on earnings visibility, steady execution and favourable thematic.     

 

 
 

 

 

 
 
 

 Share Price SGD 6.57

 12m Price Target SGD 7.10 (+8%)

 Previous Price Target SGD 5.70

BUY

Company Description

Statistics

52w high/low (SGD)

3m avg turnover (USDm)

Free float (%)

Issued shares (m)

Market capitalisation

Major shareholders:

49.8%

2.0%

1.7%

  Temasek Holdings Pte Ltd. (Investment Co

  Capital Research & Management Co. (Globa

  The Vanguard Group, Inc.

6.57/3.87

48.1

SGD20.5B

USD15.4B

3,122

24.8

STE is an engineering conglomerate with business in

commercial aerospace, urban solutions & SATCOM

and defence & public security.

Price Performance
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ST Engineering - (LHS, SGD) ST Engineering / Straits Times Index - (RHS, %)

-1M -3M -12M

Absolute (%) 29 43 68

Relative to index (%) 30 38 37

Source: FactSet

FYE Dec (SGD m) FY23A FY24A FY25E FY26E FY27E

Revenue 10,101 11,276 12,161 13,184 14,330

EBITDA 1,456 1,614 1,856 2,172 2,474

Core net profit 586 702 850 974 1,103

Core EPS (cts) 18.8 22.5 27.2 31.2 35.3

Core EPS growth (%) 9.6 19.7 21.0 14.6 13.2

Net DPS (cts) 16.0 17.0 18.0 19.3 20.7

Core P/E (x) 20.7 20.7 24.1 21.1 18.6

P/BV (x) 4.4 4.9 6.3 5.5 4.8

Net dividend yield (%) 4.1 3.6 2.7 2.9 3.2

ROAE (%) 24.1 27.4 30.2 30.8 30.3

ROAA (%) 4.0 4.6 5.1 5.4 6.0

EV/EBITDA (x) 12.5 12.5 13.5 11.5 10.3

Net gearing (%) (incl perps) 209.1 182.7 131.2 109.5 108.4

Consensus net profit - - 843 943 na

MIBG vs. Consensus (%) - - 0.8 3.3 na
  

Abbreviations explained 
CA – Commercial Aerospace 
DPS – Defence and Public Security 
USS – Urban Solutions and SATCOM 
DCF – Discounted cash flow 
WACC – Weighted average cost of capital 
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1. Investor Day Highlights 

Fig 1: New 5 year targets – 2024 to 2029 

SGDb. 
New targets 
2029, SGDb. 

CAGR (2024-
2029), % 

Comments (Targets exclude M&As and divestments) 

Revenue 17.0 9 

Group revenue to grow >2.5x global GDP growth rate to SGD17b; 
Excluding impact of Transcore (assuming revenue of SGD740m for 

FY2024), growth rates for 2024-2029 is same as achieved growth rate 
of 2020-2024 

  Commercial Aerospace (CA) 6.0 6 
CA revenue to grow by 2x aerospace industry growth rate to SGD6b; 

The 6% growth rate is lower than the estimated 7.4% growth for 
commercial aerospace revenue from 2019 to 2024 

  Defense & Public Security (DPS) 7.5 9 DPS revenue to >SGD7.5b, USD11b> addressable market over 5 yrs  

  Urban Solutions & SATCOM (USS) 3.5 12 USS revenue is derived from above guidance 

Net profit 1.1-1.4 9-14 
Group net profit to exceed group revenue CAGR by up to 5 

percentage points 

Net profit margin, % 6.4-8.0   

Dividend per share, SGDc.   

18c. per share for FY2025 (4c. Interim per quarter and 6c final 
subject to shareholder approval); FY2026 onwards - Barring 

unforeseen circumstances, as the company achieves progressively 
higher full-year net profit, it will pay out about ⅓ of its YoY increase 

in net profit as incremental dividends. The company will pay 
dividends on a quarterly basis. 

Payout ratio, %   
Incremental payout ratio of 33%. Reinvesting for growth. 

Accumulated free cash flow to be used for debt repayment or 
opprtunistic M&A in aerospace, smart city or defense verticals 

Annual capex, SGDm c.500   

Other revenue trends    

Smart City 4.5 11 
SmartCity to grow 3.5x global GDP to SGD4.5b, Grow double digit 

revenue CAGR in international markets 

Digital business 1.3 17 Revenue to grow >2x,  

DPS ex digital business 6.2 7  

SmartCity ex digital business 3.2 9  
 

Source: Maybank IBG Research 
 

 

 

Fig 2: Performance versus 2021 IR Day targets 

SGDb. 2020 2024 CAGR (20-24), % Comments (vs. 2021 IR Day targets) 

Revenue 7.2 11.3 12 
Achieved target of SGD11b (2x to 3x of global GDP growth 

rate), Transcore M&A in mid-2022, estimated 2021 revenue 
of USD545m, profit of USD108m and order book of USD1.2b 

  Commercial Aerospace 2.3 4.4 17 Achieved target of >SGD3.5b of revenue 

  Defense & Public Security 3.7 4.9 7 
Achieved target of digital revenue >SGD500m, Acquired 

D'Crypt in 2024 

  Urban Solutions & SATCOM 1.1 2.0 15  

EBIT 0.6 1.1 16  

Net profit 0.5 0.7 8  

Net profit margin, % 7.3 6.2   

Dividend per share, SGDc. 15 17   

Payout ratio, % 90 75   

Annual capex, SGDm 310 465   

Other revenue trends     

Smart City 1.5 2.7 16 

SmartCity target of doubling revenue to SGD3.5b by 2026 
from 2020 is work in progress, Transcore included from 

mid-2022. SmartCity revenue includes USS and digital 
business revenue 

Digital business 0.4 0.6 11 
Revenue more than tripled from 2020; Digital business 

spans across DPS and SmartCity categorization 

DPS ex digital business 3.3 4.3 7  

SmartCity ex digital business 1.1 2.1 18  
 

Source: Maybank IBG Research 
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Fig 3: Efficiency drivers 

Operating efficiency Comments 

Scale effects from larger revenue base Cumulative savings of SGD1b from 2025 to 2029; SGD200m annual savings 
equates to c.2%pts of FY2024 cost base (COGS + Operating expense). Key 

tools - Inventory/warehouse optimization, ERP, Offshore comptency 
center in Vietnam and Global procurement. Days inventory outstanding 

has grown from 61 days in 2019 to 67 days in 2024 

Higher margin product and project mix 

Procurement and productivity savings 

Reduced interest expense Debt repayment or New investment (capex or M&As) 

Reduced amortization of intangibles  

Capital efficiency Comments 

Net working capital improvement Discussed above 

Continued capital recycling through M&As and divestments 
16 divestments/cessations since 2016, 5 acquistiions since 2016 

(TransCore, EFW, MRAS, Newtec, Glowlink, D'Crypt) 

Asset light business of Aviation Fund Structure 
USD3.5b of AUM by 2029, Short investment cycle, Low initial capital 

outlay, Fund mgmt fees 
 

Source: Maybank IBG Research 
 

 

 

Fig 4: Historical and forecasted EBIT margins, % 

 
 

Source: Maybank IBG Research 
 

 

 
Fig 5: Baseline cash flow generation scenario suggests upside to dividend 
barring major M&A and/or low gearing 

SGDm. 2024 2025 2026 2027 2028 2029 

Annual growth 11.5%       

EBITDA 1543 1721 1919 2139 2385 2660 

Capex -465 -500 -500 -500 -500 -500 

Free Cash Flow  1221 1419 1639 1885 2160 

Interest Expense  -300 -300 -300 -300 -300 

Dividend  -561 -591 -624 -661 -703 

Change in cash  360 528 715 924 1157 

Cash outstanding 430 790 1318 2033 2957 4114 
       

Dividend  561 591 624 661 703 

Payout ratio, % 75 72 68 64 61 58 

Dividend cover, x  0.6 0.9 1.1 1.4 1.6 

DPS, SGDc. 17 18 18.96 20.04 21.23 22.57 

EPS, SGDc. 22.53 25.12 28.01 31.23 34.82 38.83 
 

Source: Maybank IBG Research The above scenario assumes EBITDA growth at mid-point of 9-14% of 
PATMI growth.   
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2. Estimate changes 

Fig 6: Estimate changes 

 NEW OLD % CHANGE 

SGDm FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E 

  - Commercial Aerospace 4,700 5,025 5,373 4,786 5,164 5,572 -1.8% -2.7% -3.6% 

  - Defence & Public Security 5,428 5,916 6,390 5,428 5,808 6,098 0.0% 1.9% 4.8% 

  - Urban Solutions & SATCOM 2,205 2,419 2,748 2,126 2,250 2,381 3.7% 7.5% 15.4% 

  - Others (172) (176) (181) (172) (176) (178) 0.0% 0.5% 1.4% 

Revenue 12,161 13,184 14,330 12,168 13,046 13,874 -0.1% 1.1% 3.3% 

Gross profit 2,331 2,666 2,918 2,339 2,565 2,698 -0.3% 3.9% 8.2% 

EBIT 1,195 1,314 1,472 1,179 1,297 1,427 1.3% 1.3% 3.2% 

Net Profit 850 974 1,103 846 1,003 1,127 0.5% -2.9% -2.2% 

Core EPS, cts 27.2 31.2 35.3 27.1 32.1 36.1 0.5% -2.9% -2.2% 

DPS, cts 18.0 19.3 20.7 16.0 18.0 30.8 12.5% 7.4% -32.8% 
 

Source: Maybank IBG Research 
 

 

We tweak our estimates in line with the revenue growth guidance for each 

sub-segment. As such, we lower revenue for commercial aerospace but 

raise for defence and public security as well as urban solutions and SATCOM 

business. Overall, FY26 and FY27 revenue estimates are up by 1.1% and 3.3% 

higher. Factoring in higher margin, we raise our EBIT estimate for the 

forecast years by 1.3% to 3.2%. However, PATMI is lower due to changes in 

tax rate and minority interests. We raise our dividend estimates for FY25 

and FY26 to be in line with management guidance.  

 

3. Valuation 

We value STE using a DCF model and applying a WACC of 7.3% versus earlier 

input of 8.4%. This is due to lower risk free rate. Key changes are forecast 

changes as well long-term changes to be in line with mgmt.’s 2029 guidance. 

All in, this results in a higher target price of SGD7.1. New dividend policy 

indicates visibility of future earnings stream and its growth. Given that 

incremental payout ratio is lower than existing one, the new dividend policy 

also puts more emphasis on balance sheet flexibility to create headroom 

for inorganic and organic growth, lowering gearing and/or raising payout to 

further strengthen the yield + growth stock positioning. We maintain our 

BUY on the back of visible earnings and dividend growth, steady execution 

and the strong thematic of rising defence spending.  

 

Overall, the investor day guidance suggests growth normalization and a 

focus on improving efficiency and earnings quality. We like the focus on 

productivity. EBIT margins are still shy of historical highs by c.80bps. 

Savings in procurement, offshore competency centers and improvement in 

working capital cycle should can help to bridge the gap. We think there is 

scope for capital recycling esp. as terrestrial and satellite communications 

seek interoperability. Inorganic opportunities may exist in aerospace 

business given MRO capacity has grown in pandemic years and new markets 

such as India grows. 

 

Valuation is steep on an historical context, but we think, the thematic of 

defence spending is creating room for rerating. Global aerospace and 

defence ETFs are trading at a mean 25x EV/EBITDA. Applying the same to 

2024 EBITDA of SGD1.3b for commercial aerospace and defence and public 

security segment results in an enterprise value of SGD32.9b and equity 

value of SGD25.1b after netting out segment liabilities net of group cash. 

This compares against current market cap of SGD19.9b and ascribes no 

value to urban solutions and SATCOM business and STE’s associates and JVs.  
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Fig 7: DCF valuation 

 

Source: Maybank IBG Research 
 

 

 

Fig 8: 1 year Forward PE chart 

 

Source: FactSet 

 

 

4. Risks 

Moderation of growth and margins in commercial aerospace, slower-than-

expected turnaround of urban solutions and SATCOM business, wage 

inflation, dilutive M&As and integration challenges. Any impairments in 

TransCore from lack of order wins in congestion pricing. 

 

  

FYE Dec (SGDm) 2022A 2023A 2024A 2025F 2026F 2027F 2028F 2029F 2030F

  -Commercial Aerospace 3053 3966 4440 4700 5025 5373 5691 6029 6387

  -Urban Solutions & SATCOM 1821 1981 2009 2205 2419 2748 3151 3614 4146

  -Defence & Public Security 4320 4289 4971 5428 5916 6390 6837 7315 7828

  -Others & Elimination (158) (134) (145) (172) (176) (181) (184) (188) (193)

Revenue 9035 10101 11276 12161 13184 14330 15495 16770 18168

Growth YoY, % 17 12 12 8 8 9 8 8 8

EBIT 735 915 1076 1195 1314 1472 1634 1814 1965

Operating margin, % 8 9 10 10 10 10 11 11 11

- Adj for taxes (54) (100) (133) (155) (177) (199) (219) (247) (270)

+ Depreciation 338 341 356 428 463 498 534 570 608

+ Amortisation 179 201 182 201 201 201 201 201 201

+ Working cap chgs (731) (101) (104) 704 (292) (244) (172) (177) (177)

- Capex (1056) (603) (613) (650) (634) (645) (656) (667) (679)

+ Investment income 40 56 68 64 66 67 69 71 73

FCFF (549) 709 832 1787 941 1150 1391 1564 1720

Year 0 0 1 2 3 4 5 6 7

WACC (%) 7.3% 7.3% 7.3% 7.3% 7.3% 7.3% 7.3% 7.3% 7.3%

Disc. factor (x) 1.00 1.00 0.93 0.87 0.81 0.75 0.70 0.65 0.61

Discounted FCF (549) 709 776 1551 761 866 977 1024 1049

DCF summary SGDm Key assumptions %

Terminal Value (TV) 32,317 Risk Free Rate (%) 2.5           

TV: Implied EV/EBITDA (x) 7.9 Risk Premium (%) 6.5           

Cost of Equity 8.0           

FCFF: 2025-2030 explicit forecast 6,229 Cost of debt (or YTM of bond) 3.7           

FCFF: TV 19,390 After-tax cost of debt 3.3           

Less: Net Debt (Cash) 5,391 Current Net Debt proportion 64.6         

FCFE 20,228 LT Net Debt proportion 15.0         

O/s shares 3,123 WACC 7.3          

FCFE per Share (SGD/share) 7.10 LT Growth Rate 2%
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Value Proposition 

▪ STE has a 50-year history as Singapore’s primary defence 

contractor. In recent decades it has successfully evolved its 

operations to tap the commercial marketplace and presently 

the split between commercial and defence derived revenues 

is roughly 55:45.  

▪ STE’s operating segments are aligned by the commercial 

aerospace, urban solution & satellite communication and 

defence & public security sectors.  

▪ The value proposition it offers customers is the ability to 

leverage a deep pool of engineering expertise across multiple 

sectors to deliver tailored solutions. 

▪ STE is also one of the largest and non-airline affiliated 

aviation MRO providers in the world. 

 

Singapore large-cap industrials - historical P/BV vs ROE 

 
Source: Company 
 

 Price Drivers 

Historical share price trend 

 

Source: Company, Maybank IBG Research 

 

1. Multiple stock rating upgrades from the street. 

2. Large contract win of SGD1b with options up to SGD2.6b 

for US marine subsidiary VT Halter Marine after a 

prolonged dry spell of material contract awards. 

3. Global pandemic strikes causing huge disruption to 

aviation industry. 

4. Singapore Technologies Engineering is marking its largest 

acquisition to date with the USD2.68b (SGD3.64b) all-

cash offer for a group of entities under Roper 

Technologies focused on transport management systems. 

5. Gradual rebound in MRO business, demand for PTF 

business and growth in Digital business within Defence 

and Public Security business 

Financial Metrics 

▪ Key factors driving our expectation of a blended margin 

recovery in FY23-FY25E: higher EBITDA margin from 

aerospace, growth of digital business and monetisation from 

inorganic growth. 

▪ Aside from improving margins, robust aerospace and defence 

order books with relatively stable smart city initiatives 

underpin our 15% core PATMI CAGR forecast. 

▪ We expect ROE to rebound from 24% in FY23 to 27% by FY26E. 

 

Expecting PATMI and margin improvements 

 
Source: Company 
 

 Swing Factors 

Upside 

▪ Higher-than-expected passenger to freighter work from 

airlines upgrading their passenger fleets with cargo 

growth supportive.  

▪ Better-than-expected margins if aircraft OEMs slow down 

their aftermarket expansion (as order books are full). 

▪ The recent Polar Vessel contract win aside, a broader 

recovery in marine orders from a demand rebound for 

oilfield services vessels and specialised ship repair. 

▪ Order book growth from US defence and infrastructure 

project wins, an area that STE has been pursuing but 

where large contracts have been few and far in-between. 

 

Downside 

▪ Ongoing rise in inflation could see a supply crunch in 

aircraft materials and equipment. 

▪ Structural threat from aircraft OEMs like Boeing and 

Airbus becoming more aggressive in expanding in the 

aftermarket-MRO space. 

▪ Major disruption in airborne cargo growth due to the 

aftermath of a US-China trade war could hurt aircraft 

PTF conversion demand.   

  krishna.guha@maybank.com  
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Risk Rating & Score¹ 30.9 

Score Momentum² -0.1 

Last Updated 19 Nov 2021 

Controversy Score³ 
(Updated: 07 Jun 2022) 2- Customer Incident 

   

Business Model & Industry Issues 

▪ Given the nature of the aviation engineering industry, which accounts for about 2% of direct CO2 global emissions, this number 

is expected to increase given the projected expansion of air travel. STE's greenhouse gas emissions reduction programme is 

strong. Furthermore, its carbon intensity trend is observed to have moderately declined over the past three years.  

▪ The aerospace & defence industry is exposed to bribery and corruption risks through its close business relationship with 

government officials and bodies, and the competition for a limited number of high-value contracts. STE has a policy of zero 

tolerance in fraud and corruption practices. There were no reported cases of bribery and corruption in 2022. 

▪ Being the largest government contractors, the group is entrusted with managing, storing and processing highly confidential 

information. Cyberattacks could result in data breaches and leaks of confidential documents, which can have serious 

consequences on national security matters, and impact companies’ costs and operations. The company has average 

preparedness measures to address data privacy and security issues and has been implicated in minor controversies related to 

the issue. 
   

Material E issues 

▪ In FY22, STE achieved a 30% absolute GHG emissions 

reduction as compared to FY21. This translated to a 37% 

reduction in GHG emissions intensity, which is on track to 

achieve the Group’s target of a 50% reduction by FY30E.  

▪ The Group designed eco-engine wash services – EcoPower 

which has significant environmental benefits. It washes 

more than 9,000 aircraft engines annually using innovative 

and environmentally-friendly processes. These result in fuel 

savings, which translate to an estimated emissions 

avoidance of 500,000 tonnes CO2e annually as well as the 

recovery and reuse of around 2m litres of water. 

▪ In FY22, STE’s Singapore operations recycled 75% of 5,900 

tonnes of waste generated. The recyclables included wood, 

metal, batteries and paper products. 

 
Key G metrics and issues 

▪ STE’s board comprises 13 directors and an alternate 

director. The current board composition has: 9 

independent & non-executive directors, 3 non-

independent & non-executive director and 1 executive 

director/ group president & CEO. There are 2 women 

directors and 11 men directors on the board. 

▪ The nomination, audit, investment and remuneration 

committees are chaired by independent and non-executive 

directors.  

▪ The board consists of members with established track 

record in various industries. The company has a majority 

standard for election of directors and the company has a 

resignation policy for directors failing to receive a majority 

of votes.  

▪ As of March 2022, STE principal shareholders, with stake 

sizes in percentage of ordinary shares were as follows: 

Temasek Holdings (49.8%), Capital Research & Management 

(3.3%) and BlackRock Fund Advisors (1.4%). 

▪ To date, STE 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. 

  

Material S issues 

▪ Total Group economic contribution of SGD8.7b, which 

includes: (i) bought in material and services; (ii) employee 

wages, salaries and benefits; and (iii) dividends and others. 

▪ As at end Dec 2021, 78% of the workforce is male while 22% 

is female with 14% turnover rate.  Among them, about 14% 

of female and 15% of male employees are managers. 

▪ In FY22, accident frequency (+37.5% YoY) and severity rate 

(-5% YoY) per million manhours has been on the uptrend. 

One of the key factors that contributed to the increase is 

human error in complying with safety procedures. Key 

mitigating measures have been imposed through cross 

sharing of best practices within the global operations. 

▪ Positioning employees for the future of work through 

workforce transformation programmes including upskilling 

and reskilling initiatives. Average training of 22.5 hours per 

employee. 

 

 

 
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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FYE 31 Dec FY23A FY24A FY25E FY26E FY27E

Key Metrics

P/E (reported) (x) 19.7 18.9 24.1 21.1 18.6

Core P/E (x) 20.7 20.7 24.1 21.1 18.6

P/BV (x) 4.4 4.9 6.3 5.5 4.8

P/NTA (x) (5.5) (8.7) (16.2) (35.8) (36.7)

Net dividend yield (%) 4.1 3.6 2.7 2.9 3.2

FCF yield (%) nm nm 0.8 nm nm

EV/EBITDA (x) 12.5 12.5 13.5 11.5 10.3

EV/EBIT (x) 19.9 18.8 21.0 18.9 17.3

INCOME STATEMENT (SGD m)

Revenue 10,101.0 11,275.7 12,160.7 13,183.7 14,330.0

EBITDA 1,456.1 1,614.3 1,856.4 2,172.0 2,474.0

Depreciation (340.9) (355.9) (427.9) (462.6) (498.0)

Amortisation (200.6) (181.9) (200.6) (200.6) (200.6)

EBIT 914.7 1,076.5 1,194.9 1,314.4 1,472.1

Net interest income /(exp) (210.4) (213.8) (234.6) (207.7) (214.3)

Associates & JV 58.1 71.0 66.5 68.2 69.8

Exceptionals 0.0 0.0 0.0 0.0 0.0

Other pretax income 16.5 (0.1) 4.8 2.7 1.6

Pretax profit 704.2 862.7 1,031.6 1,177.5 1,329.3

Income tax (99.8) (133.5) (154.7) (176.6) (199.4)

Minorities (18.0) (26.9) (26.9) (26.9) (26.9)

Perpetual securities 0.0 0.0 0.0 0.0 1.0

Discontinued operations 0.0 0.0 0.0 0.0 0.0

Reported net profit 586.5 702.3 849.9 973.9 1,102.9

Core net profit 586.5 702.3 849.9 973.9 1,102.9

Preferred Dividends 0.0 0.0 0.0 0.0 1.0

BALANCE SHEET (SGD m)

Cash & Short Term Investments 353.3 430.6 1,224.4 1,209.9 341.2

Accounts receivable 2,139.1 2,264.4 2,343.9 2,541.0 2,762.0

Inventory 4,137.4 4,628.7 5,092.9 5,521.4 6,001.4

Reinsurance assets 0.0 0.0 0.0 0.0 0.0

Property, Plant & Equip (net) 2,076.2 2,114.6 3,179.8 3,351.0 3,497.6

Intangible assets 4,958.2 4,989.8 4,789.2 4,588.6 4,388.0

Investment in Associates & JVs 567.4 621.5 623.8 626.2 628.6

Other assets 496.2 566.7 566.7 566.7 566.7

Total assets 14,727.8 15,616.1 17,820.7 18,404.7 18,185.5

ST interest bearing debt 2,563.7 2,945.1 2,650.6 2,385.5 2,147.0

Accounts payable 3,205.2 3,537.3 4,181.3 4,458.2 4,813.4

LT interest bearing debt 3,544.4 2,876.4 2,858.9 2,881.7 2,824.1

Other liabilities 3,313.0 3,548.0 4,607.0 4,663.0 4,573.0

Total Liabilities 12,626.6 12,906.7 14,298.1 14,388.5 14,357.1

Shareholders Equity 2,459.3 2,670.4 2,958.2 3,370.1 3,911.0

Minority Interest 293.0 280.5 307.4 334.4 361.3

Total shareholder equity 2,752.3 2,950.8 3,265.6 3,704.5 4,272.3

Total liabilities and equity 14,727.8 15,616.1 17,820.7 18,404.7 18,185.5

CASH FLOW (SGD m)

Pretax profit 704.2 862.7 1,031.6 1,177.5 1,329.3

Depreciation & amortisation 541.4 537.8 628.5 663.2 698.6

Adj net interest (income)/exp 210.4 213.8 234.6 207.7 214.3

Change in working capital (100.8) (103.9) 754.5 (191.8) (144.5)

Cash taxes paid (91.6) (125.3) (146.5) (168.4) (191.2)

Other operating cash flow (2.0) (2.5) (2.3) (2.4) (2.5)

Cash flow from operations 1,261.4 1,382.4 2,500.0 1,685.5 1,903.7

Capex (200.8) (613.1) (623.3) (633.8) (644.6)

Free cash flow 913.4 1,077.2 1,902.5 997.5 203.9

Dividends paid (499.6) (499.6) (562.1) (562.1) (562.1)

Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0

Change in Debt (426.4) (286.6) (312.0) (242.2) (296.2)

Other invest/financing cash flow (357.7) 94.2 (208.8) (262.0) (1,269.5)

Effect of exch rate changes 0.0 0.0 0.0 0.0 0.0

Net cash flow (223.1) 77.3 793.8 (14.5) (868.7)
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FYE 31 Dec FY23A FY24A FY25E FY26E FY27E

Key Ratios

Growth ratios (%)

Revenue growth 11.8 11.6 7.8 8.4 8.7

EBITDA growth 16.3 10.9 15.0 17.0 13.9

EBIT growth 24.4 17.7 11.0 10.0 12.0

Pretax growth 17.9 22.5 19.6 14.1 12.9

Reported net profit growth 9.6 19.7 21.0 14.6 13.2

Core net profit growth 9.6 19.7 21.0 14.6 13.2

Profitability ratios (%)

EBITDA margin 14.4 14.3 15.3 16.5 17.3

EBIT margin 9.1 9.5 9.8 10.0 10.3

Pretax profit margin 7.0 7.7 8.5 8.9 9.3

Payout ratio 85.2 75.6 66.1 61.9 58.6

DuPont analysis

Net profit margin (%) 5.8 6.2 7.0 7.4 7.7

Revenue/Assets (x) 0.7 0.7 0.7 0.7 0.8

Assets/Equity (x) 6.0 5.8 6.0 5.5 4.6

ROAE (%) 24.1 27.4 30.2 30.8 30.3

ROAA (%) 4.0 4.6 5.1 5.4 6.0

Liquidity & Efficiency

Cash conversion cycle 107.5 108.1 102.7 98.5 100.1

Days receivable outstanding 69.2 70.3 68.2 66.7 66.6

Days inventory outstanding 164.5 163.7 167.3 170.9 171.3

Days payables outstanding 126.1 125.9 132.9 139.1 137.8

Dividend cover (x) 1.2 1.3 1.5 1.6 1.7

Current ratio (x) 0.9 0.9 0.9 1.0 0.9

Leverage & Expense Analysis

Asset/Liability (x) 1.2 1.2 1.2 1.3 1.3

Net gearing (%) (incl perps) 209.1 182.7 131.2 109.5 108.4

Net gearing (%) (excl. perps) 209.1 182.7 131.2 109.5 108.4

Net interest cover (x) 4.3 5.0 5.1 6.3 6.9

Debt/EBITDA (x) 4.2 3.6 3.0 2.4 2.0

Capex/revenue (%) 2.0 5.4 5.1 4.8 4.5

Net debt/ (net cash) 5,754.8 5,390.9 4,285.1 4,057.4 4,629.8

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 discussed 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 2001), 
MRPL shall be legally liable for the contents of this report. 

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. 

If you are an authorised recipient, you hereby tacitly acknowledge that the research reports from MST 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 d isclosed to the 
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a th ird 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. Tha ipat 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 Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the 
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush 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 Wedbush 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: Wedbush Securities 
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 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 20 Mar 2025, 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 20 Mar 2025, 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 20 Mar 2025, 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 sophisticated investors who are capable of understanding and assuming 
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Historical recommendations and target price: ST Engineering (STE SP)  

 
 
 

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. 
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ST Engineering

21 Mar                        
Buy : SGD4.5                  

30 May                        
Buy : SGD4.8                  

15 Aug                        
Buy : SGD4.5                  

12 Oct                        
Buy : SGD4.2                  

28 Nov                        
Buy : SGD4.3                  

27 Feb                        
Buy : SGD4.1                  

11 Aug                        
Buy : SGD4.2                  

14 May                        
Buy : SGD4.3                  

26 Jun                        
Buy : SGD4.6                  

15 Aug                        
Buy : SGD4.8                  

19 Nov                        
Hold : SGD4.7                 

28 Feb                        
Buy : SGD5.7                  

19 Mar                        
Buy : SGD7.1                  
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