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- . . o . .
Revenue disappointed by S$3.4mn or 7A: The company swung into a V\{lder than expected NEUTRAL (Downgraded)
net loss of $S$12mn cqmpared to our estimated loss of SS7mn. Operating expenses and a CLOSING PRICE SGD 0.190
S$5mn write-off was higher than expected. FORECAST DIV SGD 0.000
= The corrosion prevention and solar segment posted healthy growth YoY helping alleviate  TARGET PRICE SGD 0.194
weakness in engineering and construction. TOTAL RETURN 2.1%
=  We revised FY19e revenue downwards by 9% and a net loss of $$183k. We have changed
. T . . . COMPANY DATA
our valuation method to 0.7x P/B in line with peer valuations. Downgrade to NEUTRAL with
a lower target price of $$0.194 (prev.S$0.24). OIS SHARES (MN): 685
MARKET CAP (USD mn/SGD mn): 96/ 130
Results at a glance 52- WK HI/LO (SGD): 0.25/0.18
USS$000 FY18 FY17 YoY(%) Comments 3M Average Daily T/O (mn): 0.24
Revenue by Segment:
Improving sentiments around oil prices helped spurincreased orders MAJOR SHAREHOLDERS (%)
for the marine & offshore sector the demand mainly comes fromnew  kiat Teng Choon 28.3%
1. Corrosion prevention 14,761 9,976 48.0% vessel build Ng Han Kok 7.4%
4Q18 was a bad quater for E&C as there were lower contribution from Alexander Stone R 6.0%
both structural steel and modular. (50% decline QoQ) SSF is still facing
margin compression and will remain weak. Revenue from the PRICE PERFORMANCE (%)
progressive delivery of PBU for the Lendlease Paya lebar is tapering IMTH 3MTH 1YR
off. New modular projects like the Cosa hotel has not begin
) . ) N COMPANY (15)  (02) (50)
2. Engineering & Constructiol 24,247 25,773 -5.9% contribution
; ) . o STIRETURN 13 38  (43)
3. Solar Energy 6,811 1,049 549.3% Increase is due to the delivery of delayed projects in Singapore
4. Others 760 927  -18.0% PRICEVS. STI
Total Revenue 46,606 37,725 23.5% Revenue missed our expectations by $$3.4mn or 7% 0.28 A
Increase mainly due to higher rental and service income from E&C 0.26 -
segment and wages credit scheme & PIC cash payout from CP segment 024 |
Otherincome 3,837 2,096 83.1% and write back of profit warranty -
Inclusive of Impairment charges of S$5.3mn for FY18 and S$9.6mn for 022 1
Total OPEX 21,942 -25,825 -15.0% FY17 020 4
Losses were mainly due to frontloading of expenses for future 0.18 T T T
Loss after tax -11,918 -18,227 -34.6% modular projects Mar-18 Jun-18 Sep-18 Dec-18
*Includes Structural steel and modular SHS SPEQUITY FSSTlIndex
Source: Company, PSR Source: Bloomberg, PSR
KEY FINANCIALS
The Positives Y/E Dec, SGDmn FY17 FY18 FY19e FY20e
+ Recovery of the corrosion prevention segment. The corrosion prevention segment improved  Revenue 38 47 77 00
S$4.8mn or 48% YoY. The recovery is mainly driven by increased orders from a Singapore marine  Gross Profit 4 4 2 29
& offshore conglomerate. Higher oil prices have spurred activities in new vessel building. We  EBIT (209 (#3) 03 3.1
expect similar revenue contributions from the corrosion prevention segment in FY19e. Net Profit @) ®  © 2
ROE (x) 90% -64% -0.% 12%
ROA (x) 72% 5% 0%  09%

The Negatives

- Frontloading of operational expense. Total operating expense increased 3% YoY excluding the
impairment charges. Higher expenses were incurred for the design and development of future
modular projects that are in the pipeline. Wages for engineers, architects and workers that are
involved in the design & architecture layout, planning and building of showroom modules are
part of the costs that are being frontloaded. Revenue for such expenses should be recognised in
the following financial year. Note that these expenses should start to normalise in the medium
term as the modular business start to operate at steady state. Cost per module could decrease
with size and scale.

Source: Company, PSR
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Outlook
We think the legacy business of the group will remain stable. We remain cautious on the
developments of the Bangladesh solar project. The growth story of the modular and solar

segment has been delayed for at least a year. We think that FY20e will be the year where both
growth engines will be able to turnaround group earnings.

Valuation

We have changed our valuation method to 0.7x P/B to reflect the fair value of SHS this in line
with peer valuations. Our target price is lowered to $$0.194 (prev. S$0.24).

Company 1Mth 3 Mth YTD Share Px MarketCap PE P/BV Dividend ROE EV/

EBITDA EV
Perf. Perf. Perf. Local (S$m) FY18 FY18 Yield FY18 EBITDA Margin (55 m)

Contstruction
TA Corp Ltd -9.3% 2.1% 2.1% 0.22 111 M. 0.63 4.7% -8.0% N.M. -5.5% 428
Prefab
Soil Build Construction -11.0% -3.8% -3.8% 0.10 67 M. 0.81 5.0% -3.2% N.M. -2.6% 92
Structural Steel
TTJ Holdings -12.9% -1.6% -1.6% 0.30 105 11.8 0.75 2.3% 6.7% 3.5 12.6% 40

-11.0%  -0.7%  -0.7% 284 4,35 0.72 3.9% -1.4% 1.3 1.9% 205
SHS Holdings 2.3% 0.0% 0.0% 0.19 130.17 M. 0.70 0.0% -6.1% -12.5 -20.8% 121
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Financials

Income Statement

PPhiIIipCapita|

Balance Sheet

Y/E Dec, SGD '000 FY17 FY18 FY19e FY20e
Revenue 37,725 46,606 77,000 99,500
Gross Profit 4,232 3,827 22,330 28,855
EBITDA (16,475) (9,168) 7,735 8,776
Depreciation & Amortisation 3,577 5,061 7,434 5,713
EBIT (20,086) (14,316) 301 3,062
Net Finance Inc/(Exp) (246) (576) (500) (627)
Profit before tax (20,213) (14,993) (199) 2,435
Taxation 12 58 2 (49)
Net profit before NCI (20,052) (14,834) (196) 2,387
Non-controlling interest (1,825) 2,916 13 (203)
Net profit, reported (18,227) (11,918) (183) 2,184
Per share data (SGD Cents)

Y/E Dec FY17 FY18 FY19e FY20e
EPS, reported (2.7) (1.7) (0.0) 03
DPS 0.2 - - 0.1
BVPS 30.1 27.0 27.0 27.3
Cash Flow

Y/E Dec, SGD '000 FY17 FY18 FY19e FY20e
CFO

Profit before tax (20,064) (14,892) (199) 2,436
Adjustments 12,781 10,612 7,434 5,713
WC changes (11,543) (6,394) (8,854) (6,002)
Cash generated from ops (18,826) (10,674) (1,619) 2,146
Tax paid 178 (209) 2 (49)
Others 19,625 10,475 1,619 (2,146)
Cashflow from ops (17,849) (11,082) (1,616) 2,098
CFl

CAPEX, net (26,552)  (5,299)  (5,982)  (4,562)
Others 7,691 (1,046) - -
Cashflow from investments (18,861) (6,345) (5,982) (4,562)
ﬁ

Shareissuance, net 1 - - -
Loans, net of repayments 12,968 1,181 1,089 -
Dividends (1,713) (1,370) - (437)
Interest paid (2,387) 219 (500) (627)
Others 6,162 (1,874) - -
Cashflow from financing 15,031 (1,844) 589 (1,064)
Net changein cash (21,679) (19,271) (7,009) (3,528)
Effects of exchange rates (6) 54 - -
CCE, end 49,107 29,890 22,881 19,353

Source: Company, Phillip Securities Research (Singapore) Estimates

Y/E Dec, SGD '000 FY17 FY18 FY19e FY20e
ASSETS

PPE 75,408 91,506 90,054 88,903

Others 109,478 93,200 93,200 93,199

Total non-current assets 145,345 143,813 142,361 141,210

Accounts receivables 11,445 10,676 24,719 30,601

Cash 49,107 29,890 22,881 19,353

Inventories 8,151 7,849 12,063 17,866

Total current assets 108,244 89,308 100,556 108,713

Total Assets 253,589 233,121 242,917 249,923

LIABILITIES

Accounts payables 11,928 8,883 18,286 23,969

Short term loans 13,050 4,945 6,034 6,034

Tax payable 811 608 608 608

Total current liabilities 39,829 31,155 41,147 46,203

Long term loans 3,776 13,062 13,062 13,062

Deferred tax liabilites 3,598 3,533 3,533 3,533

Total non-current liabilities 7,502 16,644 16,644 16,644

Total Liabilities 47,331 47,799 57,791 62,847

EQUITY

Non-controlling interests 2,938 (829) (842) (639)
Shareholder Equity 203,320 186,151 185,968 187,715

Valuation Ratios

Y/E Dec FY17 FY18 FY19e FY20e
P/E (X) N.M N.M N.M 59.6

P/B (X) 0.7 0.7 0.7 0.7

EV/EBITDA (X) (7.4) (12.8) 16.2 14.7

Dividend Yield 0.9% 0.0% 0.0% 0.3%
Growth & Margins

Growth

Revenue - 23.5% 65.2% 29.2%
EBITDA - N.M. -184.4% 13.4%
EBIT - N.M.  -102.1% 915.8%
Net profit, adj. - N.M. -98.5% N.M
Margins

Gross margin 11.2% 8.2% 29.0% 29.0%
EBITDA margin -43.7% -19.7% 10.0% 8.8%
EBIT margin -53.2% -30.7% 0.4% 3.1%
Net profit margin -48.3% -25.6% -0.2% 2.2%
Key Ratios

ROE (%) -9.0% -6.4% -0.1% 1.2%
ROA (%) -7.2% -5.1% -0.1% 0.9%
Net Debt / (Cash) (32,281) (11,883)  (3,785) (257)
Net Gearing (X) Net Cash  NetCash NetCash NetCash

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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Ratings Histol

Market Price
0.31 4 Target Price

Source: Bloomberg, PSR
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PSR Rating System

We do not base our recommendations entirelyon the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express
or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in
this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or
to supply any corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

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

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

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

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the
foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between
US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return
of the investment.

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

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

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

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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