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 Announced positive profit guidance. A significant increase in earnings expected for 
1H19 results. 

 Removed overhang in convertible bonds priced at S$0.001, as conversions have ended. 
 Transitioned away from low margin commodity metal distribution to customized alloys 

with patented electroplating and mechanical technology. 
 
Company Background 
Nico Steel (Nico) was founded in 1991. It was listed on Catalist/Sesdaq in 2005 and 
transferred to the Mainboard in 2009. Nico provides customized metal material to the 
electronics industry. In 2000, it expanded outside Singapore to set up operations in China. 
In 2007, Nico began operations in Thailand. In the early years, Nico provided commodity 
materials such as aluminium, copper and stainless steel with little value add. Competition 
was on price, service and lead time. A major industry segment for Nico was hard disk drive 
materials.  

After several years of investments, Nico has transitioned from commodity metals to 
customized metal alloys for the electronics industry. Key technology is plating the metal 
and this is conducted in Nico factories. Nico’s significant customers are in the smartphone 
industry (trillion dollar market cap company), tablet PC (world largest software company by 
revenue) and drones (world largest drone manufacturer). Nico has factories located in 
Singapore, China and Thailand.  

Key Solutions/Products 
Over the past 3-4 years, Nico’s strategy has evolved into more customized and tailor-made 
materials with functionality. The three broad solutions Nico is focused on are: 
 
a) Heat plate: As processing power and battery intensity rise in smartphones, the heat 

levels in phones build up. Smartphones cannot use fans like in personal computers. 
Heat is damaging to the integrated circuits, raise the risk of battery implosion and 
surface heat can also be harmful to the skin. The solution is a heat plate that spreads 
the heat from the heat source (PCB/CPU) to the chassis of the phone. Some of the 
solutions in the past were stainless steel, copper and graphite. However, the multiple 
layers degraded the efficiency. Nico has an AL50 metal solution that is a combination 
of metals such as aluminium and magnesium that is coated with copper. 

b) Frequency shield: In a typical smartphone, there are multiple chipsets that emit and 
receive signals such as chipsets for WiFi, 4G, GPS, NFC and wireless charging. Such 
signals can cause electromagnetic interference (EMI) and degrade the sound or data 
transmission quality of the mobile phone. A metal enclosure is to avoid 
electromagnetic absorption and emittance.  

c) Weight reduction: Not only do the products need to possess heat dissipation and EMI 
shielding properties, it needs to be light. The weight of the electronic product is not 
only to save cost but also a selling feature. This will demand more sophistication in the 
plating process, for instance, copper plating will raise the thickness of the metal sheet. 
Challenge is to plate it thin enough that overall thickness of the metal is less than 
0.25mm. 

Outlook 
The outlook for Nico appears promising. The trend for improved weight, heat dissipation 
and radio frequency containment in mobile phones and other electronic products is 
accelerating. Smartphones, in particular, will enjoy a spike in demand as 5G phones are 
roll-out. The heat disseminated and antenna required in smartphones will only leapfrog. 
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Outlook 
 

The demand for Nico products and solutions look promising. Nico is enjoying some major 
tailwinds, in our opinion. The two notable trends are: 

 

Fast and wireless charging: As phones faster and wireless charging features, the demand 
for heat dispersion and EMI shield accelerates. As more power is pushed through the 
phone, this will heat up the battery quicker. Wireless charging adds another layer of 
complexity as it emits an electromagnetic field that can interfere with other components in 
the smartphones.  Even excluding these two trends, battery capacity continues to rise due 
to the improved processing power. Battery capacity in smartphone is now at the 2500-
3000 mAh and this will eventually rise to 9000 mAh (especially with 5G).  

[Wireless (or inductive) charging generally follows the Wireless Power Consortium which 
uses the Qi standard. Low power delivers up to 5 watts at 110-250kHz. In the charging pad, 
alternating current passes through a charging coil with creates a magnetic field and induces 
voltage at the receiving coil in the phone. The voltage is converted into direct current and 
charges the battery.] 

 

 

5G mobile phones: As phones enter the 5G era, the CPUs will be at least 2.5x faster. This 
will also imply 2x more heat being disseminated. The use of antennas in the smartphone 
could rise for 3 to 5 currently to even 20 or 30. The challenge is to avoid interference 
between each antenna.  

[5
th

 generation of mobile standards: 5GNR will dramatically increase the connectivity 
bandwidth of the phone from 4G’s 100Mbps to 10Gbps. Recall that 3G was only 384Kbps. 
5G will tap on previous unused high-frequency band of > 24GHz (or called millimetre wave) 
or mid-band wave of between 1 to 6 GHz. Millimetre waves is more prone to interference 
because harder to penetrate objects.] 

 

Worth noting that between the heat or EMI shield product, the larger opportunity is in the 
heat shield due to the larger surface area and higher metal content. The internal area 
within a phone will dedicate 10-15% to radio frequency (RF) function. Bulk of the available 
space inside a smartphone is for the battery. Therefore there is a much large heat shield 
inside the phone, that help dissipate battery heat and also EMI from wireless charging, 

 

 

 

Convertible Bond Overhang Removed 
As Nico embarked on new strategy of customized alloy solution, there was a need to raise 
funds for product development work. Nico entered into a 2% redeemable convertible bond 
facility of up to S$50mn. The minimum conversion price was S$0.001. Nico announced that 
the Convertible Bond Programme has terminated on 11 September 2018. The last tranche 
was 550mn shares converted at S$0.001 on 5 September 2018. 

 
Nico Product: 
 
 
Figure 1: Mobile Phones 

 
 
Figure 2: Tablet PC 
 

 
 
Figure3: Drones 
 

 
 

 
 

 Source: Nico, PSR 
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Financials

Income Statement Balance Sheet

Y/E Feb, USD mn FY16 FY17 FY18 Y/E Feb, USD mn FY16 FY17 FY18

Revenue 19.15 13.29 13.21 ASSETS

EBITDA (2.61) (1.73) 0.10 PPE 3.69 3.35 3.31

Depreciation & Amortisation (0.31) (0.25) (0.23) Others 0.06 0.12 0.20

EBIT (2.92) (1.98) (0.13) Total non-current assets 3.75 3.47 3.51

Net Finance Inc/(Exp) 0.00 0.00 0.00 Accounts receivables 6.01 4.26 5.59

Profit before tax (2.86) (1.88) 0.21 Cash 1.94 1.22 2.20

Taxation (0.04) (0.01) (0.14) Inventories 8.31 7.26 7.93

Net profit before NCI (2.90) (1.89) 0.07 Others 0.00 0.00 0.00

Non-controlling interest 0.00 0.00 0.00 Total current assets 16.26 12.74 15.72

Net profit, reported (2.90) (1.89) 0.07 Total Assets 20.01 16.21 19.23

LIABILITIES

Accounts payables 6.16 2.67 2.34

Short term loans 3.18 2.03 2.48

Others 0.03 0.00 0.00

Total current liabilities 9.37 4.70 4.82

Long term loans 0.00 0.00 0.00

Others 0.00 0.00 0.00

Total non-current liabilities 0.00 0.00 0.00

Per share data (USD) Total Liabilities 9.37 4.70 4.82

Y/E Feb FY16 FY17 FY18

EPS, reported n.m. n.m. n.m. EQUITY

DPU 0.0 0.0 0.0 Non-controlling interests (0.64) (0.64) (0.66)

BVPS 0.002 0.002 0.003 Shareholder Equity 10.65 11.51 14.39

Cash Flow Valuation Ratios

Y/E Feb, USD mn FY16 FY17 FY18 Y/E Feb FY16 FY17 FY18

CFO P/E (X) n.m. n.m. n.m.

Profit before tax (2.86) (1.88) 0.21 P/B (X) 3.2 3.0 2.4

Depreciation & Amortisation 0.31 0.25 0.23 EV/EBITDA (X) n.m. n.m. n.m.

WC changes 0.90 0.02 (0.21) Dividend Yield 0.0% 0.0% 0.0%

Net finance inc/(exp) (0.10) 0.03 0.02 Growth & Margins 

Tax paid (0.16) (0.02) (0.13) Growth

Others 1.67 0.70 (0.09) Revenue -31.3% -30.6% -0.6%

Cashflow from ops (0.14) (0.93) 0.01 EBITDA n.m. -33.7% n.m.

CFI EBIT 175.5% -32.2% -93.4%

CAPEX, net (0.05) (0.02) (0.05) Net profit, adj. 417.9% -34.8% n.m.

Others 0.06 0.00 0.04 Margins

Cashflow from investments 0.01 (0.02) (0.01) EBITDA margin -13.6% -13.0% 0.8%

CFF EBIT margin -15.2% -14.9% -1.0%

Share issuance, net 0.00 2.81 2.20 Net profit margin -15.1% -14.2% 0.5%

Loans, net of repayments 0.70 (1.62) (1.15) Key Ratios

Dividends 0.00 0.00 0.00 ROE -23.3% -17.1% 0.5%

Others (0.09) (0.97) (0.02) ROA -11.9% -10.4% 0.4%

Cashflow from financing 0.61 0.22 1.03

Net change in cash 0.48 (0.73) 1.03 Net Debt / (Cash) 1.24 0.81 0.28

CCE, end 1.78 1.21 2.25 Net Gearing (X) 12.4% 7.5% 2.0%

Source: Company, Phillip Securities Research (Singapore) Estimates  
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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 licence 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. 

 
 


