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Renewing portfolio and a spark in India 
 
SINGAPORE | CONGLOMERATE | UPDATE 

 Singapore runs an integrated utilities facility with stable earning despite general 
weakness from the power segment. 

 An additional source of income from the sale of renewable credit to Facebook 

 Utilities’ China benefited from seasonality in 1H18. 

 Utilities’ India is turning around due to improvement in the power market. 
 
Singapore 
Utilities’ Singapore integrated facilities offer stability away from weak power market. The 
landscape of Singapore power market remains competitive due to excess supply (reserve 
margin ~90%). Uniform Singapore Energy Price (USEP) has bottomed out since 2Q16. But 
any recovery is aligned with the recovery of sulphur fuel oil (HSFO) price which is pegged to 
crude oil prices, see Figure 1. Our barometer for spark spreads suggest (FX adjusted ratio of 
USEP/Oil price), intense competition is still squeezing margins, as shown in Figure 2. The 
current margin is still below the 5-year average level. Singapore integrated operations can 
deliver more stable operational performance because gas, steam and on-site logistics 
segment will help offset sluggishness from the power sector. As the main utility provider in 
Jurong Island, SCI can offer four integrated energy sources to customers, namely power, 
gas, industrial wastewater treatment and gas. For instance, the group has the flexibility to 
sell excess gas or utilise power from the spot market when rates are low. In addition, SCI 
could also monetise the pipelines (steam, water, and gas) by renting our parts of the 
transmission capacity.     
 
Figure 1: Improving USEP driven by rising oil prices 

 
Source: Bloomberg, EMA, PSR 
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Figure 2: FX adjusted ratios (USEP/Oil price) remain low  

 
Source: Bloomberg, EMA, PSR 

 
Additional source of income* from the sale of green certificates to Facebook. Following 
the recent announcement that Facebook will establish a 170,000 square meter data center 
in Singapore with US$1.4bn investment, SCI announced a 20-year deal of renewable energy 
credit to Facebook.  The capacity of supply totals at 50MWp. As of now, there are more 
than 100MW of capacity under operation and development. The supply will be in the form 
of renewable energy credit which is at the discrepancy of Facebook. At the moment, the 
majority of the solar power generated is supplied to the grid. Moving forward, the group 
aims to secure a long-term contract that is similar to the deal.    
 
China 
Utilities’ China benefited from seasonality in 1H18. The Chongqing Songzao plant is the 
primary revenue and profit contributor for power segment in China. Due to the abnormal 
weather conditions over the past three quarters, the demand for power was strong, 
translating into longer servicing hours. There is also some seasonality because thermal 
enjoys higher loads when hydro is not running. The plant is subject to annual power 
purchase agreement (PPA) which is renewed by the local government. Generally, the PPA 
will guarantee profits over long terms but also cap the margin. Hence, the volume of 
demand is the key driver. It is expected that the ongoing power demand and will grow at a 
stable pace.   
 
India 
Utilities’ India is turning around due to improvement in power market. In India, thermal 
plants with long-term PPAs not only guarantee a stable tariff which is higher than the spot 
rate but also gains access to domestic coal supply whose prices are lower and more stable 
than imported ones. As shown in Figure 3, the spot tariff in the S1 area where both SCI 
thermal plants are located fluctuate violently compared to the steadily growing domestic 
coal prices. Hence, long-term PPAs provide more visibility for plants in profitability. On the 
other hand, plants under short-term PPAs suffer from thin or even negative spark spread 
over the past two years, see Figure 4, since the rally of imported coal price outpaced 
improvement of spot tariff.  
 
The market situation has reversed recently. Highlighted in the red circle on both charts, the 
gaps are narrowing. The trending spot rate will incentivise power purchasers to lock in the 
price by signing long-term PPAs with thermal plants. In retrospect, TPCIL,  the first thermal 
plant with 1,320MW capacity, has been operating under long-term PPA over the years. 
SGPL, the second thermal plant with the same capacity, recently secured 250MW under 
long-term PPAs. SGIL, wind and solar power provider, secured 90% of 927MW under long-
term PPAs and is developing the 800MW capacity that is expected to be completed by 
2019. As per Figure 4, 3Q18 should see some weakness in revenue at SGPL as power prices 
trend lower. More encouraging has been the recent sharp in power prices due to decline in 
hydro and renewables output. 

 

 

 

 

 

 

 

 

 

 

 

*Based on the latest greenhouse gas 

(GHG) emissions intensity shown in the 

FY17 annual report, we can derive 14,500 

tonnes of CO2 equivalent emissions for the 

50MW capacity, assuming daily three 

working hours and 50% of total volume of 

power generated supplied to Facebook. 

According to the adjusted average 

China/India carbon emission allowance of 

$10/tonne, we estimate the annual 

revenue of the deal to be c.S$145k. 
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Figure 3: Narrowing gap between spot tariff and domestic thermal coal price  

 
*Both spot tariff and non-coking coal are based on 2012 level (base = 100) 

Source: IEX, CEIC, PSR 

 

Figure 4: Narrowing gap between spot tariff and imported coal price 

 
*Newcastle port 6,000 GAR FOB is the benchmark for imported coal to India 

Source: IEX, Bloomberg, PSR 

 
United Kingdom (UK) 
Fast ramping power plants, the future next to renewables. UK Power Reserve is the 
largest flexible energy player in the UK. It can supplement the decline in renewable energy 
especially during winter months with its gas fuelled rapid response (2 to 5 minutes) small-
scale power plants. As renewables make up a larger part of the electricity supply, such 
types of power plants will become more relevant in the energy mix, especially if cost-
effective batteries are available. 
 
 
Valuation table 
Segments/Holdings Multiples BVPS (SG$) PPS (SG$) Holdings Market Value (SG$mn)

Utilities PB of 1.2x 1.8 2.1 3,765

Others PB of 1.0x 0.7 0.7 1,236

Marine PB of 1.6x 1.1 1.8 61% 2,263

Market cap (SG$mn)

Gallant Venture Market value 704.6 12% 79

Total 7,343

PPS 4.1
TP (after conglomerate discount of 10%) 3.70  
Source: PSR 
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Financials

Income Statement Balance Sheet

Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e

Turnover 9,545       7,907       8,346       11,127     12,013     ASSETS

Gross revenue 732           1,105        946           1,035        1,355        PP&E 8,685      11,226    11,158    11,197   11,309     

EBITDA 1,030       1,238       1,203       1,251       1,531       Associates and JVs 2,349      1,746      1,765      1,942      2,097        

Depreciation & Amortisation 405           454           571           584           613           Receivables and prepayments 451          734          1,184      1,951      2,648        

EBIT 625          784          631          667          918          Others 823          960          1,018      1,172      1,172        

Net Finance (Expense)/Inc (205)          (372)          (483)          (419)          (464)          Total non-current assets 12,308   14,666   15,125   16,262   17,228     

Associates & JVs 6               125           164           189           217           Cash 1,606      1,883      2,687      2,716      2,662        

Profit Before Tax 426          537          312          437          670          Trade receivables 1,568      1,958      2,045      2,249      2,429        

Taxation 28             (100)          (67)            (113)          (206)          Inventories and WIP 4,233      3,466      3,733      2,516      3,106        

Profit After Tax 454          437          245          324          464          Others 201          317          163          175         182           

Non-controlling interests (94)            42             14             8               15             Total current assets 7,608      7,624      8,627      7,656     8,379       

PATMI 549          395          231          316          449          Total Assets 19,915   22,290   23,753   23,918   25,606     

LIABILITIES

Per share data Borrowings 5,032      7,096      8,275      8,441      8,611        

Y/E Dec, SG Cents FY15 FY16 FY17 FY18e FY19e Others 894          1,016      888          916         933           

EPS, basic 29.2          19.9          10.5          17.7          25.1          Total non-current liabilities 5,926      8,112      9,163      9,357     9,543       

EPS, diluted 28.9          19.7          10.4          17.6          25.0          Trade payables 3,388      3,398      3,362      3,193      3,353        

DPS, basic 11.0          8.0            5.0            5.0            5.0            Borrowings 1,801      2,126      1,572      1,886      2,011        

DPS, diluted 10.9          7.9            5.0            5.0            5.0            Others 758          492          1,482      895         790           

BVPS, basic (SGD) 3.2            3.3            3.3            3.5            4.2            Total current liabilities 5,946      6,016      6,416      5,974     6,154       

BVPS, diluted (SGD) 3.1            3.3            3.3            3.5            4.1            Total Liabilities 11,872   14,128   15,579   15,331   15,698     

Shareholder Equity 5,630      5,898      5,940      6,296     7,439       

Perpetual securities 803          803          1,003      1,003      1,003        

Cash Flow Non-controlling interests 1,610      1,461      1,231      1,288      1,467        

Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e

CFO Valuation Ratios

Profit for the period 454           437           245           324           464           Y/E Dec FY15 FY16 FY17 FY18e FY19e

Adjustments 896           888           982           923           1,085        P/E (x) 10.5 14.3 28.8 15.3 10.7

WC changes (1,961)      (367)          (506)          (219)          (610)          P/B (x) 1.0 0.9 0.9 0.8 0.6

Cash generated from ops (611)          958           720           1,028        939           EV/EBITDA (x) 12.4 11.9 12.7 9.9 8.3

Others (150)          (86)            (70)            (113)          (206)          Dividend yield (%) 3.6 2.8 1.7 1.9 1.9

Cashflow from ops (761)         872          650          915          733          Growth & Margins (%)

Growth

CFI Revenue -12% -17% 6% 33% 8%

CAPEX, net (1,325)      (740)          (459)          (986)          (668)          Gross profit -48% 51% -14% 9% 31%

Others 126           (60)            367           210           223           EBIT -45% 25% -19% 6% 38%

Cashflow from investments (1,199)     (801)         (92)           (776)         (445)         Net income -31% -28% -42% 37% 42%

Margins

CFF GP margin 8% 14% 11% 9% 11%

Loans, net of repayments 2,050        1,107        779           479           296           EBIT margin 7% 10% 8% 6% 8%

Dividends (415)          (225)          (162)          (93)            (116)          NP margin 6% 5% 3% 3% 4%

Others 254           (669)          (341)          (500)          (537)          Key Ratios

Cashflow from financing 1,890       214          276          (115)         (357)         ROE (%) 10% 7% 4% 5% 6%

Net change in cash (70)           285          834          25             (69)           ROA (%) 3% 2% 1% 1% 2%

Effects of exchange rate 15             (35)            (8)              10             15             Net Debt or (Net Cash) 5,226      7,339      7,161      7,610      7,960        

Ending cash 1,604       1,855       2,681       2,716       2,662       Gearing (%) 65% 90% 88% 89% 80%

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.  
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutra l 3

-5% to -20% Reduce 4

< -20% Sel l 5

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price catalysts , and speculative undertones  

surrounding the s tock, before making our fina l  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 
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