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Leading logistics player in Singapore with global presence in commodity logistics and marketing
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13% EPS CAGR over FY13-15F, driven by logistics and commodity marketing segments







Undervalued at just 7.2x FY14 PE and 1x FY14 P/BV vis-a-vis peers and historical trading bands







Initiate with a BUY and SOTP-based TP of S$1.82, which translates to c. 10x FY14 PE



Price Relative S$



Relative Index 218



1.9



Growing player in Logistics and Commodity Marketing. Logistics services, which include freight logistics, warehouse & contract logistics and commodity logistics, accounts for over 60% of CWT’s core earnings while commodity marketing accounts for c. 20%. The rest is contributed by Engineering Services (15%) and Financial Services. Core profit grew from S$22m in 2008 to S$95m in 2013, a CAGR of 34%.
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Forecasts and Valuation FY Dec (S$ m)



Turnover EBITDA Pre-tax Profit Net Profit Net Pft (Pre Ex.) EPS (S cts) EPS Pre Ex. (S cts) EPS Gth (%) EPS Gth Pre Ex (%) Diluted EPS (S cts) Net DPS (S cts) BV Per Share (S cts) PE (X) PE Pre Ex. (X) P/Cash Flow (X) EV/EBITDA (X) Net Div Yield (%) P/Book Value (X) Net Debt/Equity (X) ROAE (%) Consensus EPS (S cts): Other Broker Recs:



2012A



2013A



2014F



2015F



5,397 121 118 108 108 18.0 18.0 86 86 18.0 3.0 97.1 7.2 7.2 nm 10.5 2.3 1.3 0.7 20.4



9,097 122 116 106 106 17.7 17.7 (2) (2) 17.7 3.5 109.9 7.4 7.4 nm 15.0 2.7 1.2 1.5 17.1



11,206 142 120 108 108 18.0 18.0 2 2 18.0 4.0 125.2 7.2 7.2 nm 15.4 3.1 1.0 1.8 15.3



12,307 167 136 122 122 20.3 20.3 13 13 20.3 4.5 141.0 6.4 6.4 nm 13.5 3.5 0.9 1.6 15.3



B: 3



17.3 S: 1



19.7 H: 0



ICB Industry : Industrials ICB Sector: Industrial Transportation Principal Business: CWT Limited provides integrated logistics solutions for worldwide customers in the commodities, chemical and petrochemical, marine, oil & gas, defence and industrial sectors.



Source of all data: Company, DBS Bank, Bloomberg Finance L.P



www.dbsvickers.com ed: JS / sa: JC



Twins engines to drive firm core earnings growth. The addition of 2m sqf of warehouse space in Singapore in 2014 should drive the logistics segment’s growth while the move into new energy products such as naphtha should expand the commodity marketing’s segment contribution to the Group. Core profit is projected to grow from S$95m in FY13 to S$108m in FY14F and S$122m in FY15F. Trading at deep discount to peers and at -1 SD in terms of PE and P/BV; BUY. The stock is trading at just 7.2x FY14F PE, which is a substantial discount to its listed, albeit larger, logistics (17.4x PE) and commodity trading (13x PE) peers. Our S$1.82 TP is based on a 20% discount to the total value of its various businesses of c.S$2.27 per share. Key Risk. The perceived higher risk of carrying more working capital and self-liquidating facilities from the commodity marketing business could affect investors’ perception of the Group’s balance sheet strength and risk profile. At A Glance Issued Capital (m shrs) Mkt. Cap (S$m/US$m) Major Shareholders C & P Holdings (%) Kai Meng Loi (%) Pok Yen Loi (%) Free Float (%) Avg. Daily Vol.(‘000)



600 780 / 613 31.9 17.0 5.4 45.7 384



Company Focus CWT Limited



Company Background A pioneer in Singapore’s logistics sector. Founded in 1970 and listed on the Singapore Exchange in 1993, CWT Limited is today a leading logistics player in Singapore with a global presence in over 50 countries.



Furthermore, the Group owns 5m square feet of warehouse space globally and employs more than 6,000 people.



CWT Corporate Structure



Source: Company Website



Over 40 years heritage in Integrated Logistics. Beginning with simple warehousing and trucking services in the 1970s, CWT now provides logistics solutions globally including freight forwarding, less than container load (LCL) consolidation, LME (London Metal Exchange) warehousing, collateral management as well as logistics for the cold chain and petrochemical markets. Venturing into commodity marketing. CWT acquired MRI Trading AG in 2011, thereby broadening its revenue and earning base while extending its niche in the commodities sector. MRI specialises in the trading of non-ferrous ores, concentrates, refined and precious metals and their related by products, while also providing end-to-end supply chain management for energy products such as diesel, gasoline and naphtha.
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Engineering and financial services further complement the Group’s core business. The Group’s engineering division, Indeco Engineers, provides a range of maintenance and services for facilities, vehicles and equipment fleet, as well as ‘Design and Build’ solutions for logistics facilities. In this division, CWT is also engaged in the property management of Cache Logistics Trust. Under financial services, CWT’s 98% owned Straits Financial Group provides brokerage, risk management and trade facilitation services for physical commodities and commodity derivatives. CWT also owns a 40% stake in ARA-CWT Trust Management (Cache) Ltd.



Company Focus CWT Limited



Revenue has grown quickly over the years… The acquisition of MRI Trading, a commodity marketing business, boosted the Group’s revenue from S$750m in 2010 to over S$9bn in 2013, with the commodity marketing business (SCM) making up nearly 90% of overall Group revenue.



Revenue Trend (FYE Dec S$m)



... as has profitability. Core earnings have also grown steadily, driven by both continued growth in its logistics and engineering services, as well as the recently acquired commodities marketing business – from under S$30m in 2010 to c. S$95m in 2013.



Profitability Trend (FYE Dec S$m)
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Source: Company, DBS Bank



Geographically diversified revenue. The Group’s revenue stream is well diversified geographically, with substantial contribution from China (SCM business) and Singapore (logistics and engineering services).



Revenue by Geography (2013: S$9,097m) Belgium 1% Serbia Malaysia 1% 1% Japan 2% India 4%



Other countries 5%



Korea 8%



Singapore 25%



Non-current Assets by Geography (2013: S$686m) Mongolia 3% China 5%



China 41%



Taiwan 12%



Non-current assets are also fairly well diversified geographically. Besides Singapore (56% of total non-current assets in 2013), CWT also has significant a presence in Europe, namely Switzerland, The Netherlands and Belgium (together accounting for 25% of total non-current assets), China and Mongolia (8% of total non-current assets) and other countries.



Other countries 11%



Belgium 4% The Netherlands 10%



Singapore 56%



Switzerland 11%



Source: Company, DBS Bank
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Company Focus CWT Limited



Logistics Services Bread and butter business has grown steadily... Revenue from CWT’s logistics business has grown from just over S$500m in 2008 to c. S$800m in 2013. At the end of 2013, CWT owned nearly 5.3m sqft of warehouses globally, with another 4.9m sqft securitized to REITs.



Revenue Trend (FYE Dec S$m)



Pre-tax Earnings Trend
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... and still comprises the bulk of Group earnings. In addition to the extra-ordinary gains made by the segment in a) disposal of fixed assets to REITS and b) disposal of REIT units held, the segment’s underlying pre-tax earnings have grown from just S$24m in 2008 to S$66m in 2013, and accounts for over 60% of the Group’s core net earnings, by our estimates.
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Source: Company, DBS Bank



Warehousing and Contract Logistics. The Group’s original and core business, this segment provides a wide range of logistics services to a wide range of industries including Food & Beverage, Petrochemicals and Chemicals and Defence Services. Please see Appendix A for a complete summary of service offerings. Commodity Logistics. CWT Commodities is an approved and licensed London Metal Exchange (LME) and London International Financial Futures and Options Exchange (LIFFE) warehouse operator, and specialises in the storage and handling of hard and soft commodities. This segment manages cargoes in about 30 countries globally. Freight Logistics. CWT Globelink provides freight consolidation and cargo transhipment services to and from most major ports around the world. This segment also provides Less Than Container Load (LCL) consolidation services with an extensive network of offices and service agents covering around 200 direct ports and 1,500 inland destinations.



Owned Warehouses Cacaoweg, Amsterdam (Netherlands) Mozambique PKFZ (Malaysia) Jebel Ali FZA Districentre 3 (UAE) CWT Logistics Hub 3 (Singapore) Tianjin (China) Antwerp (Belgium) Accraweg, Amsterdam (Netherlands) Liverpool (UK) Ghana CWT Logistics Hub 1 (Singapore) Pioneer Logistics Hub 3 Pioneer Logistics Hub 2 Pioneer Logistics Hub 1 Jebel Ali FZA Districentre 2 (UAE) Jebel Ali North (UAE) Jebel Ali South (UAE) Jebel Ali FZA Districentre 1 (UAE) 47A Jalan Buroh 47 Jalan Buroh Total Source: Company
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'000 sqft 472 108 110 135 835 86 495 597 110 160 375 74 53 65 202 76 156 138 739 357 5,343



Company Focus CWT Limited



Commodity Marketing (SCM) Broadening into commodity marketing (SCM). In July 2011, the Group acquired MRI Trading AG, which was then an established Swiss-based commodities marketer actively involved in non-ferrous metal concentrates and bulk minerals. Since the acquisition, this segment’s revenue has grown rapidly, as it also moved into supply chain management for energy products such as diesel, gasoline and naptha. Revenue contribution from this segment has grown from S$1.8bn in 2011 to S$8.1bn in 2013



SCM Revenue Trend (FYE Dec S$m)
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Good profit contribution to the Group. Since the acquisition of MRI Trading, the SCM segment has made good contributions to the Group’s earnings. The SCM segment enjoyed strong margins in 2012 and contributed over S$31m in pre-tax earnings whilst contributing c. S$21m in a quieter year in 2013. Notwithstanding the weaker earnings in 2013, we estimate that the SCM business contributed c. 19% of the Group’s core earnings in 2013.



SCM Pre-tax Earnings Trend (FYE Dec S$m)
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Source: Company, DBS Bank



Engineering Services & Financial Services Engineering and maintenance services provide steady revenue and earnings stream. CWT’s engineering arm, Indeco Engineers, provides a comprehensive range of maintenance and management services for facilities, vehicles and equipment fleet, as well as ‘Design & Build’ solutions for logistics properties. This segment contributed S$130m in revenue to the Group in 2013, and S$18.5m pretax earnings. We estimate this segment accounted for c. 15% of the Group’s core net earnings in 2013. Financial services a new venture. Formed in 2011, CWT’s brokering division Straits Financial Group provides a range of brokerage, risk management and trade facilitation services for physical commodities and commodity derivatives. Financial services contributed S$65m in revenue and S$3.7m in PBT in 2013, and less than 5% of core net profit.



Sale and leaseback of logistics properties helps fund and accelerate growth. CWT has a track record of selling and leasing back its properties to REITs, including sponsoring the IPO of Cache Logistics in 2010, which has allowed the Group to quickly recycle its capital to fund further warehouse projects. Since 2008, the Group has booked c. S$240m in gains from sale of non-current assets, which has helped to strengthen its balance sheet significantly. Related to this, CWT owns 60% of Cache Property Management, 40% of ARA-CWT Trust Management, and an estimated 7.7% in listed Cache Logistics Trust.
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Company Focus CWT Limited



Management Extensive and experienced management team. CWT has a large and deeply experienced team of managers running its business. This team is led by CEO Mr Loi Pok Yen, assisted by CFO Mrs Lynda Goh, who also decides on the overall Group strategy. Key Management Team Loi Pok Yen



Group CEO; Joined the Board in 2004







Lynda Goh



Deputy Group CEO & Group CFO;



  



With the company for more than 20 years Certified Publics Accountant and Fellow of Chartered Certified Accountant (UK) Assists the Group CEO in the corporate development and strategic expansion, corporate finance and general management of the CWT group of companies



Adam Slater



Deputy Group CEO and CEO, Commodity Logistics



 



Tan Choon Wei



CEO, Freight Logistics; With the company since 1988



   



More than 15 years of experience in the commodities logistics industry Bachelor of Art in East Asian Studies from Mc Gill University and studied Chinese language at Fudan University Oversees the development and expansion of Supply Chain Management business Led the company’s regional development in the past 20 years Appointed as Executive Chairman of CWT Globelink Group since Jan 2002 Oversees the freight consolidation business of the CWT Group



Alan Kuek



CEO, Commodity Supply Chain Management CEO, Financial Services;



  



Appointed to this position in May 2013 Heading MRI Trading Group and Capsolon Pte Ltd Worked in origination and structured financing in banks and commodity traders since 1997



 



Appointed in April 2011 Over 27 years of experience in the futures industry



Martin Versteeg



CEO, CWT Europe



 



With more than 38 years of experience in the soft commodities logistics industry Responsible for the development and expansion of the Group’s logistics business in Europe and Africa



Foo Say Chuang



Managing Director, Warehousing & Business Development CEO, Container, Steel and Transport Logistics



  



Has more than 29 years of logistics experience Responsible for the development and expansion of the Group’s logistics business in Singapore Holds a Bachelor of Business Transport from the Royal Melbourne Institute of Technology



  



More than 27 years of engineering and logistics experience Responsible for the Group’s Container, Steel and Transport Logistics business Master’s degree in Business Analysis (with distinction) from the University of Lancaster, UK.



Leaw Tiew San



CEO, Contract Logistics (SEA)



 



More than 13 years of experience in the logistics business Heading Chemical Logistics, Cold Chain Logistics, Bonded Logistics, Industrial & Consumer Logistics and also Conventional Transportation in Southeast Asia



BG (NS) Ishak Ismail



CEO, Defense Services; Appointed CEO in April 2012 Deputy CEO, Freight Logistics



 



Provides integrated logistics, procurement and supply, and engineering solutions for the defense, homeland security and rescue industries Has close to 30 years of management and military experience



  



Oversees the freight logistics group operation Role is to formulate and implement key business strategies to realize group synergies With close to 30 years of experience in the freight industry



Managing Director, Infrastructure Development



  



Has 16 years of experience in the construction and property management sector Responsible for the development and expansion of CWT’s logistics infrastructure facilities Holds a Bachelor of Business Administration degree



Jeremy Ang



Kay Kong Swan



Daniel Tok Ong Yan Wah Oliver



Source: Company
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Graduated from National University Singapore with a (Honors) degree in Bachelor of Business Administration Extensive experience in strategic and logistics business management



Company Focus CWT Limited



Industry and Outlook Singapore: A global logistics hub. Despite its small geographic size, Singapore is an important global hub for logistics, and was ranked in 2012 by the World Bank as the No. 1 Logistics Hub among 155 countries globally. Singapore Container Throughput (m TEUs) 35.0 27.9
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20 of the world’s top 25 global logistics players have a presence in Singapore, according to Singapore’s Economic Development Board, and many of these names have a regional or even global HQ function located in the country. These include DHL, Kuhne + Nagel, Toll Group, UPS and Yusen Logistics.
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Source: MPA Singapore



The world’s busiest transhipment hub. Singapore is the world’s busiest transhipment hub, handling an estimated 1/7 of the world’s transhipment volumes. The Port of Singapore handled 32.6m TEUs in 2013, representing 4% CAGR from 2006, having recovered from a 13.5% decline in 2009. Complemented by robust air cargo hub. Singapore’s position as a logistics hub is further boosted by Changi Airport being one of Asia’s largest cargo airports, which handled nearly 1.9m tonnes of air cargo in 2013. Air Cargo handled at Changi Airport (m tonnes) 1.9



1. 87



1.85



1. 81



1. 85 1. 81



1.8 1.75 1.7 1.65



1. 63



1.6 1.55 1.5 2009



Demand



Supply



Vacancy Rate (%)



Source: URA, DBS Bank



2010



Source: Changi Airport Group



2011



2012



2013



CWT - a leading warehouse owner in Singapore. On its home turf, CWT matches up well with its global peers, owning some 2.5m sqf of warehouse space compared with 81m sqf in the entire country. More importantly, of the 15.1m sqf of new warehouse space expected to come on over the next 2 years, CWT will accounted for 2m sqf of it in 2014, which should further entrench its position locally. Selected warehouses completed / under development Warehouse development location Completed Gul Way Benoi Road Banyan Drive Tampines Logistics Park Tampines Logistics Park Under construction Tanjong Kling Road Benoi Sector Big Box Fishery Port Road Jurong West Street 22 Toh Guan Road East Tampines Logistics Park Under planning Jalan Lam Huat Jurong West Ave 2



Developer



Space (msq ft)



AIMSAMP NTUC Fairprice LTH Logistics Singapore Ceva Logistics Kerry Logistics



1.16 1.01 0.69 0.45 0.37



SH Cogent Logistics Mapletree Logistics Trust TT International CWT Limited Tech-Link Storage Engr CWT Logistics (S) Schenker Singapore



1.63 1.00 0.98 0.73 0.73 0.60 0.60



Kranji Devt Supply Chain City



1.20 1.40



Source: URA, DBS Bank
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Company Focus CWT Limited



World Zinc Demand



World Copper Demand
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CWT’s commodities marketing business specializes in nonferrous metal types, such as copper, lead and zinc. Copper is mainly used in electric wires (60%), construction (20%) and machinery (15%), whereas lead is mainly used in industrial applications such as batteries and cable production and zinc for galvanizing and producing alloys.
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Source: International Lead and Zinc Study Group (ILZSG)



Although growth of the overall market is not exciting, the addressable market is huge and there is room for the commodity marketing business to grow its share of these products.



Source: International Copper Study Group (ICSG)



Global demand for lead showed a CAGR of 2.6% from 2010 to 2013 to rise to 10.6m tons in 2013. According to ILZSG forecast in Oct 2013, 4.6% growth in demand is expected in 2014.
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Source: International Lead and Zinc Study Group (ILZSG)
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Company Focus CWT Limited



CWT’s energy product portfolio. Naphtha, gasoline, and diesel are the major products. Naphtha is predominately used as a major ingredient of high octane gasoline whereas gasoline and diesel are used as fuel.



World diesel demand posted 1.7% CAGR from 2010 to 2012. From 2012 to 2015, demand for diesel is expected achieve the highest growth at 1.9% CAGR, from 25.8m bpd to 27.3m bpd.



World Demand for Naphtha, Gasoline and Diesel Long term growth projections for Naphtha, Gasoline and Diesel
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According to OPEC World Oil Outlook, CAGR for world naphtha demand was 1.7% from 2010 to 2012. From 2012 to 2015, demand is expected to rise from 5.9m bpd to 6.2m bpd at a CAGR of 1.7%. From 2010 to 2012, world demand for gasoline showed a high CAGR of 3%. However, CAGR is expected to be much lower at 0.9% from 2012 to 2015, with demand expected to rise from 22.7m bpd to 23.3m bpd over the period.
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Company Focus CWT Limited



Growth Strategies



Key Risks



Further entrenching itself in Singapore as the leading warehouse operator. CWT should another three logistics facilities completing in Singapore in 2014, with a combined area of nearly 2m sqft. These are 1) CWT Pandan Logistics Centre (640k sqft), 2) CWT Cold Hub 2 (725k sqft), and 3) CWT Jurong East Logistics Centre (600k sqft). This will increase the total warehouse space owned by CWT from 5.3m sqft at the end of 2013 to 7.3m sqft by the end of 2014, which should help drive the growth of its core logistics business over 2014 and 2015.



Freight logistics business exposed to global economic conditions and freight rate fluctuations. The Group’s freight logistics is somewhat exposed to volatility in global freight rates and its margins could be affected if it is unable to completely pass on any higher costs. At the same time, a global economic slowdown could also affect business volumes in the same segment.



Potential monetisation of logistics facilities over the next 18 months. With the last sale and leaseback occurring in 2012, and with substantial capital tied up in the three new logistics mentioned above to be completed in 2014, we believe the Group is likely to monetize some of its assets through a sales and leaseback to a REIT (likely Cache Logistics Trust, of which CWT is the sponsor) within the next 18 months. This would provide a boost to both its P&L in terms of extraordinary gains, as well as balance sheet, which could fund further warehouse projects. Commodity marketing: moving into naphtha. The Group’s commodity marketing business started moving into naphtha in 4Q13, which should help further drive the segment’s revenue growth in 2014 and 2015. As such, it will primarily focus on marketing for base metals, as well as naphtha and distillates. Commodity marketing: focusing on yields to improve margins. Revenue from commodity marketing grew by over 80% in 2013 to over S$8.1bn but saw core operating margins dropped (on our estimates) from 86 basis points to 49 basis points. Looking ahead, we believe management will focus more on ‘quality revenue’ that have better spreads, and we should see margins stabilise or improve.
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Commodity logistics business affected by commodity demand volatility. CWT’s commodity logistics business is exposed to global demand volatility and trade flows of the products it handles. The less active the market, the more its business in this segment is affected. Commodity marketing requires substantial working capital funding needs. The Group’s commodity marketing business requires substantial working capital to operate and even though their purchases and sales are back-to-backed, and financing facilities are self-liquidating, it still has to carry the numbers on its books. As a result, the Group’s net debt to equity position has gone from net cash in 2010 to nearly 1.7x in 2013. The perceived higher risk of carrying more working capital and self-liquidating facilities could affect investors’ perception of the balance sheet strength and risk of the Group. Significant capital needs for building new warehouses. The Group’s plans to complete 3 logistics facilities in 2014, and plans for more would require significant funding needs. CWT would have to rely on bank borrowings to fund the bulk of these projects, though these be fairly easy to obtain, and is also mitigated by its ability to monetise such assets.



Company Focus CWT Limited



Segmental Forecasts Addition of 2m sqf of warehouse space in Singapore should drive steady revenue growth in 2014 and 2015 for the logistics business. We see the completion of three new logistics facilities in Singapore with a total warehouse space of 2m sqf as the key driver for the logistics’ segment’s growth in 2014 and 2015 as the Group’s owned warehouse portfolio will rise by a substantial 40% to 7.3m sqf. It should also help lift margins for this business, as warehousing and logistics is the most lucrative sub-segment within the logistics business.



Further revenue expansion for SCM with move into energy commodities. The Group’s commodity marketing business started moving into naphtha in 4Q13, which should help further drive the segment’s revenue growth in 2014 and 2015. We see margins stabilising in 2014 and improving slightly in 2015 as management focuses on sales with better yield spreads. Earnings growth driven by both Logistics and Commodity Marketing segments. We project the Group’s core operating profit to grow by 16.4% in FY14 to S$149.4m and by 15.3% in FY15 to S$172.3m, mainly driven by firm growth at both the Logistics and Commodity Marketing segments. Financial Services is also projected to improve its contribution as it scales up.



Segmental Forecasts FYE Mar S$m



2010



2011



2012



2013



2014F



2015F



Segmental Revenue Logistics Services SCM Engineering Services Financial Services Total



663.0 0.0 84.2 0.0 747.2



701.2 1,784.8 90.8 2.9 2,579.7



808.0 4,410.4 156.6 22.1 5,397.0



799.1 8,102.3 130.4 65.3 9,097.1



863.0 10,127.9 137.0 78.3 11,206.2



932.1 11,140.7 143.8 90.0 12,306.6



Revenue Growth Logistics Services SCM Engineering Services Financial Services Total



21.3% n.m. 8.8% n.m. 19.8%



5.8% n.m. 7.9% n.m. 245.3%



15.2% 147.1% 72.4% 663.3% 109.2%



-1.1% 83.7% -16.7% 195.9% 68.6%



8.0% 25.0% 5.0% 20.0% 23.2%



8.0% 10.0% 5.0% 15.0% 9.8%



41.2 0.0 3.4 (0.4) 44.1



49.0 10.7 6.7 (5.5) 61.0



62.1 37.8 18.9 (5.8) 112.9



66.9 40.0 18.0 3.4 128.4



75.1 50.6 18.9 4.7 149.4



83.9 61.3 19.9 7.2 172.3



6.21% 0.00% 4.08% n.m.



6.99% 0.60% 7.40% n.m.



7.68% 0.86% 12.05% n.m.



8.37% 0.49% 13.83% 5.28%



8.70% 0.50% 13.83% 6.00%



9.00% 0.55% 13.83% 8.00%



Core Operating Profit Logistics Services SCM Engineering Services Financial Services Total Core EBIT Margins Logistics Services SCM Engineering Services Financial Services Source: Company, DBS Bank
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Company Focus CWT Limited



Financials – Income Statement Core earnings improving steadily. Excluding gains from sale of fixed assets, available-for-sale (financial) assets and exceptional items, we project the Group’s core earnings to grow from S$95m in 2013, to S$108m in 2014 and S$122m in 2015, representing a CAGR of over 13%.



No sale and leaseback gains assumed. While CWT has booked over S$240m in gains from the sale and leaseback of its logistics properties since 2008, we have not assumed any going forward, which represents earnings upside risk for the Group.



Income Statement (S$ m) FYE Dec S$m



2010



2011



2012



2013



2014F



2015F



747.2 (648.0) 99.2 4.3 147.6 (66.7) (2.1) 182.3 7.4 (5.1) 2.3 4.8 0.0 189.4 (7.0) 182.4 (3.4) 179.0



2,579.7 (2,421.8) 157.9 12.1 0.0 (105.3) (9.6) 55.2 17.9 (16.2) 1.7 8.2 0.0 65.1 (5.6) 59.5 (2.3) 57.1



5,397.0 (5,143.5) 253.6 6.2 23.0 (153.5) (11.4) 117.8 22.2 (28.5) (6.4) 7.0 0.0 118.5 (9.4) 109.0 (1.1) 107.9



9,097.1 (8,805.0) 292.0 8.0 0.0 (167.9) (13.9) 118.3 31.7 (44.7) (13.1) 10.5 0.0 115.7 (7.6) 108.1 (2.1) 106.0



11,206.2 (10,879.0) 327.1 3.0 0.0 (180.4) (15.3) 134.4 22.0 (47.9) (25.9) 11.5 0.0 120.0 (9.8) 110.3 (2.5) 107.8



12,306.6 (11,946.8) 359.8 3.0 0.0 (189.5) (16.9) 156.5 17.8 (51.0) (33.2) 12.7 0.0 136.0 (11.1) 124.9 (2.8) 122.1



Gain on disposal of available-for-sale assets Core-PATNCI



1.6 29.8



2.1 55.0



0.1 84.8



11.1 94.9



0.0 107.8



0.0 122.1



Growth Rates (%) Sales COGS Admin Expenses Operating Profit Pretax Pft Net Profit Core Profit



19.8 20.6 18.7 392.9 346.1 427.2 (12.2)



245.3 273.8 57.9 (69.8) (65.6) (68.1) 84.8



109.2 112.4 45.8 113.7 82.0 88.9 54.2



68.6 71.2 9.4 0.4 (2.3) (1.8) 11.9



23.2 23.6 7.5% 13.6 3.7 1.7 13.6



9.8 9.8 5.0% 16.5 13.3 13.3 13.3



Margins (%) Gross Margin Admin % of sales EBITDA Margin Operating Profit Margin Pre-tax Margin Core Net Margin



13.28 8.9 23.86 24.4 25.3 4.0



6.12 4.1 2.24 2.1 2.5 2.1



4.70 2.8 2.25 2.2 2.2 1.6



3.21 1.8 1.34 1.3 1.3 1.0



2.92 1.6 1.27 1.2 1.1 1.0



2.92 1.5 1.36 1.3 1.1 1.0



Sales Cost of sales Gross profit Other income Gain from sale of non-current assets Administrative expenses Other operating expenses Operating profit Finance income Finance costs Net finance income (expense) Associate and JVs Exceptional items Pretax profit Income tax Net profit Non-controlling Interest PATNCI



Source: Company, DBS Bank
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Company Focus CWT Limited



Financials – Balance sheet Jump in fixed assets since 2012 due to construction of new logistics properties. With three new logistics facilities totalling 2m sqf in Singapore to be completed in 2014, we project the Group’s net fixed assets to jump substantially from just over S$300m in 2012 to over S$600m by the end of 2014F. A significant portion of this is likely to be funded by long-term loans.



purchases and sales are back-to-back, and financing facilities are self-liquidating, it still has to carry the numbers on its books. As a result, the Group’s net debt to equity position has gone from net cash in 2010 to nearly 1.7x in 2013.



Shareholders’ Equity to continue climbing steadily. Driven by both steady core earnings growth as well as textraordinary gains from the sale and leaseback of logistics facilities, CWT’s shareholders’ funds have grown from S$428m in 2010 to The bulk of working capital is tied to the SCM business, and is self-liquidating. The huge increase in working capital since 2010 S$660m in 2013, a CAGR of 15%. We project this to further rise to S$847m by 2015, given the strong profit growth and is tied to CWT’s acquisition of the commodity marketing relatively low payout ratio (22%). business in 2011. The Group’s commodity marketing business requires substantial working capital to operate and even though Balance Sheet (S$ m) FY Dec



2010A



2011A



2012A



2013A



2014F



2015F



Net Fixed Assets Invts in Associates & JVs Other LT Assets Cash & ST Invts Inventory Debtors Other Current Assets Total Assets



217 36 149 203 3 146 0 754



308 49 244 212 170 536 84 1,604



314 51 259 209 338 1,020 23 2,215



495 58 218 268 825 2,152 45 4,061



626 64 218 219 894 2,610 45 4,676



608 70 217 207 982 2,866 45 4,995



ST Debt



16 138 42 3 107 428 21 754



311 443 62 81 197 476 33 1,604



580 705 69 86 159 583 33 2,215



1,116 1,832 139 177 109 660 28 4,061



1,216 2,086 139 377 76 752 30 4,676



1,216 2,291 107 427 74 847 33 4,995



(31) 184 68.9 73.5 1.1 1.0 1.8 1.8 CASH CASH (1,998.9)



286 (180) 48.3 43.7 13.0 2.2 1.2 0.9 0.4 0.4 15.0



608 (457) 52.6 40.7 18.0 2.8 1.2 0.9 0.7 0.8 (1.4)



1,050 (1,025) 63.6 52.5 24.1 2.9 1.1 0.8 1.5 1.6 14.0



1,323 (1,374) 77.5 65.7 28.8 2.6 1.1 0.8 1.8 1.8 9.6



1,495 (1,436) 81.2 66.9 28.7 2.5 1.1 0.9 1.6 1.7 0.8



Creditor Other Current Liab LT Debt Other LT Liabilities Shareholder’s Equity Minority Interests Total Cap. & Liab. Non-Cash Wkg. Capital Net Cash/(Debt) Debtors Turn (avg days) Creditors Turn (avg days) Inventory Turn (avg days) Asset Turnover (x) Current Ratio (x) Quick Ratio (x) Net Debt/Equity (X) Net Debt/Equity ex MI (X) Capex to Debt (%) Source: Company, DBS Bank
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Company Focus CWT Limited



Financials – Cash Flow Statement Working capital needs dominate cash flow statement. Since the Group’s entry into the commodity marketing business in 2011, it has required substantial working capital to fund its growth and operations. .



Dividends to improve modestly each year. CWT has increased its annual dividend by 0.5Scts per annum since 2011’s 2.5Scts dividend, and we expect this trend to continue into 2014 and 2015, representing around 22% payout in each year.



Cash Flow Statement (S$ m)



FY Dec Pre-Tax Profit Dep. & Amort. Tax Paid Assoc. & JV Inc/(loss) Chg in Wkg.Cap. Other Operating CF Net Operating CF Capital Exp.(net) Other Invts.(net) Invts in Assoc. & JV Div from Assoc & JV Other Investing CF Net Investing CF Div Paid Chg in Gross Debt Capital Issues Other Financing CF Net Financing CF Currency Adjustments Chg in Cash Opg CFPS (S cts) Free CFPS (S cts) Source: Company, DBS Bank
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2010A



2011A



2012A



2013A



2014F



2015F



189 (9) (6) (5) (16) (153) 1 369 (72) (3) 6 (2) 299 (48) (147) 13 (2) (185) (2) 114 3.1 64.5



65 (6) (6) (8) 125 (11) 159 (59) (407) (12) 11 7 (460) (16) 294 0 (7) 271 2 (28) 5.9 17.0



118 (3) (8) (7) (273) (19) (192) 9 (44) (1) 11 11 (14) (18) 273 0 (20) 235 (10) 20 13.5 (30.4)



116 (7) (8) (10) (484) 6 (387) (181) 11 (1) 12 (10) (168) (21) 604 0 (31) 551 5 2 16.2 (94.5)



120 (4) (10) (12) (273) (5) (183) (153) 0 0 11 0 (142) (24) 300 0 0 276 0 (49) 14.9 (56.0)



136 (2) (11) (13) (139) (5) (34) (13) 0 0 12 0 (1) (27) 50 0 0 23 0 (12) 17.5 (7.8)



Company Focus CWT Limited



Valuation Our TP for CWT is based on sum-of-the-parts valuation, and comes up to S$1.82 per share. This is based on a 20% discount to the aggregate value of its various businesses of c.S$2.27 per share. Sum-of-the-Parts Valuation for CWT Limited Valuation Value Business Multiple (PE) S$m Logistics Services SCM Engineering Services Financial Services LT Financial Assets Total Value



15.0 10.0 8.0 8.0



CWT is trading at a huge discount to either Logistics or Commodity trading peers, at just 7.2x FY14F PE. From a P/BV vs ROE perspective, CWT is considerably cheaper than this peer group as well, at 1x FY14 P/BV vs 14.4% ROE.



906.3 227.9 118.4 41.0 69.6 1363.2



Val per share (S$) Holding co. discount TP (S$)



Valuation multiples for Logistics and SCM segments referenced to listed peers. Listed logistics players in Asia are trading at an average of 17.4x FY14F PE while commodity trading companies are trading at an average of 13x FY14F PE and our target valuation multiples for CWT’s Logistics and SCM segments are based on 15x and 10x FY14F PE respectively, representing a 15%-25% discounts to their larger listed peers.



2.27 20% 1.82



Source: DBS Bank



Peer Comparables for Logistics and Commodity Trading Companies Company



Last Px



Mkt Cap US$m



--------- PER ---------Hist Crnt Forw



EPS CAGR



Hist



P/B Crnt



Hist



ROE Crnt



Crnt Yield



Logistic Kerry Logistics Mainfreight Kintensu Worldwide Average



HKD NZD JPY



11.16 13.35 4,115



2,568 1,130 1,483



21.0 20.0 16.8 19.2



18.6 17.4 16.3 17.4



16.6 16.0 14.7 15.8



12.2% 11.7% 7.0%



1.5 3.4 1.8 2.2



1.3 3.0 1.5 1.9



7.0% 17.0% 10.6% 11.5%



7.2% 17.2% 9.1% 11.2%



1.1% 2.2% 1.0% 1.4%



Commodity Trading Noble Group Olam Intl Average



SGD SGD



1.07 2.22



5,580 4,305



17.5 16.5 17.0



11.6 14.5 13.0



9.4 12.5 10.9



36.8% 15.0%



1.0 1.5 1.3



1.0 1.4 1.2



6.0% 9.3% 7.6%



8.7% 9.6% 9.1%



2.1% 1.9% 2.0%



CWT



SGD



1.29



622



8.2



7.2



6.4



13.3%



1.2



1.0



14.4%



14.4%



3.1%



Source: ThomsonOneReuters, DBS Bank
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Company Focus CWT Limited



CWT itself is trading at 1.1x FY14 P/BV, which is at -1 SD to its trading band since 2008.



CWT is trading at 7.2x FY 14 PE, which is at -1 SD to its PE trading band since 2008.



PE Trading Band for CWT



25.0



20.0



+2sd: 20.0x +1sd: 15.8x



15.0



Avg: 11.6x 10.0



‐1sd: 7.4x 5.0



‐2sd: 3.2x 0.0 Jan/2008



Jan/2009



Jan/2010



Jan/2011



Jan/2012



Jan/2013



Jan/2014



Source: ThomsonOneReuters, DBS Bank



P/BV Trading Band for CWT



2.1



1.8



+2sd: 1.8x +1sd: 1.5x



1.5



Avg 1.2x



1.2



‐1sd: 1.0x



0.9



‐2sd: 0.7x



0.6



0.3 Jan/2008



Jan/2009



Jan/2010



Source: ThomsonOneReuters, DBS Bank
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Jan/2011



Jan/2012



Jan/2013



Jan/2014
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Appendix A: CWT Service Offerings



Source: Company website
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Company Focus CWT Limited DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows: DBS Bank recommendations are based an Absolute Total Return* Rating system, defined as follows: STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) BUY (>15% total return over the next 12 months for small caps, >10% for large caps) HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) FULLY VALUED (negative total return i.e. > -10% over the next 12 months) SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)



Share price appreciation + dividends GENERAL DISCLOSURE/DISCLAIMER This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd and DBS Vickers Securities (Singapore) Pte Ltd, its respective connected and associated corporations and affiliates (collectively, the “DBS Vickers Group”) only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd. The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS Bank Ltd., its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, the “DBS Group”)) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are subject to change without notice. This document is prepared for general circulation. Any recommendation contained in this document does not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in relation to this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking services for these companies. Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may not contain all material information concerning the company (or companies) referred to in this report. The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that: (a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and (b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments stated therein. Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the commodity referred to in this report. DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research department, nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months. ANALYST CERTIFICATION The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and their securities expressed in this report accurately reflect his/her personal views. The analyst also certifies that no part of his/her compensation was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of the date the report is published,the analyst and his/her spouse and/or relatives who are financially dependent on the analyst, do not hold interests in the securities recommended in this report (“interest” includes direct or indirect ownership of securities). COMPANY-SPECIFIC / REGULATORY DISCLOSURES 1. DBS Bank Ltd., DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”), their subsidiaries and/or other affiliates do not have a proprietary position in the securities recommended in this report as of 28 Feb 2014. 2.



DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates may beneficially own a total of 1% of any class of common equity securities of the company mentioned as of 28 Feb 2014.



3.



Compensation for investment banking services: DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates may received compensation, within the past 12 months, and within the next 3 months may receive or intends to seek compensation for investment banking services from the



Page 18



Company Focus CWT Limited company mentioned. DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document should contact DBSVUSA exclusively. RESTRICTIONS ON DISTRIBUTION General 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. Australia



This report is not for distribution into Australia.



Hong Kong



This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by the Hong Kong Securities and Futures Commission.



Indonesia



This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.



Malaysia



This report is distributed in Malaysia by HwangDBS Vickers Research Sdn Bhd ("HDBSVR"). Recipients of this report, received from HDBSVR are to contact the undersigned at 603-2711 2222 in respect of any matters arising from or in connection with this report. In addition to the General Disclosure/Disclaimer by DBS Bank Ltd, the preparer of this report found at the preceding page, recipients of this report are advised that HDBSVR, its holding company HwangDBS Investment Bank Berhad, their directors, employees and parties related or associated with any of them may have positions in, and may effect transactions in the securities mentioned herein and may also perform or seek to perform broking, investment banking/corporate advisory and other services for the subject companies. They may also have received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other services from the subject companies. Wong Ming Tek Head of Research, HDBSVR



Singapore



This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from, or in connection with the report.



Thailand



This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are only intended for institutional clients only and no other person may act upon it.
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This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the meaning of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in the UK is intended only for institutional clients.
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Aug 22, 2017 - You are kindly requested to upload client wise early pay-in allocation ... Telephone No. Fax No. Email id. 1800 266 00 57. 022-26598269.
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report - Kitex Garments Limited 

Apr 3, 2014 - List of Directorship held in outside Public Limited .... In the preparation of the annual accounts, the applicable accounting standards have been followed. ...... Capitalised Software costs is amortised over a period of three years.
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Synergy Metals Limited 

Jul 31, 2013 - a culture encompassing strong corporate governance, sound business practices and good ethical .... a culture of risk control and the minimisation of risk throughout the Company, which is being ...... components of the Group that are re
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Minda Industries Limited 

Sep 9, 2016 - NATIONAL STOCK EXCHANGE OF INDIA LIMITED ... Sub : Change in ISIN - Minda Industries Limited. Members of Exchange ... Telephone No.
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HINDUSTAN PAPER CORPORATION LIMITED 

Oct 4, 2009 - and 4 manufacturing units â€“ two directly managed mills in Assam and one each in ... an established Accounts Service with at least 15 years ...
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