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COMPANY RESULTS



BUY (Upgraded)



Silverlake Axis (SILV SP) 9MFY14: Slightly Above Expectations; Upgrade To BUY On New Growth Drivers Strong 9MFY14 results on the back of robust growth in software licensing and maintenance and enhancement revenues, and new contribution from insurance processing. New growth drivers have emerged in digital solutions and expansion of insurance business. Successful listing of GIT will be another near-term catalyst. Strong cash flow, high 90% payout ytd. Upgrade to BUY with revised street-high target price of S$1.20. 9MFY14 RESULTS Year to 30 Jun (RMm) Revenue Gross profit EBITDA Operating profit Share of profit of associates Net profit Gross margin (%) Net margin (%)



3QFY14 136.0 78.6 72.0 68.1 0.5 62.9 57.8 46.2



3QFY13 yoy % chg 108.7 25 68.4 15 56.5 27 54.5 25 (1.4) n.m. 47.4 33 63.0 43.6



(5.2) ppt 2.6 ppt



9MFY14 362.8 215.1 191.3 181.4 4.5 174.6 59.3 48.1



9MFY13 yoy % chg 288.4 26 180.6 19 151.9 26 145.9 24 0.1 n.m. 136.2 28 62.6 47.2



(3.3) ppt 0.9 ppt



Source: SAL, UOB Kay Hian



RESULTS  9MFY14 revenue and net profit slightly ahead of our expectations and represent 77% of our full-year estimates. Revenue growth was due to higher contribution from software licensing (+16% yoy), maintenance and enhancement (M&E) services (+22% yoy), five large sales of hardware products to customers (+421% yoy) and new contribution from insurance processing. This was partially offset by lower software project services revenue (-8% yoy) due to fewer project implementation contracts during the period, and lower credit and card processing revenue (-9% yoy) due to the weakening of the Japanese Yen against the Malaysian Ringgit.  Gross margin declined 3.3 ppt to 59.3% due to change in revenue mix. Other items of income rose to RM9.3m from RM1.7m previously due to higher interest income and realised and unrealised forex gains from the appreciation of the Singapore dollar and US dollar against the Malaysian Ringgit. Operating costs in 9MFY14 was lower by 3% yoy due to lower marketing expenses.



Share Price Target Price Upside (Previous TP



S$0.875 S$1.20 +37.1% S$0.91)



COMPANY DESCRIPTION Silverlake Axis Limited provides customized software solutions. The Company provides digital economy software solutions and services to the banking, insurance, payment, retail and logistics industries.



STOCK DATA GICS sector Bloomberg ticker: Shares issued (m): Market cap (S$m): Market cap (US$m): 3-mth avg daily t'over (US$m):



Information Technology SILV SP 2,245.3 1,964.6 1,573.1 1.3



Price Performance (%) 52-week high/low



S$0.950/S$0.680



1mth



3mth



6mth



1yr



YTD



1.2



2.9



20.7



(0.6)



0.6



Major Shareholders



%



Intelligentsia Holding



67.6



FY14 NAV/Share (RM)



29.38



FY14 Net Cash/Share (RM)



0.16



PRICE CHART (lcy)



SILVERLAKE AXIS LTD



SILVERLAKE AXIS LTD/FSSTI INDEX



 Share of profit from GIT InfoTech Co. (GIT) grew to RM4.5m compared with RM0.1m in the same period last year on the back of an increase in business activity.  Strong operating cash flow (+52% yoy); proposed interim dividend of 1 S cent/share (+25% yoy) translates to a ytd payout of 90% (2.7 S cents/share).
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KEY FINANCIALS Year to 30 Jun (RMm) Net turnover EBITDA Operating profit Net profit (rep./act.) Net profit (adj.) EPS (sen) PE (x) P/B (x) EV/EBITDA (x) Dividend yield (%) Net margin (%) Net debt/(cash) to equity (%) Interest cover (x) ROE (%) Consensus net profit UOBKH/Consensus (x)



0.70



FY12 400 187 176 162 162 7.7 29.5 16.4 25.5 2.2 40.6 (31.6) n.a. 63.6 -



FY13 399 217 209 196 196 9.3 24.6 8.7 21.9 3.5 49.2 (57.4) n.a. 44.3 -



FY14F 497 262 250 241 241 10.7 21.3 7.8 18.2 4.2 48.4 (53.5) n.m. 38.5 235 1.02



FY15F 590 317 302 284 284 12.7 18.0 7.0 15.0 5.0 48.2 (50.6) n.m. 40.9 269 1.06



FY16F 694 372 357 335 335 14.9 15.3 6.3 12.8 5.7 48.3 (52.7) n.m. 43.7 290 1.16
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Source: Bloomberg



ANALYST Andrea Isabel Co, CFA +6590 6624 [email protected]



Source: Silverlake Axis, Bloomberg, UOB Kay Hian n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m."
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STOCK IMPACT  Expansion of scope of existing contracts keeps orderbook backlog at RM250m, to be recognised over the next 12-18 months. With the financial services industry facing stricter compliance policies and increasing pressure to ride the trend in digital solutions, many of SAL’s clients have been actively seeking enhancing services to upgrade their systems and to add new products. Banks have also been extending the scope of work required from SAL as they add new markets and branches into their network. This led to RM60m worth of new expansion contracts in 3QFY14 and mitigated the delay in major contract wins for the group, which are still in final-stage negotiations.  A hold-up in major contract wins not a cause for concern as existing customers continue to supply new projects to the group. A few mid- to large-sized contracts are still in final-stage negotiations and this includes a sizeable project with a top Malaysian bank, an Islamic banking contract and upgrading works for an existing client. We note that SAL could also benefit from a successful acquisition of Wing Hang Bank by OCBC should the latter seek to integrate their IT systems, but the potential contribution is likely to come in FY16 earliest.  Sustainable double-digit growth to be driven by the financial sector’s push into new digital technologies, expansion of Merimen’s insurance processing business into new markets, and rising M&E services revenue. The key trends in Asian banking include mobile, internet and analytics capabilities, where SAL is currently steering to with its acquisition of Cyber Village. Recurring M&E revenue will be supported by completed implementation contracts and continued enhancement services for existing clients. These will lend to an annual 15% growth. The insurance division has been making headway in penetrating new markets such as Indonesia and new sectors such as healthcare, which will drive its 20% annual growth.  Potential listing of GIT in late-14 or early-15 after the company filed its preliminary prospectus with the China Securities Regulatory Commission on 28 April. GIT’s strong contribution in 9MFY14 is an indication of the market’s potential and we are encouraged by the management’s active engagement with local banks. It intends to beef up its domestic team to take on larger projects and to further tap the largely underpenetrated China market. SAL holds a 27% stake in GIT. Our current model does not factor in any potential impact pending more details.



Thursday, 08 May 2014



REVENUE BREAKDOWN (9MFY14) Credit and cards processing, 3%



Insurance processing, 4%



Sale of softw are and hardw are products, 8% Softw are licensing, 27%



Softw are project services, 15% M&E services, 43%



Source: SAL, UOB Kay Hian



DIVIDEND (S CENTS/ SHARE) 6.0



5 4.4



5.0 3.7



4.0



3.1



3.0 1.9 2.0



1.15



1.0 0.0 FY11



FY12



FY13



FY14F



FY15F



FY16F



Source: SAL, UOB Kay Hian



TARGET PRICE SENSITIVITY Cost of Equity 3.0% Terminal Growth



R e g i o n a l



3.5% 4.0% 4.5%



7.25%



7.75%



8.25%



8.75%



9.25%



1.22



1.09



0.99



0.90



0.83



1.37



1.21



1.08



0.98



0.90



1.57



1.36



1.20*



1.08



0.98



1.85



1.56



1.36



1.20



1.07



1.84



1.56



1.35



1.19



5.0% 2.24 *Base case Source: UOB Kay Hian



EARNINGS REVISION/RISK  We raised our FY14-16 earnings forecasts by 7% post-9MFY14 results and updates from management. We project a 3-year (FY13-16F) earnings CAGR of 20%.  Raised FY14F dividend forecast to 3.7 S cents/share (previously 3.2 S cents/share) after the group’s ytd dividend amounted to 2.7 S cents/ share (90% payout). We continue to view the high payout as a sign of management’s confidence in its performance in FY14F. SAL’s end-Mar 14 cash balance is equivalent to 5.8 S cents/ share.  Key risks include failure to secure new contracts and execution risk. VALUATION/RECOMMENDATION  Upgrade to BUY with a higher target price of S$1.20 (previously S$0.91), based on our DCF model. We have adjusted our terminal growth assumption from 3% to 4% to account for the group’s new growth drivers in digital solutions and insurance processing. Our target price implies a FY15F PE of 24.8x, above its 5-year historical average of 19.5x. We project an FY15F ROE of 41%. SHARE PRICE CATALYST  New order wins.  Strong contributions from Merimen and Cyber Village.  Successful listing of GIT in the near term.  Earnings-accretive M&As.
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BALANCE SHEET



Year to 30 Jun (RMm)



2013



2014F



2015F



2016F



Year to 30 Jun (RMm)



2013



2014F



2015F



Net turnover



398.6



496.7



589.9



693.8



Fixed assets



10.1



9.7



9.3



8.9



EBITDA



217.2



261.6



316.9



372.2



Other LT assets



194.9



243.9



257.6



265.3



Deprec. & amort.



2016F



8.6



11.6



14.9



15.3



Cash/ST investment



362.4



357.6



373.0



429.3



208.6



250.1



302.0



356.9



Other current assets



176.5



201.4



225.0



251.3



Total other non-operating income



1.9



8.0



2.0



2.0



Total assets



743.9



812.5



864.8



954.9



Associate contributions



2.2



6.6



8.6



9.9



ST debt



10.0



1.4



1.4



1.4



Net interest income/(expense)



0.3



(0.2)



(0.0)



(0.0)



Other current liabilities



93.5



136.1



120.2



131.8



EBIT



Pre-tax profit



213.0



264.4



312.6



368.8



LT debt



14.9



2.8



2.8



2.8



Tax



(17.0)



(23.8)



(28.1)



(33.2)



Other LT liabilities



34.7



8.9



8.9



8.9



588.1



660.4



728.5



806.7



0.0



0.1



0.3



0.5



743.9



812.5



864.8



954.9



2013



2014F



2015F



2016F



Minorities



(0.0)



(0.1)



(0.2)



(0.2)



Net profit



196.0



240.5



284.3



335.3



Minority interest



Net profit (adj.)



196.0



240.5



284.3



335.3



Total liabilities & equity



Year to 30 Jun (RMm)



2013



2014F



2015F



2016F



Year to 30 Jun (%)



Operating



184.0



235.1



248.6



323.6



Profitability



CASH FLOW



Shareholders' equity



KEY METRICS



Pre-tax profit



213.0



264.4



312.6



368.8



EBITDA margin



54.5



52.7



53.7



53.6



Tax



(17.7)



(23.8)



(28.1)



(33.2)



Pre-tax margin



53.4



53.2



53.0



53.2



8.6



11.6



14.9



15.3



Net margin



49.2



48.4



48.2



48.3



Deprec. & amort. Associates Working capital changes Non-cash items Other operating cashflows



(2.2)



(6.6)



(8.6)



(9.9)



ROA



34.3



30.9



33.9



36.9



(20.7)



(8.0)



(39.5)



(14.7)



ROE



44.3



38.5



40.9



43.7



3.7



0.0



0.0



0.0



(0.7)



(2.4)



(2.7)



(2.7)



Growth



Investing



(86.0)



(51.1)



(16.9)



(10.1)



Turnover



(0.4)



24.6



18.8



17.6



Capex (growth)



(33.5)



(51.5)



(17.6)



(2.8)



EBITDA



16.2



20.5



21.1



17.4



(2.5)



(2.0)



(2.0)



(10.0)



Pre-tax profit



18.4



24.2



18.2



18.0



(51.2)



0.0



0.0



0.0



Net profit



20.8



22.7



18.2



17.9



Proceeds from sale of assets



0.2



0.0



0.0



0.0



Net profit (adj.)



20.8



22.7



18.2



17.9



Others



1.1



2.4



2.7



2.7



EPS



19.8



15.7



18.2



17.9



114.2



(188.9)



(216.2)



(257.1)



(148.8)



(168.2)



(216.2)



(257.1)



180.3



0.0



0.0



0.0



Debt to total capital



4.1



0.6



0.6



0.5



Proceeds from borrowings



22.3



(20.7)



0.0



0.0



Debt to equity



4.2



0.6



0.6



0.5



Others/interest paid



60.4



0.0



0.0



0.0



Net debt/(cash) to equity



(57.4)



(53.5)



(50.6)



(52.7)



Net cash inflow (outflow)



212.2



(4.9)



15.5



56.3



n.a.



1,057.3



67,288.0



79,013.6



Beginning cash & cash equivalent



148.8



362.4



357.6



373.0



Capex (maintenance) Investments



Financing Dividend payments Issue of shares



Changes due to forex impact Ending cash & cash equivalent



1.4



0.0



0.0



0.0



362.4



357.6



373.0



429.3



Refer to last page for important disclosures.
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Disclosures/Disclaimers This report is prepared and/or distributed by UOB Kay Hian Pte Ltd (“UOBKH”), which is a holder of a capital markets services licence and an exempt financial adviser in Singapore. This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an advice or a recommendation with respect to such securities. This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the particular needs of any recipient hereof. You should independently evaluate particular investments and consult an independent financial adviser before dealing in any securities mentioned in this report. This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this report to any other person without the prior written consent of UOBKH. This report is not intended for distribution, publication to or use by any person in any jurisdiction outside Singapore or any other jurisdiction as UOBKH may determine in its absolute discretion, where the distribution, publication or use of this report would be contrary to applicable law or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any registration, licensing or other requirements within such jurisdiction. The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, including before its publication herein. Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an interest (including a proprietary interest) in the subject corporation(s) referred to in this report. As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for. Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report in any event accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are generated from UOBKH’s business of dealing in securities. IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES Where the report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: (i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore in respect of any matters arising from, or in connection with, the analysis or report; 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, UOBKH accepts legal responsibility for the contents of the analyses or reports IMPORTANT DISCLOSURES FOR U.S. PERSONS This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore. UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that



Refer to last page for important disclosures.
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receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered brokerdealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through UOBKH. UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account. Analyst Certification/Regulation AC As noted above, each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are generated from UOBKH’s business of dealing in securities.



Copyright 2014, UOB Kay Hian Pte Ltd. All rights reserved. http://research.uobkayhian.com MCI (P) 116/03/2014 RCB Regn. No. 198700235E
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-32.9. Major shareholders. % held. Goh Peng Ooi. 66.3. Artemis Investment Management. 1.0. RBS Luxembourg. 0.9. Show Style "View Doc Map". Silverlake Axis Ltd. 4QFY15 RESULTS NOTE. SILV SP / SLVX.SI. Current. S$0.64. Market Cap. Avg Daily Turnover. F
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hankore environment (biot sp) buy 

Feb 21, 2014 - water treatment operation activities to Rmb112.3m. â€¢ Gross profit more than doubled to Rmb138.7m with gross profit margin maintaining at. 42.0% due to higher contribution from lower margins construction projects. Administrative expen
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BUY (Maintained) M1 (M1 SP) 

Jul 22, 2014 - Axiata Investments. 28.7. Keppel Telecoms. 19.3. SPH. 13.5. FY14 NAV/Share (S$). 0.54. FY14 Net Debt/Share (S$). 0.14. PRICE CHART. 90. 100. 110. 120. 2.80 ..... This report is prepared and/or distributed by UOB Kay Hian Pte Ltd (â€œUO
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singhaiyi (sinx sp) buy 

Singhaiyi is expected to commence recognition of rental income from 1 Apr 14 (FY15). FIGURE 15: CENTRAL LOCATION OF TRIPLEONE SOMERSET, SINGAPORE. Source: TripleOne Somerset, Singhaiyi, UOB Kay Hian. Singhaiyi's stake. 20%. Description. 17-storey com
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centurion corp (cent sp) buy 

CENTURION CORP (CENT SP). Expanding With A More Defensive Base. VALUATION. â€¢ Maintain BUY and with a higher target price of S$1.00. WHAT'S NEW. â€¢ Centurion announced the acquisition of four student dormitories (1,906 beds) in UK for Â£77m (S$164.
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BUY (Maintained) Wilmar International (WIL SP) 

Wilmar's Oilseeds & Grains PBT Margin. Source: Wilmar. PALM & LAURICS'S PRE-TAX MARGIN DECLINED. ON RISING COMPETITION. 15. 20. 25. 30. 35. 40. 45. 50. 1Q11. 3Q11. 1Q12. 3Q12. 1Q13. 3Q13. 1Q14. (US$/ton). Wilmar's Palm & Lauric PBT Margin. Source: Wi
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BUY (Maintained) Nam Cheong (NCL SP) 

Jun 23, 2014 - relationship and its dominant market share (50-75%) in Malaysia's OSV shipbuilding market. Nam Cheong had previously sold a small 300-men workboat .... Source: Nam Cheong. 2014 SHIPBUILDING PROGRAMME. Source: Nam Cheong. ORDER BOOK. Yt
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singapore o&g ltd (sog sp) buy 

Well-positioned within the healthcare sector, where market dynamics for private .... The main bulk of these expenses involve investment in medical equipment .... between the group and the specialists as most of them have equity in SOG.
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BUY (Initiate Coverage) Sunpower Group (SPWG SP) 

4 days ago - exempt financial adviser in Singapore. This report is provided for information only and is not an offer or a solicitation to deal in securities or to ...
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BUY (Maintained) Singapore Airlines (SIA SP) 

This research report was prepared by UOBKH, a company authorized, as noted ... below) to â€œmajor U.S. institutional investorsâ€� in reliance on the exemption from.
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BUY (Maintained) Overseas Education (OEL SP) 

blocks, a seven-storey administration block, covered car park and a bus park for ... proximity to Changi Business Park (9.4km), Seletar Aerospace Park (14.3km) ...
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BUY (Maintained) Sembcorp Industries (SCI SP) 

COMPANY DESCRIPTION. A conglomerate with two dominant businesses. - offshore oil & gas heavy engineering via. Sembcorp Marine and a global utilities.
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BUY (Initiate Coverage) Sunpower Group (SPWG SP) 

Jun 6, 2018 - ride on this boiler replacement wave as it captures Green Investment (GI) projects with its core advantages of proprietary technology arsenal (its ...
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