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RESULTS UPDATE



Singapore



Samudera Shipping Line Monday, 24 October 2011 (SAMU SP; SAMU.SI )



Buy (Maintained) Pri ce a s of 26 Oct 2015



0.24



12M ta rget pri ce (S$)



0.29



Previ ous ta rget pri ce (S$)



0.37



Ups i de, i ncl di v (%)



25.0



Trading data Ma rket Ca p (S$m)



129.4



Is s ued Sha res (m) Ave Da i l y Tra ded (3-Month) Vol / Va l 52 week l o / hi



539.1 0.1m / $0.0m $0.19 / $0.35



Free Fl oa t



34.9%



Major Shareholders PT Sa mudera Indones i a



65.3%



Previous Recommendations Share Price Target Price (S$) (S$)



Date



Rating



31-Jul-15



BUY
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7-Jul-15



BUY
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Source: Bloomberg



Joel Ng [email protected] +65 6236 2630
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Navigating tough seas Results below expectations. Samudera’s 3Q15 net profit of US$1.2m (-77% YoY) was affected by the slowdown in trade across the region resulting in lower charter rates (mainly from its bulk carriers) and container volumes. Excluding the US$2.6m in impairment expenses, core net profit would have improved from the previous quarter by 5.1%, to US$3.8m. 9M15 core net profit makes up 72% of our full year forecasts. We slash our forecasts by 2025% for FY15-17 as we take a more cautious view. Despite the weaker than expected results, the current share price does not justify Samudera’s healthy positive free cash flow that continues to strengthen its balance sheet (net gearing now at 0.28x vs 0.33x, 0.52x and 0.66x in FY14/13/12), allowing the group to grow inorganically and providing upside rerating catalyst. Thus, we reiterate our BUY recommendation but with a lower TP of $0.29, pegged to 8x FY16F P/E. Even at our TP of $0.29, Samudera would be trading at an attractive 0.43x FY15F P/B, still one of the lowest among its peers. The world catches a cold when China sneezes. China’s third quarter GDP growth came in at the lowest since 2009 as exports faltered, putting pressure on shipping rates. The Shanghai Containerized Freight Index has dropped back to trough levels of 500 (vs ~1000 a year ago) after rebounding slightly in July-August. Drewry has also revised global container volume to decline by 4.3% YoY in 2015. However, intra-Asia has continued to fair relatively better compared to the other major trading routes. The ASEAN Economic Community (AEC) scheduled to be fully implemented by the end of December 2015 is expected to help boost intra-Asia trade, although we see a delayed effect of 1-2 years to see the full benefits. Rerating catalyst from opportunities in the region. Rerating catalyst may come from Samudera’s strong balance sheet and healthy free cash flows that would allow it to tap on opportunities in the region. Its parent company in Indonesia recently won a US$70m contract to supply LNG to a power station in Indonesia and is currently bidding for more projects, which Samudera Singapore may eventually take stakes in. Financials & Key Operating Statistics YE Dec (US$ m) Revenue Gross Profit PATMI Core PATMI Core EPS Core EPS grth (%) Core P/E (x) DPS (SG cents) Div Yield (%) Gross Margin (%) Net Margin (%) Gearing (%) Price / Book (x)



2013 391.2 9.2 -2.2 -2.2 -0.4 -156.4 -42.1 0.0 0.0 2.4 -0.6 52.3 0.4



So urce: Co mpany Data, KGI Fraser



Please see important disclosures at the end of this publication



2014 364.2 31.7 14.3 14.3 2.7 -751.2 6.5 1.8 7.3 8.7 3.9 32.8 0.4



2015F 317.8 28.6 14.4 17.0 3.2 18.9 5.4 0.9 3.6 9.0 4.5 26.6 0.4



2016F 347.5 29.5 14.0 14.0 2.6 -17.6 6.6 0.9 3.6 8.5 4.0 22.1 0.3



2017F 380.5 32.3 16.0 16.0 3.0 14.5 5.8 0.9 3.6 8.5 4.2 16.0 0.3
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Samudera Shipping Line



Figure 1: Results comparison FYE Dec (USDm) Revenue



Opera ting cos ts EBITDA EBITDA margin (%) Depn & a mort. EBIT Interes t expens e Int & Inv i ncome As s oci ca tes ' contri b Exceptiona l s
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Pretax profi t Ta x Tax rate (%) NCI Net profit Core profit EPS (USDcts ) Core EPS (USDcts )
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Comments 2Q15 Bel ow expectations ; 9M15 turnover ma kes up 64% of our ful l yea r foreca s ts . Total revenue decl i ned 15% YoY a s a res ul t of 15% decl i ne i n contai ner s hi ppi ng a nd 18% decl i ne i n bul k & tanker bus i nes s a s dry bul k cha rter ra tes rema i ned under pres s ure.



US$2.6m i mpa i rment of two contai ner ves s el s a nd a chemi ca l tanker tha t the group i ntends to di s pos e. The goup ha s gui ded tha t s houl d cha rter ra tes rema i n wea k, i t ma y ha ve to take more provi s i ons .



Res ul ts bel ow expectations wi th 9M15 core net profi t ma ki ng up 72% of our ful l yea r foreca s ts .



Source: Company data, KGI Fraser



Demand-supply for feeders is improving as new orders slow down and demolition of older vessels increase. The orders for new container ships are slowing down for feeder vessels (8,000 teu and above. In fact, the feeder segment that Samudera operates in (


Figure 2: Most of the new orders are for bigger vessels



Figure 3: Intra-Asia shipping routes relatively better 110 100 90 80 70 60 50
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Source: BIMCO, Clarksons
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Summary of Financials YE 31 Dec INCOME STATEMENT (US$m) Revenue Cos t of s a l es Gross Profit Other opera ti ng i ncome/(expens es ) Sel l i ng a nd di s tri buti on Admi n Profit from Operations Fi na nce i ncome/(expens es ) Sha re of JV res ul ts Excepti ona l s /Inves tment i ncome Profit before Tax Income ta x Non-control l i ng i nteres ts PATMI PATMI Norma l i zed



2013 391.2 (382.0) 9.2 7.4 (7.8) (6.7) 2.1 (3.4) 1.3 0.0 (0.0) (2.0) (0.1) (2.2) (2.2)



2014 364.2 (332.5) 31.7 3.1 (7.6) (6.1) 17.6 (2.4) 1.2 0.0 16.4 (1.9) (0.2) 14.3 14.3



2015F 317.8 (289.2) 28.6 3.7 (7.3) (5.4) 19.6 (2.1) 1.4 (2.6) 16.3 (1.9) (0.0) 14.4 17.0



2016F 347.5 (317.9) 29.5 0.0 (7.6) (5.9) 16.0 (1.5) 1.4 0.0 15.9 (1.9) (0.0) 14.0 14.0



2017F 380.5 (348.1) 32.3 0.0 (8.0) (6.5) 17.9 (1.1) 1.4 0.0 18.2 (2.1) (0.0) 16.0 16.0



BALANCE SHEET (US$m) Ca s h a nd ca s h equi va l ents Tra de a nd other recei va bl es Inventory Other current a s s ets Current Assets Property, pl a nt a nd equi pment Other non-current a s s ets Non-current Assets Total assets Tra de a nd other pa ya bl es Borrowi ngs (current) Other current l i a bi l i ti es Current Liabilities Borrowi ngs (non-current) Other non-current l i a bi l i ti es Non-current liabilities Sha rehol ders equi ty Non-control l i ng i nteres ts Total Equity Total Liabilities and Equity



2013 35.2 70.6 5.4 12.2 123.5 326.0 7.4 333.4 456.9 53.3 23.7 2.1 79.0 137.0 0.5 137.6 235.5 4.8 240.2 456.9



2014 52.3 58.4 4.0 8.9 123.7 305.8 8.1 313.9 437.5 41.4 23.9 4.1 69.4 112.4 0.1 112.5 250.7 4.9 255.6 437.5



2015F 25.1 51.0 3.4 8.9 88.4 303.4 6.9 310.2 398.6 36.0 16.7 3.9 56.6 78.5 0.1 78.6 258.5 4.9 263.4 398.6



2016F 8.0 55.8 3.8 8.9 76.5 298.2 7.1 305.3 381.8 39.6 16.4 3.4 59.4 51.5 0.1 51.6 265.9 4.9 270.9 381.8



2017F 5.1 61.1 4.1 8.9 79.2 290.9 7.3 298.2 377.4 43.4 16.2 3.6 63.2 33.8 0.1 33.9 275.4 4.9 280.3 377.4



CASH FLOW STATEMENT (US$m) Net i ncome before ta x Depreci a ti on & non ca s h a djus tments Cha nge i n Worki ng Ca pi ta l Income Ta x Pa i d Interes t Pa i d CF from operating activities Purcha s e/Di s pos a l of PPE Other CFI CF from investing activities Di vi dends Pa i d Debt Ra i s ed / (Repa i d) Equi ty Ra i s ed / (Bought Ba ck) Other Ca s h from Fi na nci ng CF from financing activities Net i ncrea s e i n ca s h & ca s h equi v. FX effects Begi nni ng Ca s h Ending Cash



2013 (0.0) 30.2 0.0 0.0 0.0 30.1 (5.9) 9.5 3.6 (1.1) (26.3) 0.0 5.4 (22.0) 11.5 (0.3) 16.4 35.2



2014 16.4 32.4 1.8 (1.5) (2.7) 46.6 (9.5) 4.2 (5.3) 0.0 (23.6) 0.0 0.7 (23.0) 18.3 (0.1) 27.9 52.3



2015F 16.3 27.0 2.6 (2.1) (2.1) 41.8 (14.6) 0.0 (14.6) (13.2) (41.2) 0.0 0.0 (54.3) (27.3) (0.1) 46.1 25.1



2016F 15.9 24.1 (1.5) (2.4) (1.5) 34.5 (17.6) 0.0 (17.6) (6.6) (27.3) 0.0 0.0 (33.8) (17.0) (0.1) 18.9 8.0



2017F 18.2 25.9 (1.9) (1.9) (1.1) 39.2 (17.6) 0.0 (17.6) (6.6) (17.9) 0.0 0.0 (24.5) (3.0) (0.1) 1.8 5.1



October 29, 2015



3 $ 333



Samudera Shipping Line



KGI’s Ratings



Disclaimer



Singapore



Rating



Definition KGI Fraser Research’s recommendations are based on an Absolute Return rating system.



BUY



>10% total return over the next 12 months



HOLD



-10% to +10% total return over the next 12 months



SELL






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 and/or redistributed in whole or in part by any recipient of this report to any other person without the prior written consent of KGI Fraser. This report is not intended for distribution and/or redistribution, publication to or use by any person in any jurisdiction outside Singapore or any other jurisdiction as KGI Fraser may determine in its absolute discretion, where the distribution, publication or use of this report would be contrary to applicable law or would subject KGI Fraser 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 KGI Fraser to be reliable. However, KGI Fraser makes no representation as to the accuracy or completeness of such sources or the Information and KGI Fraser accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. KGI Fraser and its connected persons may have issued other reports expressing views different from the Information and all views expressed in all reports of KGI Fraser and its connected persons are subject to change without notice. KGI Fraser reserves the right to act upon or use the Information at any time, including before its publication herein. Except as otherwise indicated below, (1) KGI Fraser, 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) KGI Fraser, 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; and (3) the officers, employees and representatives of KGI Fraser 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”.) However, as of the date of this report, neither KGI Fraser nor its representative(s) who produced this report (each a “research analyst”), has any proprietary position or material interest in, and KGI Fraser does not make any market in, the securities which are recommended in this report. Each research analyst of KGI Fraser 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 KGI Fraser 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 KGI Fraser’s total revenues, a portion of which are generated from KGI Fraser’s business of dealing in securities. Copyright 2015. KGI Fraser Securities Pte. Ltd. All rights reserved.
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