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Avg Turnover (MYR/USD) 4.53m/1.39m 

Cons. Upside (%) N.A. 
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Forecasts and Valuations Dec-10 Dec-11 Dec-12 Dec-13F Dec-14F

Total turnover (MYRm) 47 88 93 161 218

Reported net profit (MYRm) 3.5 9.9 15.7 28.1 37.3

Recurring net profit (MYRm) 3.5 9.9 15.7 28.1 37.3

Recurring net profit growth (%) 0.0 186.4 57.6 79.0 32.9

Core EPS (MYR) 0.00 0.01 0.01 0.03 0.04

Core P/E (x) 55.6 29.1 18.5 10.3 7.8

Return on average equity (%) 0.0 62.7 19.8 18.5 20.2

P/B (x) 26.6 13.9 2.1 1.7 1.4

P/CF (x) 9.3 29.8 na 12.8 8.6

EV/EBITDA (x) 54.8 19.6 21.3 10.3 7.7

Net debt to equity (%) 1084.6 531.0 64.0 45.7 26.8

Our vs consensus EPS (%)    0.0 0.0
 

Source: Company data, RHB estimates 

We initiate coverage on Instacom with a BUY recommendation and FV 
of MYR0.51. The company is a major beneficiary of the rollout of LTE 
networks and USP projects in East Malaysia, backed by a decent 
orderbook of MYR300m. Earnings growth is likely to see a new leg up 
with the company venturing into the telco infra lease business. We like 
Instacom for its good earnings prospects and undemanding valuations.  

 
 A small cap telco infra play. Instacom is an end-to-end solutions 

provider for the telecom industry and has all the main players in the local 
telecom industry, including telecom equipment vendors and state-backed 
companies, as its customers. The company aspires to become a telecom 
infrastructure service provider. 

 Beneficiary of LTE rollout by mobile operators. Given its strong 

market credentials Instacom is a potential beneficiary of the rollout of 
LTE services and Universal Service Provision (USP) fund projects in 
Sabah and Sarawak. It is also looking to venture into the telecom 
infrastructure leasing market which offers superior margins. The 
company has a sizeable orderbook of around MYR300m. 

 FY12-FY14 earnings CAGR of 54%. We are forecasting FY12-FY14 

revenue to grow at a CAGR of 53%. EBITDA margin is expected to 
hover around the elevated 20% level while profit margin should remain 
high at ~17%. We expect to see strong earnings growth for the company 
in the next two years (2-year CAGR of 54%). 

 Risks. Key risks to earnings include: i) the growing trend among telcos 

to share their networks, ii) regulatory and execution risks in the setting 
up of infrastructure assets, and iii) a slower-than-expected take-up of its 
services. 

 FV of MYR0.51. We value the stock at a 13x FY14 P/E. This is based on 

a 35% discount to the P/Es of local mobile operators and regional/global 
tower-related companies, which trade at ~ 20x forward P/E. The discount 
reflects its significantly smaller operations and share illiquidity. We like 
the company for its strong earnings prospects within the 
telecommunications space as well as its undemanding valuations.   The 
stock is one of RHB’s top small cap picks for 2013. BUY. 
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Corporate Profile 

Company background 

Instacom is an end-to-end solutions provider for the telecommunications industry with 
over 10 years of experience. It debuted on the ACE Market of Bursa Malaysia in Oct 
2012 via the reverse takeover (RTO) of I-Power. The company has a strong foothold 
in East Malaysia and its core competencies revolve around network planning, design, 
optimisation, deployment and maintenance. It aims to venture further into the 
telecommunications infrastructure leasing market to create a significant recurring 
revenue stream as well as for diversification. Instacom’s client base encompasses all 
the main players in the local telecom industry, including telecom equipment vendors 
and state-backed companies. 

Figure 1:  Corporate structure 

 
Source: Instacom 

 

Instacom’s key business segments include: 

 Civil, mechanical & electrical works (CME) 

- Instacom designs, constructs and maintains infrastructures, towers and 
cabins as well as carries out mechanical and electrical works for 
telecommunications companies. 

 Telecommunication equipment installation (TI) 

- It sets up, installs, tests and commissions new telecommunications 
equipment for mobile operators. It also assists in replacing or upgrading 
seasoned devices. 

 Turnkey, build & finance (TBF) 

- TBF is similar to CME. Besides constructing telecommunications towers and 
structures, Instacom sources for capex financing on behalf of its clients. In 
return, it charges rental fees for the sites erected over a period of time. 

 Information & communication technology (ICT) 

- This is a legacy business from I-Power. It provides a suite of comprehensive 
e-business solutions to both medium- and large-sized organisations. The e-
solution applications are deployed in the latest Java and IBM middleware 
technologies. 

Figure 2:  Major clients 

 
Source: Instacom 

 

 

 Instacom aims to transform into a 
telecommunications infrastructure services 
provider 

 CME is its largest revenue segment, 
contributing more than 50% of total revenue 
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Management team 

Instacom is helmed by Anne Kung, CEO, and Thomas Ngu, director of sales and 
project management. They are both highly qualified individuals and have vast 
experience in the industry. Kung holds a law degree from the London School of 
Economics and Political Science and has been involved in the telecommunications 
industry for more than eight years. In addition, she is also a qualified accountant with 
the Institute of Chartered Accountants in England & Wales. Ngu, on the other hand, 
obtained his engineering degree from the University of New South Wales and is a 
graduate member of the Institute of Electrical and Electronics Engineers. He has 
more than 20 years of experience in the industry. In a nutshell, Kung oversees the 
company’s day-to-day business operation while Ngu is the company’s technical whiz. 
Collectively, they own a 24% interest in Instacom, making them both major 
shareholders. Hence, we are of the view that their interest and that of the minorities’ 
are well aligned. 

 

Financial Highlights 

Impressive earnings growth  

Instacom’s growth has been nothing short of phenomenal. It posted robust FY09-
FY12 revenue CAGR of 32% while earnings grew over fourfold in a span of three 
years. The breakthrough came in 2010 when the company was selected as one of 
three companies under Maxis’ Smart Partner Programme. This subsequently opened 
the door for more sizeable projects (ie fibre optic trenching jobs) from the telco. The 
group was also awarded new contracts from leading telecommunications equipment 
vendors to assist in the upgrade of 4G LTE networks for mobile operators. Instacom’s 
partnership with a state-backed company (SBC) to build towers under the Universal 
Service Provision (USP) programme was instrumental to its strong earnings 
expansion in recent years.   

Figure 3:  Financial performance for the past four years  Figure 4:  Revenue breakdown for the past four years  
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FY13 set to be another record year   

The company’s 1H13 revenue and core profit of MYR66.5m and MYR14.5m 
respectively already made up 72% and 93% of FY12 numbers. With the strong 
pipeline of contracts, FY13 core earnings are set to trump the profit guarantee of 
MYR15m pledged by its vendors as part of the RTO. We note that Instacom’s profit 
margin surged to 22% in 1H13 from 17% in 2012 due to additional tower building 
contracts secured under the USP Time 3 (T3) programme (note that 1H12 numbers 
on a standalone basis is not available as the reverse takeover (RTO) was completed 
in October 2012).  
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Significant decline in net gearing  

Instacom’s net gearing had fallen to just 0.6x in 2012 from 18.3x in 2009 after 
successfully paring down its debts. In 1H13, the group’s net gearing stood at 0.5x, 
with net borrowings of MYR80.4m. We think the gearing level is manageable, 
supported by the company’s improving operating cash flows, which have been in 
positive territory over the past four years. 

Figure 5:  1H13 vs 2012 financial performance  Figure 6:  Net gearing is at manageable level  
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Key Investment Themes 

Riding the 4G wave 

We believe Instacom is well-positioned to benefit from the rollout of LTE networks 
give its entrenched relationship with the mobile operators. We gather that each 
mobile operator is looking to invest MYR400m-500m over the next three years to 
expand LTE coverage and capacity. Instacom’s key customer, Maxis (MAXIS MK, 
SELL, FV: MYR5.90), is likely to expand its network aggressively to upsell more 4G 
services to its premium customers. The smart partner relationship with the incumbent 
mobile operator (in the southern and eastern region) should result in more contract 
wins for Instacom. 

 

Tapping USP reserve fund for East Malaysia coverage expansion 

The USP fund projects may also provide a strong avenue of growth for Instacom, as 
the Government looks to narrow the digital divide. To recap, the local telco regulator 
had in 2009 introduced a coverage target (known as T3) with the objective of 
enhancing cellular coverage nationwide, targeting rural areas and villages with 
population density of below 80 persons per sq km. Sabah and Sarawak are two key 
underserved states with sub-optimal coverage. We believe Instacom’s strong footing 
and leading position in East Malaysia provide it significant advantage over its 
competitors in securing the said USP projects. As of 31 Dec 2011, the USP reserve 
fund stood at MYR7.3bn.  

 

Transforming into a telecom infra service provider 

To further expand its business, Instacom is looking to penetrate into the building and 
leasing of telecommunications infrastructure, such as transmission towers and fibre-
optic lines. We view this move positively, as it creates an additional and long-term 
recurring revenue stream for the company. As a third party operator of these assets, 
Instacom stands to benefit from multiple tenancy agreements while it simultaneously 
helps its telco customers lower their overall capex and opex. We regard this as a 
compelling business model, as it establishes a symbiotic win-win relationship 
between the telcos and the company. 

 

 

 

 Potential beneficiary of the LTE rollout 

 Capitalising on the USP fund in Sabah & 
Sarawak 

 Looking to venture into the 
telecommunications infrastructure leasing 
market 
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Sizeable orderbook of MYR300m 

Recently, Instacom was awarded a MYR205m three-year contract by 1M Utama SB 
to supply, install, test and commission telecommunication infrastructure and 
engineering works in Sarawak. With this contract in hand, we estimate that the 
company’s current orderbook is around MYR300m. 

 

Key Risks 

Network sharing & formation of business trust 

Instacom’s growth may be hindered by the network sharing initiative among mobile 
operators as this could potentially lead to fewer towers being built in the future. 
Furthermore, the concept of establishing a business trust may also undermine 
Instacom’s presence as a telecommunications infrastructure provider, as the 
manager of the trust may prefer to own the assets rather than leasing them from 
another entity.  

 

Tough competitive landscape 

Protégé Associates estimates that there are some 200 participants in the 
telecommunications network services market in Malaysia. Given the fragmented 
nature of the industry, competition is high. Hence, project wins may fall and profit 
margins may be compromised to secure more jobs. That said, Instacom is classified 
as a Tier 1 player and customers do take into consideration the quality of services 
provided. 

 

Dependence on major customers 

Given that Instacom only serves the local telecommunication industry, it is highly 
dependent on a few key customers – Maxis alone contributes approximately 60% of 
its topline in 2012. This may present a risk to Instacom given the lack of opportunity 
to diversify its customer base. 

 

Approval hiccups 

The local authorities may not allow Instacom to set up transmission towers and lay 
fibre-optic ducts at the planned designated areas. Hence, this could potentially thwart 
its progress to become a telecommunications infrastructure provider. 

 

Subdued demand for its lease services 

Given that the local telecommunications industry is relatively mature, the take-up rate 
for its infrastructure lease services may be mediocre. 

 

Forecasts & Guidance 
Instacom’s next leg of growth will come from three new areas: i) tower construction 
business, ii) fibre-laying projects, and iii) jobs from 1M Utama SB.  

 

Tower business 

We understand that the company typically generates revenue of about MYR375k-
534k per tower, largely depending on the height of the structure, while the cost is 
around MYR300k-400k, thus deriving gross profit margin of 20-25% per tower. For 
forecasting purposes, we use a blended average cost of MYR350k per tower with 
margins of 22% and assume the construction of 25 towers per year. 

For its tower leasing business, it charges rental rates of about MYR6.5k-15k per 
tower/month per tenant, subject to the height and location of the structure. If there are 
two/three takers, Instacom will revise down the rental rate by 38%/50% per tenant. A 
tower is typically designed to accommodate up to four tenants but the industry norm 
is two to three occupants. We note that the incremental cost of adding a new tenant 
(MYR30k-MYR40k) is significantly lower than the cost of constructing a new tower. 
Hence, gross profit margins tend to improve.  

 

 This segment is expected to contribute 
MYR17-20m to revenue and MYR8-10m to 
gross profit in FY13-FY14 
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To be conservative, we assume a single tower tenant with a blended rental rate of 
MYR7.5k per month. Currently, Instacom has a tower portfolio of 65 sites and 
management is targeting to increase that to about 135 sites by end of next year. In 
our financial model, we make the assumption of 90 sites for FY13 and 115 sites for 
FY14. We also factor in maintenance cost of MYR750 per tower per month. 

Overall, this segment is expected to contribute some MYR17-20m to revenue and 
MYR8-10m to gross profit in FY13-FY14.  

Figure 7:  Management guidance and RHB’s forecast for FY14  

FY14 core assumptions Management guidance RHB forecast

Cumulative number of sites 135 115

Construction revenue per site (MYR'000) 375 - 534 450

Construction cost per site (MYR'000) 300 - 400 350

Gross profit margin (%) 20 - 25 22

Rental rate per site per mth per tenant (MYR'000) 6.5 - 15 8
 

Source: Instacom, RHB estimates 

 

Fibre business 

Instacom is looking to fiberise the entire Peninsula Malaysia in four phases within 
three to five years (see Figure 8). The company’s intention is to leverage on the fibre 
rollout needs of its clients (DiGi & Celcom), as the Malaysian Communications and 
Multimedia Commission (MCMC) required that LTE sites must be fiberised. We 
understand that Instacom will first lay the fibre as requested by its clients and then 
implant an extra fibre duct for its lease business. Management said 80% of its 
planned route coincides with its clients’ needs while the remaining 20% boils down to 
the company’s own initiative to stamp its mark. 

Figure 8:  Nationwide fiberisation plans & routes  

Projects Fibre route Fibre length (km) Estimated project 

value (MYRm)

Estimated cost 

(MYRm)

1st phase Kedah 188 23 11 - 15

Johor 705 85 42 - 57

2nd phase Perak 315 38 18 - 26

Selangor 158 19 9 - 13

N.Sembilan 148 18 8 - 12

Melaka 43 6 2 - 4

3rd phase Pahang 215 26 12 - 18

Terengganu 260 32 15 - 21

4th phase Kelantan 340 41 20 - 28

Kuantan-Selangor crossing 275 33 16 - 22

Total 2,647 318 158 - 212
 

Source: Instacom, RHB estimates 

 

We gather that the cost to lay the fibre is ~MYR60-80 per m, with an additional MYR5 
per m to implant the extra fibre duct. Management shared that the charge rate to 
clients is MYR120 per m (gross profit margin of 30-50%). We also understand it is at 
the final stages of negotiation to secure 532km length of fibre jobs in Johor. In our 
financial model, we assume a fibre rollout of 250km in FY13 and FY14, to err on the 
conservative side. Also, we use a charge rate of MYR100 per m and a blended 
average cost of MYR70 per m in our forecast. 

For its fibre duct leasing business, Instacom is looking to charge a rental rate of 
MYR1k per km per month. We use the same rate in our financial model. However, we 
think this segment may need some time to kick off given its rivals’ already extensive 
fibre presence in Peninsula Malaysia. Our take-up rate assumption is 0% and 10% 
for FY13 and FY14, with cumulative fibre lengths of 250km and 500km respectively. 

We expect this business to contribute some MYR25-26m to revenue and MYR7-8m 
to gross profit in FY13-FY14. 

 We expect this segment to contribute 
MYR25-26m to revenue and MYR7-8m to 
gross profit in FY13-FY14 
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Figure 9:  Management guidance and RHB’s forecast for FY14  

FY14 core assumptions Management guidance RHB forecast

Fibre laying revenue per meter (MYR) 120 100

Fibre laying cost per meter (MYR) 60 - 80 65

Additional cost to lay an extra fibre duct (MYR) 5 5

Gross profit margin (%) 20 - 30 30

Rental rate per km per mth (MYR) 1000 1000
 

Source: Instacom, RHB estimates 

 

Sarawak jobs from 1M Utama SB 

In May, Instacom was awarded a three-year job worth MYR205m by 1M Utama SB to 
carry out telecommunications infrastructure and engineering works in Sarawak. We 
understand that the nature of the job is to provide ICT solutions to schools while the 
company’s role is to help set up antenna structures to broadcast WiFi signals. In our 
financial model, we apportion the project value by MYR25m and MYR80m for FY13 
and FY14 respectively with a gross margin assumption of 20%.  

 

Earnings forecasts 

Given the aforesaid businesses, we are forecasting FY12-FY14 revenue CAGR of 
53%, while EBITDA margin is expected to hover at the elevated 20% level. Also, 
profit margin should remain high at around 17% since the company unabsorbed tax 
losses and capital allowances amounting to MYR59m as at 31 Dec 2012. With these 
in mind, we expect to see strong earnings uplift for the company in the next two years 
(two-year CAGR of 54%). 

Figure 10:  Revenue forecasts  Figure 11:  Earnings forecasts  
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Balance sheet & cash flow 

We expect Instacom’s net gearing to continue to improve in FY14 to 0.3x given its 
strong operating cash flow generation. We assume repayment of borrowings at 
MYR10m per year for both FY13 and FY14. 

 

Dividends 

Given that Instacom is still at the growth stage, we do not expect any dividends for 
the next few years. 

 

 

 

 

 

 We forecast this project to contribute MYR25-
80m and MYR5-16m to gross profit in FY13-
FY14 

 We are forecasting FY12-FY14 earnings 
CAGR of 54% 
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Valuation & Recommendation 
During the ex-date for its warrant issue day (28 Aug), Instacom’s share price fell by 
23%. We suspect investors are factoring in the dilution impact from the free bonus 
warrants. To recap, investors were awarded one free warrant for every two existing 
ordinary shares held. The exercise price of the warrant is 33 sen. Given that the 
current share price is below the exercise price, the warrant is “out of the money”. 
Hence, theoretically, we should not take the warrants into account to calculate the 
fully diluted share base of the company. However, given that the expiry of the warrant 
is five years from now, we opt to fully dilute its share base in our model to calculate 
the FV of the stock. This is to take into account the potential upswing in its share 
price that will move it into the “in the money” territory. 

We peg the stock to a P/E multiple of 13x on FY14 earnings and derive a MYR0.51 
FV. Note that our FY14 EPS is adjusted for interest cost after tax savings to reflect 
the warrant conversion – we assume that the cash raised would be used to pay off 
debts. 

Figure 12:  FV calculation  

Valuation Basic Fully diluted Comments

FY14 projected earnings (MYRm) 37.3 37.3

+ Interest cost after tax savings (MYRm) 0.0 4.4 Assume cash raised from warrants are fully used to 

pay off debts and interest expense is waived.

Adjusted FY14 projected earnings (MYRm) 37.3 41.7

Number of shares (m) 702.3 702.3

+ Number of warrants (m) 0.0 351.1 Conversion of warrants to ordinary shares.

Number of fully diluted shares (m) 702.3 1053.4

EPS (sen) 5.3 4.0

FV (sen) 69 51 Pegged to 13x FY14 P/E.
 

Source: RHB estimates 

 

We think our 13x FY14 P/E valuation is fair given that local mobile operators and 
regional/global tower-related companies are trading at about 20x forward P/E. 
Essentially, we have ascribed a 35% discount to reflect its significantly smaller scale 
of operations.    

All in all, we like Instacom for its bright prospects within the telecommunications 
space and its attractive valuation at the current price. Compared to its local peer, 
OCK Group (OCK MK, Not Rated), Instacom is currently trading at a FY13 P/E of 
8.0x vs the latter’s 19.0x (annualised 1H13 EPS). Furthermore, the company has a 
low FY13 PEG of 0.1x. We initiate coverage on Instacom with a BUY 
recommendation in view of the stock’s potential 82% upside.  

 

Figure 13:  Sector comparison I  

Company Bloomberg Currency Ratings FV Price Mkt Cap

Ticker (USDm) FY13 FY14 FY13 FY14 FY13 FY14 FY13 FY14 FY13 FY14

M'sia telcos

Axiata AXIATA MK MYR Neutral 6.55 6.89 18,199.7 22.7 21.2 9.2 8.4 2.8 2.7 3.3 3.5 12.6 13.0

DiGi DIGI MK MYR Sell 4.10 4.93 11,859.8 24.7 21.4 12.5 11.7 nm nm 4.0 4.7 nm nm

Maxis MAXIS MK MYR Sell 5.90 6.99 16,226.4 25.1 24.9 13.1 12.9 8.5 10.0 5.7 5.7 31.7 37.0

TM T MK MYR Neutral 5.30 5.23 5,788.9 21.1 24.2 7.2 6.8 3.1 3.0 4.3 3.7 13.7 12.6

Time dotCom TDC MK MYR Neutral 3.95 3.80 673.8 12.9 13.9 10.9 10.0 0.8 0.8 0.0 0.0 6.4 5.8

Simple Avg. - M'sia telcos 21.3 21.1 10.6 10.0 3.8 4.1 3.5 3.5 16.1 17.1

Note: Share prices as at 27 Sept 2013

P/E (x) EV/EBITDA (x) P/BV (x) DY (%) ROE (%)

 
Source: Bloomberg, RHB estimates 

 

 We like Instacom for its bright prospects 
within the telecommunications space  
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Figure 14:  Sector comparison II 

Company Bloomberg Currency Ratings FV Price Mkt Cap

Ticker (USDm) FY13 FY14 FY13 FY14 FY13 FY14 FY13 FY14 FY13 FY14

Telecom equipment vendors

Alcatel-Lucent ALU FP EUR Not rated - 2.71 8,501.5 nm nm 10.7 7.0 6.2 10.3 0.0 0.0 -46.4 -19.4

Ericsson ERICB SS SEK Not rated - 88.15 45,283.2 20.2 15.5 9.4 7.8 2.0 1.9 3.3 3.6 8.6 11.8

Motorola Solutions MSI US USD Not rated - 59.87 15,916.7 13.5 14.9 9.1 8.3 6.2 8.4 1.9 2.2 38.5 42.5

Nokia OYJ NOK1V FH EUR Not rated - 4.91 24,857.7 223.5 30.0 12.7 8.1 2.4 2.3 0.7 1.7 -2.7 7.7

ZTE Corp 763 Hk HKD Not rated - 15.92 8,878.2 23.1 16.5 16.7 12.8 1.8 1.7 1.1 1.5 8.4 10.8

Telecom solutions + services providers

AsiaInfo-Linkage ASIA US USD Not rated - 11.65 849.0 10.2 9.9 7.4 6.3 1.1 1.0 0.0 0.0 3.3 -27.2

Comba Telecom Systems 2342 HK HKD Not rated - 2.60 511.7 41.9 15.7 15.6 9.2 1.0 1.0 1.3 2.0 2.2 6.7

Juniper Networks JNPR US USD Not rated - 20.15 10,212.8 16.7 15.1 8.0 7.0 1.3 1.3 0.0 0.0 6.1 6.4

Tower companies

American Tower AMT US USD Not rated - 74.63 29,478.6 41.7 30.5 17.9 15.6 7.9 7.3 1.5 1.8 19.6 22.6

Crown Castle CCI US USD Not rated - 73.00 21,365.9 127.6 63.0 18.3 17.2 6.6 6.0 0.0 0.0 6.2 13.9

Sarana Menara TOWR IJ IDR Buy 3,370.0 2,800.0 2,475.6 33.1 25.6 14.0 11.7 6.9 5.6 0.0 0.7 27.2 26.3

SBA Communications SBAC US USD Not rated - 79.69 10,183.3 nm nm 19.8 17.9 19.7 nm 0.0 0.0 -12.8 117.2

Tower Bersama Infra TBIG IJ IDR Buy 7,250.0 5,850.0 2,431.5 23.1 17.7 15.6 12.8 5.4 4.2 1.1 1.5 26.9 26.2

Bharti Infratel BHIN IN INR Not rated - 159.90 4,874.7 21.9 18.9 6.2 5.7 1.7 1.7 2.6 3.0 8.0 8.8

Simple Avg. - Telecom equipment vendors 70.1 19.2 11.7 8.8 3.7 4.9 1.4 1.8 1.3 10.7

Simple Avg. - Telecom solutions + services providers 23.0 13.5 10.3 7.5 1.1 1.1 0.4 0.7 3.9 -4.7

Simple Avg. - Tower companies 49.5 31.1 15.3 13.5 8.0 5.0 0.9 1.2 12.5 35.8

Simple Avg. - All 49.7 22.8 13.0 10.5 5.0 4.1 1.0 1.3 6.7 18.2

Note: Share prices as at 27 Sept 2013

P/E (x) EV/EBITDA (x) P/BV (x) DY (%) ROE (%)

 
Source: Bloomberg, RHB estimates 
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Financial Exhibits 
 

Profit & Loss (MYRm) Dec-10 Dec-11 Dec-12 Dec-13F Dec-14F

Total turnover 47              88            93            161           218           

Cost of sales (40)             (62)           (70)           (114)          (161)          

Gross profit 8                26            22            46             56             

Gen & admin expenses (3)               (7)            (6)            (13)            (14)            

Operating profit 5                19            16            34             42             

Operating EBITDA 5                20            18            36             45             

Depreciation of fixed assets (0)               (2)            (2)            (2)              (2)              

Operating EBIT 5                19            16            34             42             

Other recurring income 8                3             10            2               2               

Interest expense (8)               (7)            (7)            (7)              (6)              

Pre-tax profit 4                14            19            29             38             

Taxation (1)               (4)            (4)            (1)              (1)              

Profit after tax & minorities 3                10            16            28             37             

Reported net profit 3                10            16            28             37             

Recurring net profit 3                10            16            28             37             
 

Source: Company data, RHB estimates 

 

Cash flow (MYRm) Dec-10 Dec-11 Dec-12 Dec-13F Dec-14F

Operating profit 5                19            16            34             42             

Depreciation & amortisation 0                2             2             2               2               

Change in working capital 15              (4)            (18)           (8)              (6)              

Other operating cash flow 5                1             (7)            2               2               

Operating cash flow 24              17            (8)            30             41             

Interest received 5                2             1             -            -            

Interest paid (8)               (7)            (2)            (7)              (6)              

Tax paid (1)               (2)            (2)            (1)              (1)              

Cash flow from operations 21              10            (10)           23             34             

Capex (1)               (2)            (7)            (5)              (5)              

Other investing cash flow 3                12            12            (5)              (7)              

Cash flow from investing activities 2                10            5             (10)            (12)            

Dividends paid (3)               -           -           -            -            

Proceeds from issue of shares -             -           16            -            -            

Increase in debt (25)             (12)           (2)            (10)            (10)            

Other financing cash flow (3)               (6)            (1)            -            -            

Cash flow from financing activities (30)             (18)           13            (10)            (10)            

Cash at beginning of period 4                3             1             10             12             

Total cash generated (8)               2             8             2               11             

Forex effects 7                (4)            0             -            -            

Implied cash at end of period 3                1             10            12             24             
 

Source: Company data, RHB estimates 
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Financial Exhibits 
 

Balance Sheet (MYRm) Dec-10 Dec-11 Dec-12 Dec-13F Dec-14F

Total cash and equivalents 3                1             10            12             24             

Inventories 2                3             37            40             44             

Accounts receivable 30              33            21            29             33             

Other current assets 87              87            49            51             59             

Total current assets 122            124          117          133           158           

Tangible fixed assets 15              14            29            32             35             

Intangible assets 0                0             76            76             76             

Total other assets 12              19            31            36             44             

Total non-current assets 27              33            136          145           155           

Total assets 149            158          253          277           313           

Short-term debt 66              72            72            67             62             

Accounts payable 3                9             15            19             26             

Other current liabilities 14              16            2             4               5               

Total current liabilities 82              97            89            90             94             

Total long-term debt 56              40            25            20             15             

Other liabilities 1                1             1             1               1               

Total non-current liabilities 56              40            26            21             16             

Total liabilities 138            137          115          111           110           

Share capital 5                5             70            70             70             

Retained earnings reserve 4                14            7             35             72             

Other reserves 3                3             61            61             61             

Shareholders' equity 11              21            138          166           203           

Total equity 11              21            138          166           203           

Total liabilities & equity 149            158          253          277           313           
 

Source: Company data, RHB estimates 

 

Key Ratios (MYR) Dec-10 Dec-11 Dec-12 Dec-13F Dec-14F

Revenue growth (%) 0.0 84.9 5.6 73.5 35.4

Operating profit growth (%) 0.0 306.4 (15.1) 112.7 26.2

Net profit growth (%) 0.0 186.4 57.7 78.9 32.9

EPS growth (%) 0.0 90.9 57.7 78.9 32.9

Bv per share growth (%) 0.0 91.4 561.9 20.4 22.5

Operating margin (%) 9.6 21.2 17.0 20.9 19.5

Net profit margin (%) 7.3 11.4 16.9 17.5 17.2

Return on average assets (%) 0.0 6.5 7.6 10.6 12.7

Return on average equity (%) 0.0 62.7 19.8 18.5 20.2

Net debt to equity (%) 1084.6 531.0 64.0 45.7 26.8

Recurrent cash flow per share 0.03 0.01 (0.01) 0.02 0.03
 

Source: Company data, RHB estimates 
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SWOT Analysis 
 

 Has a strong presence in East Malaysia 

 A Smart Partner of Maxis 

  Growing trend 
of network 
sharing 

 The potential 
formation of a 
business trust 

 Red tape and 
protocols may 
hinder the set-
up of 
infrastructure 
assets 

    

 Rollout of LTE 
services 

 More USP 
fund projects 
are 
concentrated 
in East 
Malaysia 

   

    

  A lack of opportunities to diversify its customer base 

 Too reliant on key personnel 
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Company Profile 
Instacom Group is an end-to-end solutions provider for the telecommunications industry. The company has a strong foothold in East 
Malaysia and its core competencies revolve around network planning, design, optimisation, deployment and maintenance services. 
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RHB Guide to Investment Ratings 
 
Buy: Share price may exceed 10% over the next 12 months 
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain 
Neutral: Share price may fall within the range of +/- 10% over the next 12 months  
Take Profit: Target price has been attained. Look to accumulate at lower levels 
Sell: Share price may fall by more than 10% over the next 12 months 
Not Rated: Stock is not within regular research coverage 
 
 
Disclosure & Disclaimer 
 
All research is based on material compiled from data considered to be reliable at the time of writing, but RHB does not make any representation or 
warranty, express or implied, as to its accuracy, completeness or correctness. No part of this report is to be construed as an offer or solicitation of an offer 
to transact any securities or financial instruments whether referred to herein or otherwise. This report is general in nature and has been prepared for 
information purposes only. It is intended for circulation to the clients of RHB and its related companies. Any recommendation contained in this report does 
not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This report is for the 
information of addressees only and is not to be taken in substitution for the exercise of judgment by addressees, who should obtain separate legal or 
financial advice to independently evaluate the particular investments and strategies. 
 
RHB, its affiliates and related companies, their respective directors, associates, connected parties and/or employees may own or have positions in 
securities of the company(ies) covered in this research report or any securities related thereto, and may from time to time add to, or dispose off, or may be 
materially interested in any such securities. Further, RHB, its affiliates and related companies do and seek to do business with the company(ies) covered 
in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities of such company(ies), 
may sell them or buy them from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory or 
underwriting services for or relating to such company(ies), as well as solicit such investment, advisory or other services from any entity mentioned in this 
research report. 
 
RHB and its employees and/or agents do not accept any liability, be it directly, indirectly or consequential losses, loss of profits or damages that may arise 
from any reliance  based on this report or further communication given in relation to this report, including where such losses, loss of profits or damages  
are alleged to have arisen due to the contents of such report or communication being perceived as defamatory in nature. 
 
The term “RHB” shall denote where applicable, the relevant entity distributing the report in the particular jurisdiction mentioned specifically herein below 
and shall refer to RHB Research Institute Sdn Bhd, its holding company, affiliates, subsidiaries and related companies. 
 
 
All Rights Reserved. This report is for the use of intended recipients only and may not be reproduced, distributed or published for any purpose without prior 
consent of RHB and RHB accepts no liability whatsoever for the actions of third parties in this respect. 
 
Malaysia 
 
This report is published and distributed in Malaysia by RHB Research Institute Sdn Bhd (233327-M), Level 11, Tower One, RHB Centre, Jalan Tun Razak, 
50400 Kuala Lumpur, a wholly-owned subsidiary of RHB Investment Bank Berhad (RHBIB), which in turn is a wholly-owned subsidiary of RHB Capital 
Berhad. 
 
Singapore 
 
This report is published and distributed in Singapore by DMG & Partners Research Pte Ltd (Reg. No. 200808705N), a wholly-owned subsidiary of DMG & 
Partners Securities Pte Ltd, a joint venture between Deutsche Asia Pacific Holdings Pte Ltd (a subsidiary of Deutsche Bank Group) and OSK Investment 
Bank Berhad, Malaysia which have since merged into RHB Investment Bank Berhad (the merged entity is referred to as “RHBIB”, which in turn is a wholly-
owned subsidiary of RHB Capital Berhad). DMG & Partners Securities Pte Ltd is a Member of the Singapore Exchange Securities Trading Limited. DMG & 
Partners Securities Pte Ltd may have received compensation from the company covered in this report for its corporate finance or its dealing activities; this 
report is therefore classified as a non-independent report. 
 
As of 27 September 2013, DMG & Partners Securities Pte Ltd and its subsidiaries, including DMG & Partners Research Pte Ltd, do not have proprietary 
positions in the securities covered in this report, except for: 
a)  -  
 
As of 27 September 2013, none of the analysts who covered the securities in this report has an interest in such securities, except for: 
a)  -  
 
 
Special Distribution by RHB 
 
Where the research report is produced by an RHB entity (excluding DMG & Partners Research Pte Ltd) and distributed in Singapore, it is only distributed 
to "Institutional Investors", "Expert Investors" or "Accredited Investors" as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not 
an "Institutional Investor", "Expert Investor" or "Accredited Investor", this research report is not intended for you and you should disregard this research 
report in its entirety. In respect of any matters arising from, or in connection with this research report, you are to contact our Singapore Office, DMG & 
Partners Securities Pte Ltd. 
 
Hong Kong 
 
This report is published and distributed in Hong Kong by RHB OSK Securities Hong Kong Limited (“RHBSHK”) (formerly known as OSK Securities Hong 
Kong Limited), a subsidiary of OSK Investment Bank Berhad, Malaysia which have since merged into RHB Investment Bank Berhad (the merged entity is 
referred to as “RHBIB”), which in turn is a wholly-owned subsidiary of RHB Capital Berhad. 
 
RHBSHK, RHBIB and/or other affiliates may beneficially own a total of 1% or more of any class of common equity securities of the subject company. 
RHBSHK, RHBIB and/or other affiliates may, within the past 12 months, have received compensation and/or within the next 3 months seek to obtain 
compensation for investment banking services from the subject company. 
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Risk Disclosure Statements 
 
The prices of securities fluctuate, sometimes dramatically. The price of a security may move up or down, and may become valueless. It is as likely that 
losses will be incurred rather than profit made as a result of buying and selling securities. Past performance is not a guide to future performance. RHBSHK 
does not maintain a predetermined schedule for publication of research and will not necessarily update this report 
 
Indonesia 
 
This report is published and distributed in Indonesia by PT RHB OSK Securities Indonesia (formerly known as PT OSK Nusadana Securities Indonesia), a 
subsidiary of OSK Investment Bank Berhad, Malaysia, which have since merged into RHB Investment Bank Berhad, which in turn is a wholly-owned 
subsidiary of RHB Capital Berhad. 
 
Thailand 
 
This report is published and distributed in Thailand by RHB OSK Securities (Thailand) PCL (formerly known as OSK Securities (Thailand) PCL), a 
subsidiary of OSK Investment Bank Berhad, Malaysia, which have since merged into RHB Investment Bank Berhad, which in turn is a wholly-owned 
subsidiary of RHB Capital Berhad. 
 
Other Jurisdictions 
 
In any other jurisdictions, this report is intended to be distributed to qualified, accredited and professional investors, in compliance with the law and 
regulations of the jurisdictions. 
 
 
DMG & Partners Research Guide to Investment Ratings 
 
Buy: Share price may exceed 10% over the next 12 months 
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain 
Neutral: Share price may fall within the range of +/- 10% over the next 12 months  
Take Profit: Target price has been attained. Look to accumulate at lower levels 
Sell: Share price may fall by more than 10% over the next 12 months 
Not Rated: Stock is not within regular research coverage 
 
 
DISCLAIMERS 
 
This research is issued by DMG & Partners Research Pte Ltd and it is for general distribution only. It does not have any regard to the specific investment 
objectives, financial situation and particular needs of any specific recipient of this research report. You should independently evaluate particular 
investments and consult an independent financial adviser before making any investments or entering into any transaction in relation to any securities or 
investment instruments mentioned in this report. 
 
The information contained herein has been obtained from sources we believed to be reliable but we do not make any representation or warranty nor 
accept any responsibility or liability as to its accuracy, completeness or correctness. Opinions and views expressed in this report are subject to change 
without notice. 
 
This report does not constitute or form part of any offer or solicitation of any offer to buy or sell any securities.   
 
DMG & Partners Research Pte Ltd is a wholly-owned subsidiary of DMG & Partners Securities Pte Ltd, a joint venture between OSK Investment Bank 
Berhad, Malaysia which have since merged into RHB Investment Bank Berhad (the merged entity is referred to as “RHBIB” which in turn is a wholly-
owned subsidiary of RHB Capital Berhad) and Deutsche Asia Pacific Holdings Pte Ltd (a subsidiary of Deutsche Bank Group). DMG & Partners Securities 
Pte Ltd is a Member of the Singapore Exchange Securities Trading Limited. 
 
DMG & Partners Securities Pte Ltd and their associates, directors, and/or employees may have positions in, and may effect transactions in the securities 
covered in the report, and may also perform or seek to perform broking and other corporate finance related services for the corporations whose securities 
are covered in the report. This report is therefore classified as a non-independent report. 
 
As of 27 September 2013, DMG & Partners Securities Pte Ltd and its subsidiaries, including DMG & Partners Research Pte Ltd, do not have proprietary 
positions in the subject companies, except for: 
a)  -  
 
As of 27 September 2013, none of the analysts who covered the stock in this report has an interest in the subject companies covered in this report, except 
for: 
a)  -  
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