
 
Price  RM1.57 
Fair Value RM1.70 
52-week High/Low RM1.89/RM1.01 
 
Key Changes  
Fair value  
EPS  
 
YE to Jun FY16 FY17F FY18F FY19F 
      
Revenue (RM mil)  241.8  253.0  296.8  386.6 
Core net profit (RM mil)  24.3  22.1  30.2  43.9 
FD Core EPS (sen)  6.3  5.7  7.8  11.3 
FD Core EPS growth (%) (29.1) (9.0)  36.2  45.6 
Consensus Net Profit (RM mil) - - - - 
DPS (sen)  1.6  2.4  2.6  3.4 
PE (x)  25.2  27.7  20.3  14.0 
EV/EBITDA (x)  15.1  16.3  12.2  8.1 
Div yield (%)  1.0  1.5  1.6  2.2 
ROE (%)  21.0  13.7  17.0  21.6 
Net Gearing (%) nm nm nm nm 
     
 

Stock and Financial Data  
 
Shares Outstanding (million) 388.0 
Market Cap (RMmil) 613.0 
Book Value (RM/share) 0.40 
P/BV (x) 4.0 
ROE (%) 21.0 
Net Gearing (%) - 
  
Major Shareholders James Lim(61.4%) 

Kenanga Unit Trust(3.8%) 
Kenanga Growth Fund(3.6%) 

Free Float 32.2 
Avg Daily Value (RMmil) 1.3 
 
Price performance 3mth 6mth 12mth 
    
Absolute (%) (3.7) 21.5 50.5 
Relative (%) (5.2) 15.3 40.6 
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Proxy to rising adoption of Bluetooth  
10 July 2017 HOLD

Lavis Chong 
chong-guang-wei@ambankgroup.com 
03-2036 2291 

(Initiation)

Rationale for report: Initiation 

 

Investment Highlights 

 We initiate coverage on Salutica with a HOLD 
recommendation and a fair value of RM1.70/share. Our 
fair value is based on FY19F PE of 15x.  

 Our P/E multiple is slightly higher than the peer average 
of 13x as we think Salutica deserves scarcity premium 
for being the only listed Bluetooth player in Malaysia.  

 Salutica is an electronics manufacturing services (EMS) 
company, primarily specialised in Bluetooth devices 
such as stereo headsets. Salutica works with some of 
the most prominent players in the wireless headphone 
market including Plantronics, Jaybird and Sony.  

 We forecast Salutica's PATAMI to grow from RM24mil in 
FY16 to RM44mil in FY19F, representing a 3-year CAGR 
of 22%. This is premised on:  

i) accelerated uptake of wireless Bluetooth earphones 
sparked by the removal of headphone jacks by smartphone 
makers and the availability of near-field communication 
(NFC) technology that enables quick and automatic pairing;  

ii) pickup in AirBar orders as consumers upgrade to 
Windows 8 or 10;  

iii) replacements of expensive touchscreen solutions such 
as capacitive with Neonode's zForce technology, which 
could potentially bring manufacturing jobs to Salutica; and 

iv) rising adoption of Salutica's TPMS products (FOBO) by 
logistic companies, especially those with trucks, to ensure 
the safety of drivers.   

 One of Salutica's major customers will be rolling out a 
new headphone model in the third quarter of CY17. We 
expect this to drive capacity expansion from 14mil units 
p.a. in FY16 to 23mil in FY19F to support the production 
of the new model as well as other existing products. 
From this, headset revenue is expected to register a 
steady CAGR of 10% from FY16-FY20F.  

 All-in, while prospects are bright for Salutica, 
valuations appear uncompelling. Salutica currently 
trades at a CY18F PE of 17x, while VS Industry, SKP 
Resources and PIE Industrial are trading at 12x, 11x and 
12x respectively. Salutica maintains a minimum 
dividend payout ratio of 30%. For FY18F-FY19F, 
dividend yield is forecast at 1.6-2.1% annually. 

 

 

Company report 

mailto:chong-guang-wei@ambankgroup.com
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INITIATING COVERAGE WITH A HOLD AND FV 
OF RM1.70 

We initiate coverage on Salutica with a HOLD 
recommendation and a fair value of RM1.70/share. Our fair 
value is based on FY19F PE of 15x.  

Our P/E multiple is slightly higher than the peer average of 
13x as we think Salutica deserves scarcity premium for 
being the only listed Bluetooth player in Malaysia.  

We forecast Salutica's PATAMI to grow from RM24mil in 
FY16 to RM44mil in FY19F, representing a 3-year CAGR 
of 22%. This is premised on:  

i) accelerated uptake of wireless Bluetooth earphones 
sparked by the removal of headphone jacks by smartphone 
makers and the availability of near-field communication 
(NFC) technology that enables quick and automatic pairing;  

ii) pickup in AirBar orders as consumers upgrade to 
Windows 8 or 10;  

iii) replacements of expensive touchscreen solutions such 
as capacitive with Neonode's zForce technology, which 
could potentially bring manufacturing jobs to Salutica; and 

iv) rising adoption of Salutica's TPMS products (FOBO) by 
logistic companies, especially those with trucks, to ensure 
the safety of drivers.   

 
 

BUSINESS BACKGROUND 

Salutica is an electronics manufacturing services (EMS) 
company, primarily specialised in Bluetooth devices such 
as stereo headsets. The company commenced operations 
in 1990 as an original equipment manufacturer (OEM) 
engaged in the manufacture of precision plastic parts and 
electronics components for the semiconductor industry.  

 

 

The company then evolved into a vertically integrated 
manufacturer with capabilities ranging from product design 

and development to prototyping (testing), commissioning, 
manufacturing and assembly.  

Salutica has a workforce of 1,038 employees as at 30 June 
2016. Its manufacturing plant is based in Ipoh, Perak, with 
a built-up area of approximately 30,318 square metres.  

The company also manufactures and markets in-house 
tyre pressure monitoring system (TPMS) products under 
the brand name FOBO (For Our Better wOrld).  

 

EXPERIENCED MANAGEMENT TEAM 

James Lim is at the helm of Salutica as the MD/CEO. He 
holds a degree in Electrical Engineering from the University 
of Malaya. Prior to joining Salutica, Lim had worked in 
several well-known technology companies including ASEA 
AB, General Electric Malaysia Appliance Components, 
Maxtor Corporation, Applied Magnetics, Crest Ultrasonics, 
Seagate Technology and Knowles Electronics.  

In 2004, he joined Salutica Allied as the CEO and set up 
the research and development team focusing on Bluetooth 
technology as well as other wireless, touchscreen and 
light-guide technologies. In 2013, Lim led a management 
buyout to acquire the remaining equity interest of Salutica 
Allied from Balda AG Group, after which he remained as 
the CEO of Salutica Allied.  

From our numerous interactions with Lim, we reckon that 
he is an enterprising CEO with a long-term vision for the 
company. Salutica's in-house brand, FOBO, has its roots in 
Lim's commitment to creating a better world by offering 
integrated electronics that bring convenience to daily life. 
Coupled with his extensive experience in the electronics 
industry, we are positive that the company will grow from 
strength to strength over time. Lim's high ownership 
(>60%) in the company signifies his confidence in the 
company. 

  

EXHIBIT 1: KEY SENIOR MANAGEMENT PERSONNEL 

 
Source: AmInvestment Bank Bhd, Company 

 

Name Position (years with company) Remarks
James Lim MD/CEO 
Chan Shook Ling CFO Holds ACCA; 18 years with Salutica
Chin Seen Choon COO More than 20 years of experience in the E&E industry
Ho Keat Soong Chief Supply Chain Officer Holds MBA; more than 24 years of experience in supply chain management
Goh Bee Chin Chief Administrative Officer Holds MBA; more than 26 years of experience in HR and administrative management
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EXHIBIT 2: VERTICALLY INTEGRATED 

 
Source: AmInvestment Bank Bhd, Company 

 

EXHIBIT 3: KEY MILESTONES 

 
Source: AmInvestment Bank Bhd, Company 



Salutica   
 

AmInvestment Bank Bhd 4 

KEY CUSTOMERS 

 Leveraging customers' brand success in 
headphones 

Salutica works with some of the most prominent players in 
the wireless headphone market including Plantronics, 
Jaybird and Sony. Cumulatively, we estimate that these 
customers contributed over 80% of FY16 revenue.  

From our checks, the three brands often occupy the top 
spots on "the best wireless earphone" lists (see Exhibit 4). 
This bodes well for Salutica as it will be able to tap into its 
partners' continued success in penetrating the wireless 
earphone market. 

 

EXHIBIT 4: REVENUE BREAKDOWN BY CUSTOMER IN 
7MFY16 

 
Source: Company, AmInvestment Bank Bhd estimates 

 

EXHIBIT 5: SALUTICA'S CUSTOMERS 

Source: Company  

 

INDUSTRY ANALYSIS 

 Riding on off-take of wireless earphones 

Bluetooth functionality is prevalent in various devices such 
as smartphones, computers, tablets, earphones and many 
other peripheral devices. Although Bluetooth earphones 
are no longer a novelty, recent developments have  given a 
boost to the pervasiveness of their adoption: 

1. According to Future Market Insights, waterproof and 
washable earphone debuted in 2014. This feature is 
targeted at the sports segment as it makes such 
earphones suitable for wear during exercise. 

 
2. There is an increasing number of near-field 

communication (NFC) enabled earphones that allow 
quick and automatic pairing by touching two devices 
together. This eliminates the much-discussed fuss in 
steps required to pair Bluetooth devices. 

 
3. Better battery technology has improved talk time and 

battery size. According to Microsoft Window, about 15 
years ago, Bluetooth headsets used to offer barely 
more than 15 minutes of talk time. Today, many 
earphones are capable of handling 6-9 hours of talk 
time. Apart from talk time, miniaturised battery has 
allowed for more stylish designs (see Exhibit 5). 

In light of the significant improvements mentioned above, 
we are confident that consumers will be more inclined to 
switch from wired products to wireless. Research 
conducted by Future Market Insights concurs with our view, 
forecasting that wireless earphones/headphones would 
make up about half of the total market value of global 
earphone/headphone by 2025 from only 31% in 2014 (see 
Exhibit 6). 

Recently, Apple has taken a bold move to remove the 
3.5mm headphone jack in its iPhone 7 to reduce the 
thickness of the phone. We believe this could spur a trend 
of a rapid switch from wired earphones to wireless ones. In 
view of this, other smartphone makers may follow suit in 
removing the headphone jack in order to save costs of 
phone assembly, reduce thickness and promote sales of 
new Bluetooth accessories. 

 

 
 
 

EXHIBIT 6: WIRELESS EARPHONES' RANKINGS ON THE INTERNET 

 
Source: AmInvestment Bank Bhd, various websites 

 

techradar.com cnet.com expertreviews.co.uk TopTenReviews.com Independent.co.uk
Jaybird 1st 3rd NA 2nd 7th
Plantronics 10th 5th 10th 4th NA
Sony NA 13th 5th NA 6th

Website
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EXHIBIT 7: MINIATURISATION OF BLUETOOTH EARPHONE 

Source: AmInvestment Bank Bhd, Google images 

 

EXHIBIT 8: WIRED VS. WIRELESS EARPHONES (SHARE OF 
MARKET VALUE) 

Source: Future Market Insights 

 

 Introduction of Bluetooth 5.0 to broaden 
applications  

The Bluetooth Special Interest Group officially launched 
Bluetooth 5.0 in Dec 2016. Salient upgrades in the 
technology include 4x range, 2x speed and 8x 
broadcasting capacity. The release of the technology is 
timely, coinciding with the rapid rise of Internet of Things 
(IoT). Specifically, the upgrades would increase the 
feasibility of using Bluetooth in various applications such as 
smart home and industrial automation systems.  

Bluetooth technology is ubiquitous and should remain 
relevant for the foreseeable future due to its low power 
consumption and establishment in the market. With 
connectivity being a key capability in IoT applications, the 
growth of Bluetooth device shipments appears promising.  

From FY16-FY20F, we expect global Bluetooth device 
shipments to grow at a sturdy CAGR of 15%, underpinned 
by a rising uptake of wireless computer peripherals and 
Bluetooth-enabled sensors used in automobiles and home 
appliances.  

 

 Exciting new model to be launched by key 
customer 

One of Salutica's major customers will be rolling out a new 
headphone model in the third quarter of CY17. The group's 

surface mount technology (SMT) lines had a total output 
capacity of 14mil units p.a. as of FY16. Judging from 
Salutica's capex, we estimate that the annual capacity has 
been increased to 15mil units in FY17F. 

In anticipation of the new model, we estimate that the total 
annual capacity would need to be increased to 20mil in 
FY18F and 23mil in FY19F to support the production of the 
new model as well as other existing products.  

Assuming a 60% utilisation rate in FY18F and 70% in 
FY19F, we have forecasted headset revenue to grow from 
RM227mil in FY17F to RM247mil in FY18F and RM299mil 
in FY19F. The forecasts translate into a steady CAGR of 
10% from FY16-FY20F. We believe this is conservative 
considering the bright growth prospects offered by the 
industry. 

PROSPECTS OF NEONODE'S AIRBAR 

On 13 October 2016, Neonode disclosed that the end-
assembly, testing and packaging processes of zForce AIR 
modules – used in AirBar – were assigned to Salutica's 
wholly-owned Salutica Allied Solutions.  

Salutica is responsible for assembling the electronic 
modules together with cosmetic parts to create a finished 
AirBar product. The final product is subsequently packaged 
and shipped to Neonode's distribution partners worldwide. 

Currently, we understand that the production line is still 
based in Sweden where necessary machineries and 
equipment are supplied to Salutica on a consignment 
basis. Salutica is appointed as the process owner of the 
Sweden production line to run small-scale manufacturing 
processes of AirBar.  

Management has said that the company plans to invest 
RM14mil to install a production line for the mass production 
of zForce modules. The installation of the new facility, 
which will be housed in its existing Ipoh plant, is targeted to 
commence in early 2018. 

 How AirBar enables instant touch functionalities  

AirBar is a device created by Neonode that converts a 
static screen into a touchscreen instantly (no configuration 
needed) through a USB port. The device uses Neonode’s 
patented optical touch technology called zForce AIR 
(zForce).  

AirBar works by emitting multiple beams of invisible light 
that form a grid across a screen, and identifies the precise 
coordinate of a touch by detecting which particular rays 
were interrupted (see Exhibit 7).  

The signal is subsequently sent back to the 
laptop/computer in use for processing and actions. Users 
of AirBar could use the product for swiping, zooming, 
scrolling and even sketching on a drawing software. 
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EXHIBIT 9: NEONODE’S PATENTED ZFORCE AIR™ 
TECHNOLOGY 

Source: Aishish Kumar’s presentation on SlideShare 

 

EXHIBIT 10: AIRBAR 

Source: thegadgetflow 

 

 Demand to accelerate as consumers upgrade to 
Windows 8 and 10 

AirBar was introduced just before the start of 2016. Thus 
far, the uptake of the device still appears underwhelming. 
We reckon this is because the device is compatible with 
Windows 8 and 10, which remain underpenetrated. 

According to NetMarketShare, Windows XP and 7 
combined still commanded a 55% market share as of May 
2017, while Windows 8, 8.1 and 10 collectively made up a 
mere 35%. Therefore, gradual upgrades from the older 
operating systems (OS) to the latest versions will be a key 
demand driver.  

EXHIBIT 11: OS MARKET SHARE 

Source: NetMarketShare 

 

 New 13.3” AirBar for MacBook Air to entice 
multimedia designers 

Neonode also launched AirBar for MacBook Air 13.3" in 
Jan 2017. The product is selling on Amazon for US$69. 
Based on our checks, digital artists or multimedia 
designers tend to prefer Mac OS.  

Given AirBar’s precision in touch detection, the technology 
could come in handy for drawing/sketching purposes. 
zForce has a touch resolution of 250 dots per inch (dpi), 
allowing thin objects such as a pen or stylus to be 
readable. 

Hence, we believe making the product compatible with 
13.3” screens would drive orders of AirBars and 
consequently, Salutica’s manufacturing revenue. 

 

 AirBar’s underlying technology (zForce) to replace 
expensive capacitive touchscreens 

Currently, one of the most common solutions for touch 
screen is capacitive, which is expensive and battery 
draining. zForce solves both the problems by being a low-
power and cheaper alternative to capacitive.  

Therefore, we reckon that the technology has a great 
likelihood of replacing capacitive for some applications. 
Examples include infotainment systems in cars, printers’ 
touchscreen, television displays and other mobile gadgets.  

Presently, Salutica is the sole OEM of AirBar. This 
demonstrates Salutica’s solid relationship with Neonode. In 
essence, this means that if the technology is adopted for a 
new application, Salutica could benefit from larger orders of 
zForce sensor modules. 
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EXHIBIT 12: TOUCHSCREEN TECHNOLOGY COMPARISON 

Source: Aishish Kumar’s presentation on SlideShare 

 

 zForce modules to make up about one-sixth of 
group turnover 

Management expects to produce 1 million zForce modules 
for Neonode in CY18F. In our view, this is achievable as 1 
million units represent less than 1% of annual laptop 
shipments. Data compiled by Statistia shows that annual 
laptop shipments were consistently above 150mil since 
2010. This indicates an ample room for growth in the 
segment. Besides, the technology’s applications are not 
limited to laptop screens.  

However, to be conservative, we are forecasting 800K in 
unit sales of zForce modules in FY18F. Assuming Salutica 
charges 10% of the retail price of AirBars, which are mostly 
selling at US$69, 800K units would bring about US$5.2mil 
in revenue to Salutica. This translates into RM22mil, using 
our USD/MYR rate assumption of 4.45 for FY18F.  

We expect the company to ramp up production to 2mil 
units in FY19F as applications other than laptops' 
touchscreen adopt the technology. We note that 
management is already working closely with the customer 
for this. With 2mil units of production, and assuming a 10% 
ASP erosion, the segment is expected to record sales of 
RM60mil in FY19F. These translate into 7% of the group's 
turnover in FY18F and 16% in FY19F. 

 

 

 

 

 

 

 

 

 

IN-HOUSE PRODUCTS 

 TPMS created For Our Better wOrld 

Salutica also manufactures and markets in-house tyre 
pressure monitoring system (TPMS) products under the 
brand name FOBO. FOBO covers a broad range of vehicle 
types, including light vehicles, motorbikes, bicycles, lorries, 
trucks and vans. 

The purpose of TPMS is to keep drivers vigilant on the 
pressure level of a vehicle's tyres. It warns drivers when 
one or more tyres are underinflated, which is an unsafe 
driving condition.  

FOBO Bike, designed for motorcycles and bicycles, is the 
best-selling FOBO product accounting for 50% of FOBO 
segment sales in FY16.  

Salutica recently launched FOBO Ultra for heavy vehicles 
that monitors pressure levels up to 1296kPa (188psi). The 
product's target segments are public transportations 
(buses) and logistic companies with trucks. The product 
has received warm response since the launch. It is now 
being installed progressively on 150 MRT Feeder Buses. 

We understand that management is already in talks with 
Prasarana Malaysia to retrofit old Rapid KL buses with 
FOBO Ultra. We estimate that there could potentially be 
400-500 fleets for installation. FOBO Ultra is selling at 
about RM1,280 for each set. The product is expected to 
make up about 17% of FY17F FOBO segment sales. 

However, we note that contribution from FOBO segment 
remains minimal at 1-2%. 

 

 New sensor product in the pipeline 

Salutica is also exploring potential investment opportunities 
in electronics for healthcare, such as blood pressure 
sensor and glucose monitor for home usage. Management 
said that the first product is most likely to be a blood 
pressure sensor.  

If successful, this could provide a new revenue stream to 
the company and reduce its reliance on manufacturing 
revenue from external brands. However, the product’s 
development is still in preliminary stages and it may only be 
launched in 2019.  
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FINANCIALS 

 Earnings to enjoy 22% CAGR from FY16-FY19F 

All factors considered, we forecast Salutica's PATAMI to 
grow from RM24mil in FY16 to RM44mil in FY19F, 
representing a 3-year CAGR of 22%. This is premised on:  

i) accelerated uptake of wireless Bluetooth earphones 
sparked by the removal of headphone jacks by smartphone 
makers and the availability of near-field communication 
(NFC) technology that enables quick and automatic pairing;  

ii) pickup in AirBar orders as consumers upgrade to 
Windows 8 or 10;  

iii) replacements of expensive touchscreen solutions such 
as capacitive with Neonode's zForce technology, which 
could potentially bring manufacturing jobs to Salutica; and 

iv) rising adoption of Salutica's TPMS products (FOBO) by 
logistic companies, especially those with trucks, to ensure 
the safety of drivers.   

 

EXHIBIT 13: FY18F REVENUE BREAKDOWN BY PRODUCTS 

Source: AmInvestment Bank Bhd estimates, Company 

 

 

 Pre-tax margin to be supported by economies of 
scale 

We expect pre-tax margin to remain stable over the next 
three years at 14-15%.  

Raw material cost made up 76% of Salutica's total 
operating cost. Prices of the company's raw materials 
typically fluctuate 3-5% every year. Nonetheless, we have 
assumed a flat gross margin (GM) of 69% for FY17F-
FY19F given that Salutica practises cost-plus pricing. 
Management has said that the pricing of its services would 
only be lowered if customers increase their order quantity. 
In other words, management would only make sacrifices to 
its GM if PAT margin is not compromised. 

Direct labour cost is expected to rise 6% on average each 
year as the Ministry of Human Resources gradually 
increases the minimum wage and when the newly 
introduced Employer Mandatory Commitment (EMC) 
comes into effect in 2018, requiring employers to pay levies 
of between RM1,500 and RM2,500 per year for each 
foreign worker. Thankfully, we note that Salutica's direct 
labour cost only made up circa 5% of FY16's total 
operating cost, and only 72% of its direct labour are foreign 
workers. In addition, our revenue growth projections of 5-
30% over the next three years outpace the rising cost of 
labour. 

EXHIBIT 14: FY16 COST BREAKDOWN 

 
Source: AmInvestment Bank Bhd, Company 

 

EXHIBIT 15: 7MFY16 RAW MATERIAL COST BREAKDOWN 

 
Source: AmInvestment Bank Bhd, Company 

 

 Healthy balance sheet with net cash position 

As of 31 March 2017, Salutica was in a net cash position of 
RM45mil, which represents 24% of its total assets. This 
means that the company would be able to finance its 
budgeted capex of RM25mil/RM10mil in FY18F/FY19F.  

The strong financial standing also supports the company's 
ability to pay annual dividends of RM9mil-RM12mil from 
FY17F-FY19F. 
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 Rewarding investors with 30% minimum payout  

Management advised that the company would maintain a 
minimum payout ratio of 30% going forward, subject to the 
company’s financial health and profitability. For FY17F, 
Salutica has already distributed 42% of its net profit, 
rewarding investors with a 1.5% dividend yield.  

For FY18F-FY19F, we have assumed a payout ratio of 
~30%. This translates into an expected dividend yield of 
1.6-2.1% annually.  

 

VALUATION 

We value Salutica at RM1.70/share based on FY19F PE of 
15x. Our P/E multiple is slightly higher than the peer 
average of 13x as we think Salutica deserves scarcity 
premium for being the only listed Bluetooth player in 
Malaysia.  

Our fair value is also justified by its future free cash flows to 
equity (FCFE). Assuming a discount rate of 11% and a 
terminal P/E multiple of 15x, the DCF-derived fair value is 
RM1.70 (see Exhibit 14).  

 

EXHIBIT 16: WHAT-IF ANALYSIS ON FAIR VALUE 

 
Source: AmInvestment Bank Bhd, Company 

 

 

 

 

 

 

 

 

 

 

 

 

 

KEY RISKS 

 Customer concentration 

In FY16, we estimate that two of Salutica’s largest clients, 
Plantronics and Jaybird, contributed more than 80% of its 
revenue. Therefore, any loss of jobs from these customers 
could have a significant adverse impact on the company’s 
earnings.  

However, we believe the risk is unlikely to materialise, as 
Salutica has established a strong relationship (5-6 years) 
with the two customers. 

 Rising costs of direct labour 

Salutica has a workforce of 1,038 employees as at 30 June 
2016, of which about 820 are direct labour and 
approximately 590 (72% of direct labour) are foreign 
workers. This predisposes the company to risks of 
excessive overheads due to rising minimum wage rates.  

In addition, employers will be required to pay levies of 
between RM1,500 and RM2,500 per year for each foreign 
worker when the newly introduced Employer Mandatory 
Commitment (EMC) comes into effect in 2018. This would 
also increase the group's direct labour expenses. 

Fortunately, we note that Salutica's direct labour cost only 
made up circa 5% of FY16's total operating cost. In 
addition, our revenue growth projections of 5-30% over the 
next three years outpace the rising cost of labour. 

 Depreciation of USD hurts earnings 

As Salutica's revenue is primarily denominated (>95%) in 
the USD, depreciation of the currency would negatively 
affect the company's earnings. However, we note that 
about 65% of revenue has a natural hedge against the 
currency because most raw materials are procured in USD. 

Based on our sensitivity analysis, a 5% appreciation in the 
USD against the MYR would increase the group's net profit 
by 16%. The company normally hedges 3-9 months 
forward. Currently, the company has locked in a USD/MYR 
rate of 4.30 for the next 6 months. 

  

13 14 15 16 17
9% 1.66 1.76 1.86 1.96 2.06

10% 1.60 1.69 1.78 1.88 1.97
11% 1.52 1.61 1.70 1.79 1.88
12% 1.47 1.56 1.64 1.73 1.82
13% 1.42 1.50 1.58 1.66 1.74

Terminal PE ratio at Year 5 (FY21F)

Discount 
rate 

(WACC)
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EXHIBIT 17: PEER COMPARISON 

 
Source: AmInvestment Bank Bhd, Company 

EXHIBIT 18: PB BAND CHART   EXHIBIT 19: PE BAND CHART  

 

 

 

 Price  FV  Upside Mkt Cap

 (RM)  (RM)  (%) (RM mil) CY17 CY18 CY17 CY18 CY17 CY18 CY17 CY18 CY17 CY18 CY17 CY18

VS Industry Bhd BUY 2.07 2.30 11.1 2422.8 14.7 12.1 99.2 22.3 2.4 2.2 17.5 18.8 2.8 3.4 10.5 8.5
SKP Resources Bhd n.a. 1.34 n.a. n.a. 1657.2 13.3 11.0 26.3 21.0 3.2 2.8 27.8 28.7 3.1 4.6 8.2 7.0
PIE Industrial BHD n.a. 2.32 n.a. n.a. 891.0 13.6 12.2 78.9 11.8 2.1 1.9 15.8 15.9 3.4 3.8 15.0 7.6
Uchi Technologies Bhd n.a. 1.90 n.a. n.a. 829.8 14.1 13.9 0.7 1.5 3.0 2.9 25.0 22.3 6.7 7.0 10.7 10.3
Salutica Bhd HOLD 1.59 1.70 n.a. 616.9 23.6 16.7 0.6 41.6 3.5 3.0 15.3 19.3 1.6 1.9 14.2 10.2
Average 15.9 13.2 41.1 19.6 2.8 2.6 20.3 21.0 3.5 4.1 11.7 8.7

ROE (%) Net Dividend Yield (%) EV/EBITDA
Company Recomm.

P/E (x) EPS Growth 
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+1δ

Avg

-1δ

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

4.50

5.00

+1δ

Avg

-1δ

0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00



Salutica   
 

AmInvestment Bank Bhd 11 

  EXHIBIT 20: FINANCIAL DATA 
      
Income Statement (RMmil, YE 30 Jun) FY15 FY16 FY17F FY18F FY19F 
        
Revenue  192.5  241.8  253.0  296.8  386.6 
EBITDA   25.0  38.8  35.1  46.7  67.5 
Depreciation/Amortisation   (5.6) (6.3) (6.9) (9.1) (11.2) 
Operating income (EBIT)  19.3  32.5  28.2  37.6  56.3 
Other income & associates - - - - - 
Net interest  1.0  0.4  1.3  2.6  2.2 
Exceptional items - - - - - 
Pretax profit  20.3  32.9  29.5  40.2  58.6 
Taxation   7.1 (8.6) (7.4) (10.1) (14.6) 
Minorities/pref dividends  - - - - - 
Net profit  27.4  24.3  22.1  30.2  43.9 
Core net profit  27.4  24.3  22.1  30.2  43.9 
      
Balance Sheet (RMmil, YE 30 Jun) FY15 FY16 FY17F FY18F FY19F 
        
Fixed assets  38.9  40.1  43.9  59.8  58.7 
Intangible assets -  2.2  2.2  2.2  2.2 
Other long-term assets  8.5  0.3  0.3  0.3  0.3 
Total non-current assets  47.5  42.6  46.3  62.3  61.1 
Cash & equivalent  25.9  35.2  59.3  52.1  86.8 
Stock   15.6  34.3  26.7  32.4  42.2 
Trade debtors  16.1  24.4  21.2  24.8  32.4 
Other current assets  17.9  66.8  66.8  66.8  66.8 
Total current assets  75.4  160.7  174.0  176.2  228.2 
Trade creditors  18.7  33.5  28.0  33.9  44.2 
Short-term borrowings  6.5  4.4  9.9  5.4  11.0  
Other current liabilities  12.1  7.1  7.1  7.1  7.1 
Total current liabilities  37.4  44.9  44.9  46.4  62.3 
Long-term borrowings  9.4  3.4  7.6  4.2  8.5 
Other long-term liabilities - - - - - 
Total long-term liabilities  9.4  3.4  7.6  4.2  8.5 
Shareholders’ funds  76.2  155.0  167.8  187.9  218.6 
Minority interests - - - - - 
BV/share (RM)  0.25  0.40  0.43  0.48  0.56 
      
Cash Flow (RMmil, YE 30 Jun) FY15 FY16 FY17F FY18F FY19F 
        
Pretax profit  20.3  32.9  29.5  40.2  58.6 
Depreciation/Amortisation  5.6  6.3  6.9  9.1  11.2 
Net change in working capital  0.6 (18.2)  5.3 (3.4) (7.1) 
Others  (0.6) (4.4) (8.7) (12.6) (16.9) 
Cash flow from operations  26.0  16.6  33.0  33.2  45.8 
Capital expenditure (2.9) (4.3) (10.7) (25.0) (10.0) 
Net investments & sale of fixed assets  0.1 (72.1) - - - 
Others  (2.7)  24.8  1.6  2.7  2.3 
Cash flow from investing (5.5) (51.6) (9.1) (22.3) (7.7) 
Debt raised/(repaid) (5.6) (11.0)  9.7 (7.9)  9.8 
Equity raised/(repaid) -  62.4 - - - 
Dividends paid  - (4.0) (9.3) (10.1) (13.2) 
Others   (9.6) (3.2) (0.2) (0.1) (0.1) 
Cash flow from financing (15.2)  44.2  0.2 (18.0) (3.5) 
Net cash flow  5.2  9.3  24.1 (7.1)  34.6 
Net cash/(debt) b/f  20.7  25.9  35.2  59.3  52.1 
Net cash/(debt) c/f  25.9  35.2  59.3  52.1  86.8 
      
Key Ratios (YE 30 Jun) FY15 FY16 FY17F FY18F FY19F 
        
Revenue growth (%) (17.8)  25.6  4.6  17.3  30.3 
EBITDA growth (%) (12.2)  55.4 (9.5)  33.1  44.5 
Pretax margin (%)   10.5  13.6  11.7  13.6  15.1 
Net profit margin (%)  14.2   10.1  8.8  10.2  11.4 
Interest cover (x) nm nm nm nm nm 
Effective tax rate (%)  35.1  26.1  25.0  25.0  25.0 
Dividend payout (%) -  26.0  42.1  33.4  30.0 
Debtors turnover (days)  30  37  31  31  31 
Stock turnover (days)  8  15  11  13  16 
Creditors turnover (days)  9  15  12  14  17 
      

 

Source: Company, AmInvestment Bank Bhd estimates 
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DISCLOSURE AND DISCLAIMER 

This report is prepared for information purposes only and it is issued by AmInvestment Bank Berhad (“AmInvestment”) 
without regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, 
warranty, representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence 
any one to buy or sell any real estate, securities, stocks, foreign exchange, futures or investment products. AmInvestment 
recommends that you evaluate a particular investment or strategy based on your individual circumstances and objectives 
and/or seek financial, legal or other advice on the appropriateness of the particular investment or strategy. 

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at 
the time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair 
and reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they 
are accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this 
report constitute AmInvestment’s views as of this date and are subject to change without notice. Notwithstanding that, 
AmInvestment has no obligation to update its opinion or information in this report. Facts and views presented in this report 
may not reflect the views of or information known to other business units of AmInvestment’s affiliates and/or related 
corporations (collectively, “AmBank Group”).  

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or 
republished for any purpose without AmInvestment’s prior written consent. AmInvestment, AmBank Group and its respective 
directors, officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or 
consequential losses, loss of profits and/or damages arising from the use or reliance of this report and/or further 
communications given in relation to this report. Any such responsibility is hereby expressly disclaimed.  

AmInvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The 
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or 
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which 
may give rise to real or potential conflicts of interest.  

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you 
should have regard to the laws of the jurisdiction in which you are located. 

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to 
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer 
will not be affected. 

 


