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Key Changes

Fair value 0

EPS (1)

YE to Dec FY21  FY22F  FY23F  FY24F
Revenue (RM mil) 558.4 583.2 612.3 642.9
Core net profit (RM mil) 26.2 35.2 38.6 412
FD Core EPS (sen) 6.5 8.8 9.6 10.3
FD Core EPS growth (%) (37.8) 344 9.5 6.8
Consensus Net Profit (RM mil) - 34.1 36.8 40.9
DPS (sen) 2.2 4.4 4.8 5.1
PE (x) 124 9.2 8.4 7.9
EV/EBITDA (x) 2.4 1.8 15 1.2
Div yield (%) 2.7 5.4 5.9 6.3
ROE (%) 4.8 9.6 10.0 10.2
Net Gearing (%) nm nm nm nm
Stock and Financial Data

Shares Outstanding (million) 401.6

Market Cap (RM mil) 3253

Book Value (RM/share) 0.89

P/BV (x) 0.9

ROE (%)

Net Gearing (%)

Major Shareholders

48

Lantas Mutiara (20.4%)
Hartapac (12.0%)
Datuk Vivekananthan (10.8%)

Free Float 40.0
Avg Daily Value (RM mil) 0.2
Price performance 3mth 6mth 12mth
Absolute (%) 209 32.8 54.3
Relative (%) 249 431 64.0
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We maintain BUY on Deleum with a higher fair value of
RM1.02/share (from RMO0.90/share previously), pegged to a
rolled-forward FY23F PE of 11x. We also attach a 3% discount
to our ESG rating of 2 stars given that one of its core operations
remains blacklisted from Petronas’ tenders. Our valuation
multiple is based on the average Malaysian oil & gas operators’
CY23F PE.

We raise FY22-24F forecasts by 10-17% on higher profit
margin assumptions following an analyst briefing yesterday.
Here are the key takeaways:

>

In the power and machinery (P&M) segment, while Deleum
recorded a 1HFY22 decline of 15% YoY in sales of gas
turbine packages and after-sales support and services
(which accounted for 48% of group revenue) to RM110mil,
management remains optimistic on the long-term outlook
given the necessity for periodic maintenance to ensure
efficient performance of gas turbines.

Management further highlighted that despite the
considerable potential orders for maintenance services
from clients, it could not book in job awards due to delays
in finalising contractual terms. The number of gas turbines
operating in Malaysia is estimated to be 250-300 units,
which implies robust demand for recurring maintenance
services for these turbines.

The group’s slickline operations, accounting for 26% of
1HFY22 group revenue, remained busy with a
commendable utilisation rate of above 80%, underpinning
the strong revenue growth as well as the turnaround of the
oilfield services division in 2QFY22. Also, recall that the
group owns more than 50 units of slickline equipment and
is well-known as the largest service provider in Malaysia's
slickline subsector with more than 50% market share.

Given the elevated activity level on the back of higher oil
prices, Deleum is cautiously exploring opportunities to
further strengthen its market leadership in the slickline
subsector. To facilitate the expansion plan, we gather that
the group is planning to spend a significant amount of
capex on purchasing new equipment as well as upgrading
obsolete assets.

As at end-2QFY22, the outstanding order book was
relatively stable at RM355mil and tenders at RM507mil.
Over the short-to-medium term, the group foresees
elevated oil & gas activities alongside higher investment
expenditure from Petronas to further spur its job
replenishment rate.
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» While the P&M segment’s current order and tender books mostly comprise short-term maintenance jobs,
the group is in talks with clients to secure long-term services agreement with contract period of at least 2
years which would substantially boost earnings visibility.

» As for the integrated corrosion solutions division, which was impacted by Petronas’ suspension of licence
to participate in tenders since March 2021, the group reaffirms that all necessary initiatives have been put
in place and is confident of receiving positive responses from Petronas over the coming quarters.

® Deleum’s 2QFY22 net cash balance of RM188mil already represents 58% of its current market cap. Based on the
group’s earnings trajectory, we estimate that its cash balance will almost rival its current market cap by end-
FY24F.

® Deleum is currently trading at an unjustified FY23F PE of 8.4x, 24% below the sector average of 11x. Stripping
out the group’s net cash from the market cap, the stock trades at a bargain FY23F PE of only 4x while offering a
compelling dividend yield of 5.4%.

EXHIBIT 1: BREAKDOWN OF ORDER BOOK AND TENDER BOOK

Order book totaling RM354.59 million Tender book totaling RM506.53 million
as at 30 June 2022 as at 30 June 2022

ICS
RM 26.01
5%

P&M
RM 110.90 mil 0s

31% RM 146.34 mil
29%

0s
RM 220.69 mil
62%

ICS = Integrated Cormosion Solution
P&M = Power & Machinery
0S = Oilfield Services

Source: Company presentation
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EXHIBIT 2: PB BAND CHART EXHIBIT 3: PE BAND CHART
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EXHIBIT 4: ESG MATRIX
*

Overall

Zero-carbon inttiatives
Health & Safety Compliance
Shareholder accountability
Social responsibility
Pollution control

Supply chain auditing

L I . R D D S o
LD I . D D D o

Corruption-free pledge

Accessibility & transparency *

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on
fundamental fair value based on the overall ESG rating as appraised by us,
from 1-star to 5-star.

Source: Aminvestment Bank
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EXHIBIT 5: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY20 Fy21 FY22F FY23F FY24F
Revenue 587.4 558.4 583.2 612.3 642.9
EBITDA 935 66.7 78.7 83.0 86.4
Depreciation/Amortisation (37.2) (354) (35.9) (36.3) (36.7)
Operating income (EBIT) 56.4 31.3 42.8 46.7 49.7
Other income & associates 5.5 7.0 7.3 7.7 8.1
Net interest 0.1 11 1.4 1.6 19
Exceptional items (34.7) 9.1) - - -
Pretax profit 273 30.2 515 56.0 59.7
Taxation (12.0) (6.5) (9.3) (10.2) (10.7)
Minorities/pref dividends (7.9) 6.7) (7.0 (7.4) (7.8
Net profit 7.4 17.1 35.2 38.6 41.2
Core net profit 421 26.2 35.2 38.6 41.2
Balance Sheet (RMmil, YE 31 Dec) FY20 Fy21 FY22F FY23F FY24F
Fixed assets 154.3 134.5 135.9 137.2 138.6
Intangible assets 0.3 0.3 0.3 0.3 0.2
Other long-term assets 67.5 61.1 66.4 72.0 778
Total non-current assets 222.1 195.9 202.6 209.5 216.6
Cash & equivalent 219.6 192.7 215.2 234.1 254.4
Stock 30.4 32.0 33.2 34.9 36.6
Trade debtors 158.7 164.6 169.1 177.6 186.5
Other current assets 17.7 23.7 24.2 24.7 25.2
Total current assets 426.4 413.0 441.7 4713 502.7
Trade creditors 173.2 148.5 157.5 165.3 173.6
Short-term borrowings 55.7 25.9 26.4 26.9 275
Other current liabilities 7.7 36.2 36.7 37.2 371.7
Total current liabilities 236.6 210.6 220.5 2294 238.7
Long-term borrowings 227 4.4 4.4 4.5 4.6
Other long-term liabilities 18.8 15.2 15.9 16.7 17.6
Total long-term liabilities 415 19.6 20.4 21.3 222
Shareholders’ funds 349.1 358.3 375.9 395.1 415.7
Minority interests 212 205 276 34.9 427
BV/share (RM) 0.87 0.89 0.94 0.98 1.04
Cash Flow (RMmil, YE 31 Dec) FY20 FY21 FY22F FY23F FY24F
Pretax profit 273 30.2 515 56.0 59.7
Depreciation/Amortisation 371 35.4 35.9 36.3 36.7
Net change in working capital 52.0 (2.4) 3.6 (1.8) (1.9
Others (67.7) 34.9 (55.5) 4.9 2.3
Cash flow from operations 48.7 98.1 35.6 95.5 92.2
Capital expenditure (8.6) (15.6) (37.3) (37.6) (38.0)
Net investments & sale of fixed assets - - - - -
Others - - - - -
Cash flow from investing (8.6) (15.6) (37.3) (37.6) (38.0)
Debt raised/(repaid) - - - - -
Equity raised/(repaid) - - - - -
Dividends paid (4.0) (8.8) (17.6) (19.3) (20.6)
Others (3.0) 3.0 (2.7) (2.7) (1.6)
Cash flow from financing (7.0) (5.8) (19.4) (20.9) (22.2)
Net cash flow 331 76.6 (21.0) 36.9 32.0
Net cash/(debt) b/f 147.1 180.3 256.9 235.8 272.7
Net cash/(debt) c/f 180.3 256.9 235.8 272.7 304.7
Key Ratios (YE 31 Dec) FY20 FY21 FY22F FY23F FY24F
Revenue growth (%) (32.3) 4.9 4.4 5.0 5.0
EBITDA growth (%) 115 (28.7) 18.1 5.4 41
Pretax margin (%) 4.7 5.4 8.8 9.2 9.3
Net profit margin (%) 1.3 3.1 6.0 6.3 6.4
Interest cover (x) nm nm nm nm nm
Effective tax rate (%) 43.8 21.4 18.0 18.0 18.0
Dividend payout (%) 54.1 51.8 50.0 50.0 50.0
Debtors turnover (days) 132 106 104 103 103
Stock turnover (days) 23 20 20 20 20
Creditors turnover (days) 131 105 96 96 96

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 AmlInvestment 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. Amlnvestment 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.

Amlinvestment 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.

This report has been prepared by AmInvestment pursuant to the Research Incentive Program under Bursa Research Incentive
Scheme (“Bursa RISE”) administered by Bursa Malaysia Berhad. This report has been produced independent of any influence
from Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of companies disclaim any and all
liability, howsoever arising, out of or in relation to the administration of Bursa Research Incentive Program and/or this report.
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