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HOLD (from Sell) 

Target Price: RM0.12 

Previously: RM0.09 

Current Price:  RM0.115 

 
Capital upside   4.3%  
Div idend y ield               0.0%     

Expected total return  4.3%  

 

Sector coverage: Oil & Gas 

Company description: Sapura prov ides integrated 

oil and gas serv ices and solutions.  

 
Share price  

 

Historical return (% ) 1M 3M 12M 
Absolute  0.0 26.3 -59.3 
Relative 3.7 27.0 -56.8 

 
Stock information  
Bloomberg ticker SAPE MK 
Bursa code 5218 
Issued shares (m) 15,979 
Market capitalisation (RM m) 1,917 
3-mth average volume (‘000) 200,810 
SC Shariah compliant  Yes 

 
Major shareholders   

Skim Amanah Saham Bumiputera 32.8%  
Sapura Holdings Sdn Bhd 12.5%  
Kumpulan Wang Persaraan 
Diperbadankan 

2.7%  

 

Earnings summary  
FYE (Jan) FY20 FY21f FY22f 
PATMI – core  (1401.5) 33.4 83.1 
EPS – core (sen) (7.2) 0.2 0.4 
P/E (x) NM 66.6 26.8 

 

 

 

 

 

Cost cutting measures are bearing fruits 

Sapura recorded a 2QFY21 core profit of RM23.0m (1QFY21: -RM11.5m, 2QFY20: 

-RM113.1m) bringing 1HFY21 core profit to RM11.5m (1HFY20: -RM316.3m),  

which was above ours’ (FY21f: -RM271.8m) and consensus’ (FY21f: -RM157.1m) 

net loss forecast for FY21. The better than expected results were mainly 

attributable to higher E&C margins from cost-cutting measures implemented in 

the current quarter under review and lower net interest cost. While Sapura has 

successfully lowered its operational cost, its weak balance  sheet remains a key 

cause of concern. We upgrade our FY21-22F net loss forecast from -RM271.8m/-

RM157.1m to a net profit of RM33.4m/RM83.1m, upgrading to a HOLD call with 

revised TP of RM0.12, based on 0.25x FY20 P/B (>-0.8SD below 5 year mean) FY20 

P/B.  

 

Above expectations due to successful cost cutting measures. 2QFY21 core profit  

of RM23.0m (1QFY21: -RM11.5m, 2QFY20: -RM113.1m) brought 1HFY21 core profit  

to RM11.5m (1HFY20: -RM316.3m), was above ours’ (FY21f: -RM271.8m) and 

consensus’ (FY21f: -RM157.1m) net loss forecast for FY21. We arrived at our core 

earnings after subtracting its tax-adjusted forex gain amounting to RM0.6m. No 

dividends were declared, none expected for the year. The positive results surprise were 

attributable to better operating margins in 2QFY20 due to its optimisation programme 

and lower interest cost due to lower interest rates globally. 

 

QoQ. Sapura recorded a core net profit of RM23.0m, which was up from -RM11.5m due 

to successful cost optimisation measures in place. However, the stronger QoQ 

performance were partially offset by deferred tax expenses recorded during the quarter 

for its E&P division and weaker drilling performance. 

 

YoY. Sapura recorded an increase of RM136.1m in its core profit to RM23.0m from a 

core loss of -RM113.1m in 2QFY20 due to successful cost cutting measures and lower 

variable work orders YoY, partially offset by weaker E&P division performance due to 

the deferred tax expenses realised during the quarter. 

 

YTD. Core profit stood at RM11.5m (1HFY20: -RM316.3m) primarily due to cost cutting 

measures implemented to date with an expected savings of c.RM450m . 

 

Outlook. As at 2QFY21, Sapura’s orderbook stands at RM13.3bn and its tenderbook 

currently stands at c.RM29.4m. In view of the current uncertainty with regards to the 

global economy and the oil market, we foresee minimal contract wins for the remainder 

of the year as most oil majors are expected to delay or defer major rollout of contract  

awards. However, Sapura has managed to optimise its cost through (i) productivity  

improvement and capex optimisation, (ii) deep diving into commercial opportunities  

within existing contracts and (iii) salary reductions. The optimisation initiatives 

implemented are expected to result in cost savings amounting to RM1.1bn over the next 

12 months. While its balance sheet is still weak at this juncture, we believe that the 

Company would be able to refinance its short-term borrowings, extending its tenure by 

at least 5 years, in view of its better operational performance. 

   

Forecast. We revise our FY21-22 net loss projections from -RM271.8m/-RM157.1m to 

a core profit of RM33.4m/RM83.1m in view of the successful cost optimisation 

measures carried out thus far and lower net interest cost assumptions. 

 

Upgrade to HOLD at TP of RM0.12. We upgrade to a HOLD call from a Sell previous ly  

with a TP of RM0.12 based on 0.25x FY20 BVPS (below -0.8SD from 5-year mean P/B). 

We believe that Sapura would need to further improve on its operating margins for us 

to warrant a Buy call as its balance sheet is still weak. 
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Figure #1 Quarterly results comparison 

FYE Jan (RM m)  2QFY20 1QFY21 2QFY21 
QoQ 
(%) 

YoY 
(%) 

1HFY20 1HFY21 
YoY 
(%) 

 

Revenue 1,927.4 1,356.7 1,219.2 -10%  -37%  3,559.9 2,575.9 -28%   

E&C 1,656.5 1,116.4 1,032.1 -8%  -38%  3,059.3 2,148.6 -30%   

Drilling  272.0 240.9 187.4 -22%  -31%  502.4 428.3 -15%   

Eliminations  -1.1 -0.7 -0.3 -52%  -71%  -1.9 -1.0 -48%   

Operating expenses -1,812.7 -1,191.4 -902.7 -24%  -50%  -3,398.3 -2,094.1 -38%   

Other income 1.8 4.1 2.5 -37%  39%  95.0 6.6 -93%   

EBITDA  116.6 169.3 319.1 88%  174% 256.5 488.5 90%   

Depreciation -129.2 -138.8 -133.7 -4%  3%  -253.5 -272.4 7%   

EBIT -12.6 30.6 185.4 506% NM 3.0 216.0 7132%   

Interest Income 3.2 24.3 6.3 -74%  98%  8.2 30.6 273%   

Interest Expense -152.4 -138.8 -119.7 -14%  -21%  -366.8 -258.5 -30%   

Forex gain (loss) -5.8 34.9 0.8 -98%  NM 19.1 35.7 87%   

Associates & JVs 72.4 82.3 -19.5 NM NM 151.7 62.8 -59%   

Other items  2.1 0.0 0.0 NM NM 13.2 0.0 NM  

PBT -93.2 36.2 53.4 47%  NM -171.6 86.7 NM  

E&C 27.2 123.9 218.1 76%  702% 75.2 342.0 355%   

Drilling  -35.7 -14.9 -32.4 117% -9%  -86.6 -47.4 -45%   

 Corporate expenses and 
eliminations  

-78.9 -66.7 -78.7 
18%  0%  

-146.9 -145.4 
-1%  

 

Tax -23.3 -22.3 -29.7 33%  27%  -54.3 -52.0 -4%   

PAT -116.6 13.9 23.7 70%  NM -225.9 34.7 NM  

MI -0.2 0.3 -0.1 NM -62%  0.0 0.2 NM  

Reported PATAMI -116.8 13.9 23.6 69%  NM -225.9 34.9 NM  

Discontinued operations 0.0 0.0 0.0 NM NM 0.0 0.0 NM  

Core PATAMI -113.1 -11.5 23.0 NM NM -316.3 11.5 NM  

          

          

RATIOS % % %   % %   

EBIT, %  Rev  -0.7%  2.3%  15.2%    0.1%  8.4%    

PBT, %  Rev  -4.8%  2.7%  4.4%    -4.8%  3.4%    

Core Profit, %  Rev  -5.9%  -0.8%  1.9%    -8.9%  0.4%    
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Disclaimer 
 
The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently  
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability  of the info or opinions in the report.  

Accordingly , neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability  whatsoever for 
any direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication. 

Any information, opinions or recommendations contained herein are subject to change at any time without prior notice. Hong Leong Investment Bank Berhad has no 
obligation to update its opinion or the information in this report.  

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the 
appropriateness of investing in any securities or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal,  
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your indiv idual circumstances or otherwise represents a persona l 
recommendation to you.  

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.   

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employees may, from time to time, own, have positions 
or be materially  interested in any securities mentioned herein or any securities related thereto, and may further act as market maker or have assumed underwriting 
commitment or deal with such securities and prov ide advisory, investment or other serv ices for or do business with any companies or entities mentioned in this report. In 
rev iewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests. 

This research report is being supplied to you on a strictly  confidential basis solely  for your information and is made strictly  on the basis that it will remain confidential. All 
materials presented in this report, unless specifically  indicated otherwise, are under copyright to Hong Leong Investment Bank Berhad. This research report and its contents 
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, directly  or indirectly , to any person or published in whole or in part, or altered 
in any way, for any purpose. 

This report may prov ide the addresses of, or contain hyperlinks to websites. Hong Leong Investment Bank Berhad takes no responsibility  for the content contained therein.  
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are prov ided solely  for your convenience.  
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong 
Investment Bank Berhad website shall be at your own risk. 
 
1. As of 21 September 2020, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:  
(a) -.  
 
2. As of 21 September 2020, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this 
report: 
(a) -. 
 

Published & printed by:  
Hong Leong Investment Bank Berhad (10209-W) 
Level 28, Menara Hong Leong, 
No. 6, Jalan Damanlela,  
Bukit Damansara,  
50490 Kuala Lumpur 
Tel: (603) 2083 1800  
Fax: (603) 2083 1766 

 

Stock rating guide  

BUY Expected absolute return of +10%  or more over the next 12 months.  

HOLD Expected absolute return of -10%  to +10%  over the next 12 months.  

SELL Expected absolute return of -10%  or less over the next 12 months.  

UNDER REVIEW Rating on the stock is temporarily  under rev iew which may or may not result in a change from the prev ious rating.  

NOT RATED  Stock is not or no longer within regular coverage.  

  

Sector rating guide   

OVERWEIGHT  Sector expected to outperform the market over the next 12 months.   

NEUTRAL Sector expected to perform in-line with the market over the next 12 months.   

UNDERWEIGHT Sector expected to underperform the market over the next 12 months.   

  

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other 
qualitative measures and situational aspects will also be considered when arriv ing at the final stock rating. Stock rating may also be affected by the market capitalisation of 
the indiv idual stock under rev iew.  
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