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DESCRIPTION 
A shipping company that is involved in marine 
transportation, marine port services and marine engineering  
 
 
12-Month Target Price                                             RM0.73 
Current Price                                                            RM0.47 
Expected Return                                                       +55.3% 
 
Market                                   Main 
Sector                                                                      Shipping 
Bursa Code                                     5259 
Bloomberg Ticker                                            EATECH MK 
Shariah-compliant                                                          Yes 
 
 
SHARE PRICE CHART 

 

 
 
52 Week Range (RM)                                            0.31 - 0.61 
3-Month Average Vol (‘000)                                        2,580.7 
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 Solidifying Its Comeback 
 
While just having reported a good set of financial results in February this year 
which showed a turnaround in earnings back to profitability, E.A. Technique 
(EAT) has once again recorded another encouraging development, 
reaffirming that the Group is on the right track for a stronger growth trajectory. 
EAT announced that it has successfully been awarded a contract by PETCO 
Trading Labuan Company Limited for the Provision of Long-term Time 
Charter Coastal Vessel Services of 3 units of 9,000 DWT size vessel for a 10-
year period worth RM478.2m. We are optimistic over this development as it 
improves EAT’s orderbook going forward, ensuring that the earnings visibility 
remains intact. It also proves management credibility in maintaining its strong 
presence in the smaller-sized market space. Inclusive this contract, we 
estimate the orderbook currently stands at about RM1.3bn from RM883.6m 
previously, translating to 4.7x of FY18’s marine operations revenue. We make 
no changes to our earnings forecast for now, pending its 1QFY19 results due 
this month. Our Outperform rating on EAT is affirmed with an unchanged TP 
of RM0.73, based on 10x PER over its FY19 EPS. EAT is trading at only 6x 
forward PER currently, indicating that forward valuations remain attractive.  
 
§ The long-awaited contract was awarded by PETCO Trading Labuan 

Company Limited, a subsidiary of PETRONAS, via a Letter of Award 
dated 8 May 2019. The contract is for the provision of Long-term Time 
Charter Coastal Vessel Services, utilizing 3 units of 9,000 DWT-sized 
vessels for a total value of RM478.2m. The contract lifespan is for a 
primary period of 5 years with 5-year extension options of 1 year each. 
Vessel construction will take about 20 months hence the contract is only 
expected commence in Dec 2020 for Vessel 1 and 2, and Jan 2021 for 
Vessel 3.  
 

§ Orderbook surges by 50.6%. EAT secured multiple contracts in FY18 
with a combined value of RM120m and concluded the year with a 
healthy total outstanding orderbook in hand of RM883.6m including the 
extension options. This contract alone represents about 4x of FY18 
replenishment, EAT’s outstanding orderbook in hand has now jumped by 
>50% to RM1.4bn. Assuming a burn rate of RM70m in 1QFY19, we 
estimate the orderbook currently stands at about RM1.3bn, translating to 
4.7x of FY18’s marine operations revenue.  
 

§ Our views. We are not entirely surprised by this contract win since as 
we had already anticipated some works to be secured this year. 
Nevertheless, we are pleasantly surprised with the value of the contract 
as it has also exceeded management’s target of a 30% success rate 
from RM1.2bn tenderbook which would have translated to c. RM360m. 
The RM478.2m exceeds that by 33%.  
 

§ Expecting more? The Group’s fundamental outlook remains strong on 
the back of improved sentiment and activities in the oil and gas industry 
given prices being currently stable at above USD60/bbl. This is already 
evident in its growing tender book which is up by >35% to RM1.2bn as of 
February this year. Stripping-off this new contract worth RM478.2m, we 
anticipate the balance tenderbook to currently stand at approx. RM700m, 
assuming no new bid book. Given the improved sentiment coupled with 
good track record and strong business relationship with clients, we do 
not rule out the possibility of the Group securing more projects in the 
short-term time charter and/or port operation segments as they do not 
require capex given EAT’s capacity constraint.   
 

§ Earnings outlook remains intact. We make no changes to our 
earnings forecast for now, pending its 1QFY19 results due this month. 
Nevertheless, we foresee this contract lifting our FY21 higher by c. 
20.8% to RM50m. For its upcoming 1QFY19 results, we expect the 
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Group will register c. RM9m core profit from its brought-forward 
orderbook. Although we expect the Group will register even better 
numbers in FY19 given the lesser dry-docking activities, we rather err on 
the side of conservatism in our projections with average earnings growth 
of c. 6.5%. at this juncture. Recall, there were 4 dry-docks that had been 
undertaken in FY18 including 2 that were brought forward from FY17 due 
to shortage of capacity. As such, the number of dry-docking activities will 
normalize in FY19 onwards.  

 
§ Possible fund raising for future earnings growth. Though the funding 

structure was not disclosed in the announcement, we are of the view that 
there will be a fund-raising exercise most likely via private placement to 
fund the capex of the vessels. To recap, EAT’s net gearing as of FY18 
stood at 1.7x including RM60.8m of shareholders loan. Excluding this, 
EAT’s adjusted net gearing will be at 1.4x which should not be a worry as 
they are mostly supported by long-term contracts. It does however limit 
EAT’s working capital for future sizable contract. From our channel 
checks, the 9,000 DWT-sized vessels usually will cost around USD13m-
USD18m per unit. For illustration purposes, assuming the cost to build 
one vessel is about USD15m, EAT will need a total of about RM180m to 
finance all 3 vessels.  
 

§ Overall, we continue to like EAT and remain optimistic over its future 
direction given its slow but steady growth on the back of its i) 
involvement in a relatively defensive industry regardless of oil price 
movements, ii) stable business with more than 70% of its contracts on 
long-term charters, iii) resilient earnings visibility up to FY20 and to 
register double digit growth beyond FY21 from its balance orderbook of 
c. RM1.3bn, and iv) strong potential in securing new contracts from its 
tender book. 

 
 
 
 
Table 1: Balance Orderbook (based on 4Q outstanding) 

Type Of Vessel 
Remaining Contract 

Value As At Dec 2018 Optional Period 

(RM) (RM) 

Product Tankers 329,928,000 362,700,000 

FSU/FSO 114,050,400 -- 

OSV 75,618,000 -- 

Port Operations  386,494,500 92,988,000 

Total 906,090,900 455,688,000 

Source: Company, PublicInvest Research  
 
KEY FINANCIAL SUMMARY (RM m) 
FYE Dec (RM m) 2017A 2018A 2019F 2020F 2021F CAGR 

Revenue 366.9 419.0 276.1 280.1 284.1 -5.0% 

Gross Profit -125.4 135.8 80.1 81.2 82.4 n.a. 

Pre-tax Profit -131.9 90.4 43.2 46.0 48.7 n.a. 

Net Profit -121.2 74.2 36.7 39.1 41.4 n.a. 

Core Net Profit -13.5 34.4 36.7 39.1 41.4 n.a. 

EPS (Sen) -2.7 6.8 7.3 7.8 8.2 n.a. 

P/E (x) n.a. 6.9 6.4 6.0 5.7  

DPS (Sen) 0.0 0.0 0.0 0.0 0.0  

Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0  

Source: Company, PublicInvest Research estimates 
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KEY FINANCIAL DATA 
 
INCOME STATEMENT DATA 

FYE Dec (RM m) 2017A 2018A 2019F 2020F 2021F 

Revenue 366.9 419.0 276.1 280.1 284.1 

Gross Profit -125.4 135.8 80.1 81.2 82.4 
EBIT -111.2 112.5 61.3 62.4 63.5 
Finance costs -20.7 -22.2 -18.1 -16.3 -14.8 

Pre-tax Profit -131.9 90.4 43.2 46.0 48.7 
Income Tax 10.7 -16.1 -6.5 -6.9 -7.3 
Effective Tax Rate (%) 8.1 17.8 15.0 15.0 15.0 

Reported Net Profit -121.2 74.2 36.7 39.1 41.4 

Core Net Profit -13.5 34.4 36.7 39.1 41.4 

      
Growth (%)      

Revenue  -38.0 14.2 -34.1 1.4 1.4 
Gross Profit  >100 >100 -41.0 1.7 1.8 
Core Net Profit  >100 >100 6.7 6.6 5.8 
Source: Company, PublicInvest Research estimates 

 
 
 
BALANCE SHEET DATA 
FYE Dec (RM m) 2017A 2018A 2019F 2020F 2021F 
Fixed assets 809.7 796.0 738.0 701.2 662.7 
Other long-term assets 0.0 0.0 9.6 9.6 9.6 
Cash at Bank 20.2 13.8 61.0 87.2 115.0 
Other current assets 70.7 49.6 52.8 53.4 54.1 
Total Assets 900.6 859.4 861.4 851.4 841.4 

ST Borrowings 121.3 138.6 120.8 120.8 120.8 
LT Borrowings 293.9 261.8 233.7 223.7 213.7 
Payables 197.0 213.7 337.8 337.8 337.8 
Other Liabilities 135.7 18.4 3.9 3.9 3.9 

Total Liabilities  747.9 632.5 696.2 686.2 676.2 

Shareholders’ Equity 296.1 226.9 165.2 165.2 165.2 

Total Equity and Liabilities 900.6 859.4 861.4 851.4 841.4 
Source: Company, PublicInvest Research estimates 
 
 
 
 

FYE Dec 2017A 2018A 2019F 2020F 2021F 
Book Value Per Share 0.6 0.4 0.3 0.3 0.3 

NTA Per Share (Sen) 1.8 1.7 0.3 0.3 0.3 

EPS (sen) -2.7 14.7 7.3 7.8 8.2 

DPS (sen) 0.0 0.0 0.0 0.0 0.0 

Payout Ratio (%) 0.0 0.0 0.0 0.0 0.0 

ROA (%) -1.5 8.7 4.3 4.6 4.9 

ROE (%) -8.2 32.7 22.2 23.7 25.1 
Source: Company, PublicInvest Research estimates 
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RATING CLASSIFICATION 
 
STOCKS 

OUTPERFORM The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months. 

NEUTRAL  The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months. 

UNDERPERFORM The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months. 

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but the 
underlying fundamentals are not strong enough to warrant an Outperform call. 

TRADING SELL The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months. 

NOT RATED The stock is not within regular research coverage. 

 

SECTOR 

OVERWEIGHT The sector is expected to outperform a relevant benchmark over the next 12 months. 

NEUTRAL  The sector is expected to perform in line with a relevant benchmark over the next 12 months. 

UNDERWEIGHT The sector is expected to underperform a relevant benchmark over the next 12 months. 
 

DISCLAIMER 
 
This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be 
permitted by applicable law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of 
this document. The views/opinions expressed herein are subject to change without notice and solely reflects the personal views of the analyst(s) 
acting in his/her capacity as employee of Public Investment Bank Berhad (“PIVB”). PIVB does not make any guarantee, representations or 
warranty neither expressed or implied nor accepts any responsibility or liability as to its fairness liability adequacy, completeness or correctness 
of any such information and opinion contained herein. No reliance upon such statement or usage by the addressee/anyone shall give rise to any 
claim/liability for loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, connected 
persons/employees, associates or agents.  
 
This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase 
or subscribe or sell any securities, related investments or financial instruments. Any recommendation in this document does not have regards to 
the specific investment objectives, financial situation, risk profile and particular needs of any specific persons who receive it. We encourage the 
addressee of this document to independently evaluate the merits of the information contained herein, consider their own investment objectives, 
financial situation, particular needs, risks and legal profiles, seek the advice of their, amongst others, tax, accounting, legal, business 
professionals and financial advisers before participating in any transaction in respect of any of the securities of the company(ies) covered in this 
document.  
 
PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may own 
or have positions in the securities of the company(ies) covered in this document or any securities related thereto and may from time to time add 
or dispose of, or may be materially interested in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related companies, 
associates or agents do and/or seek to do business with the company(ies) covered in this document and may from time to time act as market 
maker or have assumed an underwriting commitment in the securities of such company(ies), may sell them or buy them from customers on a 
principal basis, may have or intend to accommodate credit facilities or other banking services and may also perform or seek to perform 
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 document. The analyst(s) and associate analyst(s) principally responsible for the preparation of this 
document may participate in the solicitation of businesses described aforesaid and would receive compensation based upon various factors, 
including the quality of research, investor client feedback, stock pickings and performance of his/her recommendation and competitive factors. 
The analyst(s) and associate analyst(s) may also receive compensation or benefit (including gift and company/issuer-sponsored and paid trips in 
line with the Bank’s policies) in executing his/her duties. Hence, the addressee or any persons reviewing this document should be aware of the 
foregoing, amongst others, may give rise to real or potential conflicts of interest. 
 
Published and printed by: 
PUBLIC INVESTMENT BANK BERHAD (20027-W) 
9th Floor, Bangunan Public Bank 
6, Jalan Sultan Sulaiman 
50000 Kuala Lumpur 
T 603 2268 3000 
F 603 2268 3014 
Dealing Line 603 2268 3129 
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