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More long-term contracts secured

BUY (Maintain)
Target Price:
Previously:
Current Price:

RM2.30
RM2.30
RM1.62

Capital upside
Dividend yield
Expected total return

42.0%
3.3%
45.3%

Serba has secured 8 O&M (c.RM350m) and 1 ICT (c.RM200m) contracts worth an
estimated RM548.2m. Serba has also secured 1 O&M and 1 EPCC contract with
no specific value attached. The contract wins were within expectations, bringing
current orderbook to RM18.7bn (flat QoQ). We opine that Serba is still expected
to record strong earnings going forward despite the volatility and challenges in
the O&G industry due to its strong and sustainable earnings from its O&M
segment and growing EPCC orderbook. Maintain BUY with TP of RM2.30 based
on 13.5x FY21 EPS.
NEWSBREAK

Sector coverage: Oil & Gas
Company description: Serba provides
engineering solutions. The company offers
operation and maintenance, system integration,
training, civil works, planning, procurement,
construction, and commissioning services

Serba has announced that it has won 8 O&M contracts from its 75% owned Indonesian
subsidiary PT SDI and 1 ICT contract from its wholly owned subsidiary SDITL with an
estimated combined contract value of RM548.2m. It has also secured 1 on-call O&M
contract and 1 EPCC contract with no specific value from Malaysia. Its 6 15-year Supply
Super Ultima O&M contracts constituted about c.70% (RM330m) of the RM548.2m of
contracts secured.

Share price

HLIB’s VIEW
Contract wins within expectations. The aforementioned contract wins constituted
c.3% of its previous orderbook balance (RM18.2bn). While we view this as a positive
development for the Company, the contract wins were within expectation and is not
expected to increase its earnings significantly. With these contracts, its current
orderbook backlog now stands at RM18.7bn (EPCC: 47%; O&M: 41%, ICT: 12%)
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Outlook. Serba’s strong showing from a profitability standpoint is expected to continue
in FY21 due to its large orderbook backlog of RM18.7bn. Its orderbook backlog would
also be able to sustain its earnings growth in the next 2 years as the burn rate for the
Block 7 and innovation hub contract is only expected to peak in FY22. We also view
that the instance of a potential equity raising exercise in the future is low as Serba has
raised enough funds for its working capital requirements for its Abu Dhabi innovat ion
hub and data centre projects.
Forecast. We make no changes to our forecast as the contract wins were within our
expectations.
Maintain BUY with TP of RM2.30 based on 13.5x FY21 EPS. We maintain our BUY
call on Serba as we believe that (i) it would be able to maintain its high EBIT margins
for its O&M division, (ii) the recurring nature of its O&M orderbook would ensure
earnings sustainability in the foreseeable future and (iii) earnings are expected to grow
exponentially in FY22 when its Block 7 project hits its peak earnings phase.

26.9%
17.6%
9.5%

Earnings summary
FYE (Dec)
PATMI - core (RM m)
EPS - core (sen)
P/E (x)

1

FY19
496.6
14.7
11.1

FY20f
556.6
16.5
9.8

FY21f
627.7
16.9
9.6
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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 securites 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 individual circumstances or otherwise represent a personal
recommndation 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 employeees may, from time to time, own, have
positions or be materially interested in any securities mentioned herein or any securites related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securities and provide advisory, investment or other services for or do business with any companies or entities mentioned in this report. In
reviewing 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, is 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, direclty or indirectly, to any person or published in whole or in part, or altered
in any way, for any purpose.
This report may provide 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 provided 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 19 January 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:
(a) -.
2. As of 19 January 2021, 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) -.
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Stock rating definitions
BUY
HOLD
SELL
UNDER REVIEW
NOT RATED

Expected absolute return of +10% or more over the next 12-months.
Expected absolute return of -10% to +15% over the next 12-months.
Expected absolute return of -10% or less over the next 12-months.
Rating on the stock is temporarily under review which may or may not result to a change from the previous rating.
Stock is not or no longer within regular coverage.

Sector rating definitions
OVERWEIGHT
NEUTRAL
UNDERWEIGHT
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Sector expected to outperform the market over the next -12 months.
Sector expected to perform in-line with the market over the next -12 months.
Sector expected to underperform the market over the next -12 months.
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