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OFFSHORE support vessel-fo-
cused Nam Cheong saw its
third-quarter profit after tax al-
most halved to RM410 million
(S$133 million) on lower revenue
from its shipbuilding and charter-
ing business.

Revenue was down 69 per
cent to RM189.27 million. Ship-
building revenue fell 69 per cent
to RM182.14 million on the deliv-
ery of two vessels during the quar-
ter, down from six vessels a year
ago. Charter income was 70 per
cent lower year-on-year at
RM7.14 million on lower vessel
utilisation.

Gross profit margin more
than halved to 11.2 per cent, on a
flat quarter-on-quarter margin
from shipbuilding and a loss
from vessel chartering during the
quarter.

At the results briefing on Fri-

day, Nam Cheong said it aimed
to bring its vessel charter division
back to profitability in the first
quarter of 2016.

Earnings per share was 0.0003
Malaysian sen compared to 5.99
Malaysian sen a year ago.

Nine-month profit after tax
was 81 per cent lower year-on-
year at RM50.22 million as reve-
nue was halved to RM708.19 mil-
lion.

Nam Cheong has delivered
nine of the 24 offshore support
vessels (OSV) on its 2015 ship-
building programme against
slowing newbuild vessel demand
in a weakened offshore marine
sector. As at Sept 30, Nam
Cheong had 19 offshore support
vessels worth RM1.4 billion on its
outstanding order book, of which
RM880 million remained unrec-
ognised. The OSV-focused player
expects 25 per cent of this to be
recognised in FY15 and the re-
maining amount in FY16.

Executive chairman Tiong Su

Kouk acknowledged that a dras-
tic fall in oil prices had impaired
the health of Nam Cheong’s OSV
shipbuilding and chartering busi-
nesses. He maintained, however,
that the company’s asset-light
strategy – through which vessels
being built-to-stock for future
sales had been offloaded from
the balance sheet to outsourced
yards – “has allowed us to avoid
excess capacity during down cy-
cles, therefore ensuring profitabil-
ity”.

CEO Leong Seng Keat said
Nam Cheong has “forged a
stronger balance sheet . . . to
withstand further fluctuations in
the market” through raising S$75
million under a multi-currency
medium term note programme.

Net gearing doubled to 0.97
from 0.42 nine months ago, but
Nam Cheong expects to par its
debt after having repaid a S$110
million note on Nov 4.

Nam Cheong shares closed
one cent down at S$0.152 on Fri-
day.
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THE haze did not dent the re-
sults of tourist attraction opera-
tor Straco Corporation, which on
Friday reported results for its
third quarter ended Sept 30,
2015. Net profit rose 21 per cent
to S$23.6 million, compared to
S$19.5 million a year ago.

Revenue was up 28 per cent to
S$49.3 million, from S$38.6 mil-
lion a year ago, boosted by contri-
butions from the Singapore Fly-
er, which Straco bought last No-
vember.

Straco also runs two aquari-
ums and a mountain cable car
service in China. Its flagship

aquarium, the Shanghai Ocean
Aquarium, reported higher visi-
tor numbers and increased reve-
nue. However, its other aquari-
um, Underwater World Xiamen,
reported lower revenue. This was
due to falling visitor numbers to
Gulangyu island, where the
aquarium is located.

Total visitor numbers for
Straco’s attractions was up 5 per
cent to two million visitors for
the third quarter. Net profit mar-
gins were 48 per cent for the quar-
ter, a tad lower than 51 per cent a
year ago. The company is net
cash to the tune of S$64 million.
Net asset value per share at
end-September was S$0.257.

Straco shares last traded at
S$0.85.

T
HE Straits Times In-
dex (STI) fell continu-
ously this week as
worries mounted
over the impact a De-

cember US interest rate hike would
have on a slowing global economy.

In the session on Friday – inci-
dentally, the 13th of the month –
the STI shed 33.33 points or 1.1 per
cent at 2,925.68; this brought the
week’s loss to 85 points or 2.8 per
cent.

All throughout, liquidity was
weak and largely focused on the 30
STI components. On Friday, the
whole market traded 1.4 billion
units worth S$1.1 billion, of which
365 million units worth S$744 mil-
lion came from the members of the
index.

Brokers said apart from US
rate-hike worries, third-quarter
earnings have not beaten expecta-
tions and have been largely under-
whelming. For example, Friday’s
most active stock was STI compo-
nent Noble Group, which reported
that its chief financial officer was
stepping down for health reasons,
and that it had recorded an 84 per

cent drop in Q3 earnings to
US$24.7 million; the counter
dropped S$0.055 or 11 per cent to
S$0.445 on volume of 122 million.

Another STI stock, Genting Sin-
gapore, fell S$0.035 to S$0.78 on vol-
ume of 46 million.

Nomura said in a report on Fri-
day that it estimates the stock is
trading at about 11x EV/EBITDA
(enterprise value/earnings before in-
terest, tax, depreciation and amorti-
sation) on premium-to-mature mar-
ket multiples of nine to 10x, which
is supported by share buybacks.

“However, with Japan casino leg-
islation looking unlikely in the near
term, a re-rating of the stock will de-
pend on the company either deploy-
ing its excess cash balance on new
ventures (unclear at this moment)
or increasing its dividend payout
(on which management has been
non-committal). Maintain ‘neutral’.”

Meanwhile, OCBC Investment
Research called a “sell” on Genting,
cutting its earnings estimates for
this year and the next by nearly 40
per cent. It lowered its fair value for
the stock from S$0.81 to S$0.69.

Another stock which came un-
der pressure after reporting a fall in
profit was offshore marine firm Ezi-
on, which on Thursday reported a
38.4 per cent drop in Q3 net profit
to US$30.3 million.

KGI Fraser described the figures
as below expectations and has low-

ered its forecasts by 10 to 20 per
cent, based on lower utilisation
rates. “As a result, we cut our target
price to S$0.47, pegged to 0.4x
FY16Y P/B (previously 0.5x P/B).
We remain negative on Ezion’s out-
look, given the deteriorating off-
shore market and weak balance
sheet,” said KGI.

Ezion ended the week un-
changed at $0.655 on volume of 9.7
million.

ABN Amro, in its Global Daily In-
sights, noted that US job openings
rose to 5.5 billion in September, up
from 5.3 billion in August, said the
US job Openings and Labour Turn-
over Survey.

“We think that as the labour mar-
ket slack declines, there is more rea-
son for the Fed to hike sooner rath-
er than later,” ABN said. “We think
that a rate hike in December is like-
ly. The pace of rate hikes, will, how-
ever, be slow, given the concerns
raised by the more dovish FOMC
(Federal Open Market Committee)
members.”

Columbia Threadneedle Invest-
ments however, said critics of the
Fed would argue that the FOMC
has simply been too transparent,
and that policymakers have painted
themselves into a corner. “If the FO-
MC itself is not sure about what it
should do, it is impossible for any-
one else to predict what the Fed will
do with any accuracy,” it said.
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Y-O-Y % CHANGEQ3 FY15 Q3 FY14

Revenue 49.3  38.6 28

Net profit 23.6  19.5 21

EPS (¢) 2.75  2.3

GAINERS
BY CENTS

CLOSE UP % 52w high/low

DBXT S&P Short US$ 2138 31.3 1.0 2393/2086

DBXT MSCHINA US$ 1300 12.8 0.7 1750/1151

Fuxing China 40 10.0 33.3 110/19

DBXT Vietnam US$ 2340 8.5 0.3 2919/2139

Tianjin ZX USD 122.5 7.1 4.3 191.5/85

BY PERCENTAGE

CLOSE % UP 52w high/low

Europtronic 0.8 33.3 0.2 3/0.3

Fuxing China 40 33.3 10.0 110/19

Next-Gen Sat 0.4 33.3 0.1 0.5/0.2

Yongmao 12.4 33.3 3.1 22/7.3

STI 2800MBePW151231 3.1 29.2 0.7 8.8/2.4

LOSERS
BY CENTS

CLOSE DOWN % 52w high/low

SPDR S&P500 US$ 20492 -558.5 -1.9 21388/18776

JMH USD 5015 -193.3 -2.6 6788/4502

JSH USD 2751 -154.9 -3.8 3703/2611

Prudential USD 2281 -98.1 -2.9 2500/2100

DBXT China50 US$ 3071 -92.4 -2.1 4258/2750

BY PERCENTAGE

CLOSE % DOWN 52w high/low

STI 3300MBeCW151231 0.4 -76.5 -1.3 4.5/0.4

CN9500MBePW151127 3 -53.1 -3.4 31.5/3

CapitalaMBePW160302 8.1 -38.6 -5.1 13.6/6.1

HL Global Ent 8.1 -32.5 -3.9 45/8.1

TopGlobal 1 23 -28.1 -9.0 32/23

MOST ACTIVE

VOLUME

Noble 122,258,400

Spackman 97,222,100

StratechGroup 82,763,400

Biosensors 56,372,100

Genting Sing 45,907,400

 Market volume 1,544,110,000

  VALUE ($)

Singtel 95,368,957

HongkongLand USD 82,752,463

DBS Grp 65,017,725

Noble 56,379,178

OCBC Bank 56,322,699

 Market value  1,097,113,000
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