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2Q10 Results Review  

SILK Holdings Berhad  Maintain BUY 

Highway with a new focus  Unchanged Target Price (TP): RM0.46 

 
 
• SILK’s 6MFY10 net profit of RM5.4m is lower 

than our forecast, accounting for 38.3% of our 

full year estimate as we had overestimated 

revenue from the highway division. 

• The Oil and gas division are becoming the new 

focus for the group, with its 81% contribution to 

group revenue, as it continues securing new 

medium and long term contracts. 

• We maintain our BUY recommendation as 

SHB’s earnings prospects are fairly bright, with 

target price of RM0.46 as SHB’s earnings will 

be driven by the expected growth in the O&G 

sector. Our valuation is based on Sum-of-Parts; 

with a DCF valuation for the highway 

subsidiary, using a WACC of 4.38% and at 10x 

PER of our projected FY11 on the oil and gas 

subsidiary.  

Results came in below expectation. SILK’s 6MFY10 net profit is below forecast, accounting for 38.3% of our full 
year estimate. The variance was due to lower than expected revenue in the highway division, where it accounts for 
23.5% of our full year revenue forecast. The oil and gas division’s revenue accounts to 49.8% of our full year revenue 
forecast. SILK’s 6MFY10 net profit increased by 71.2% yoy registering RM11.2m with most of the contribution coming 
from oil and gas division. 

Oil and gas is the new focus. Oil and gas revenue recorded 29.9% yoy higher in 2Q10 following the commissioning 
of three new vessels and gains from the disposal of a vessel. It now accounts to 81.4% of the group’s total revenue, 
evident that oil and gas are becoming the new focus for the group as it continues securing new medium and long term 
contracts. 

Highway improving as well. There were improvements in the highway division as well, as revenue increase by 
16.3% yoy in 2Q10, to register RM10.7m. The 427.0% qoq increase was due to the highway contributing only 17 days 
of revenue. If the highway division takes into account its full 1Q10 revenue, then the improvement would be 3.3% qoq. 
It may be possible that the improvement was due to the school holidays in December as Kajang become a destination 
for its famous satay.  
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FYE 31 July FY08 FY09 FY10F FY11F 

Revenue (RM’m) 2,968.0 3,179.0 3,133.5        4,267.87  

EBIT (RM’m) 2,112.4 2,245.0 2,039.8 3,000.6 

Pretax Profit (RM’m) 1,515.7 1,623.6 1,439.1 2,337.6 

Net Profit (RM’m) 1,079.3 1,185.1 1,163.1 2,006.8 

EPS (sen) 21.6 23.7 23.3 40.1 

EPS growth (%) -12.0 9.7 0 72.5 

PER(x) 15.6 14.2 14.5 8.4 

Net Dividend (sen) 16.0 16.5 17.4 19.5 

Net Dividend Yield (%) 4.7 4.9 5.2 5.8 

Source: Company, Forecasts by MIDFR 
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Prospects. Since oil price is trading within the US$80 levels, we expect that the oil and gas division will see further 
growth. We believe most of the demand will be fuelled by China and India as continues to lead the economic recovery. 
Any collapse in oil price which would affect its Offshore Support Vessels is mitigated as all of its vessels are on long 
term contracts of 1 to 7 years. We expect the highway division would continue its steady growth, although more to a 
natural growth as we do not see any major new township development happening in the area. The highway division 
would continue to register accounting losses but will be on a declining basis as support for the highway increases. 

Maintain BUY call. We maintain our BUY recommendation with a target price of RM0.46 as SHB’s earnings 
prospects are fairly bright, driven by the expected growth in the O&G sector. Our valuation is based on Sum-of-Parts; 
with a DCF valuation for the highway subsidiary, using a WACC of 4.38% and at 10x PER of our projected FY11 on 
the oil and gas subsidiary.  
 

 

SILK HOLDINGS: 6MFY10 RESULTS SUMMARY 
All in RM’000 unless 
stated otherwise Quarterly Results Cumulative Comments 

FYE July 2Q10 %YoY %QoQ 6MFY10 %YoY 
 

Toll collection 10,704 16.3% 427.0% 12,735 -39.7% 

The lower 6MFY10 were due to 
the change in the financial year 
end, where the preceding 
cumulative was a 7 month period 

Oil and Gas Division 46,900 29.9% 0.3% 93,682 38.3% 

Commissioning of 3 new vessels 
and gains from disposal of a 
vessel. 

Finance Costs (20,214) 551.6% 182.1% (27,379) 323.1% 

Debt from Oil and Gas division 
were combined following the 
completion of the Regularisation 
Scheme on 14 October 2009 

Net Profit 5,426 66.6% -6.6% 11,237 71.2% 
Higher due to contribution from Oil 
and Gas division. 

Cash and bank 
balances 18,896      

       

Source: Company, MIDFR 
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X). 

(Bank Pelaburan) 

(A Participating Organisation of Bursa Malaysia Securities Berhad) 

 

 

DISCLOSURES AND DISCLAIMER 

 
This report has  been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for 

distribution only under such circumstances as may be permitted by applicable law. 

Readers should be fully aware that this report is for information purposes only. The opinions contained 

in this report are based on information obtained or derived from sources that we believe are reliable. 

MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or 

implied, as to the accuracy, completeness or reliability of the information contained therein and it should 

not be relied upon as such.  

This report is not, and should not be construed as, an offer to buy or sell any securities or other financial 

instruments. The analysis contained herein is based on numerous assumptions. Different assumptions 

could result in materially different results. All opinions and estimates are subject to change without 

notice. The research analysts will initiate, update and cease coverage solely at the discretion of MIDF 

AMANAH INVESTMENT BANK BERHAD.  

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may 

have interest in any of the securities mentioned and may benefit from the information herein. Members 

of the MIDF Group and their affiliates may provide services to any company and affiliates of such 

companies whose securities are mentioned herein This document may not be reproduced, distributed or 

published in any form or for any purpose.   
 

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS 

STOCK RECOMMENDATIONS 

BUY Total return is expected to be >15% over the next 12 months. 

TRADING BUY 
Stock price is expected to rise by >15% within 3-months after a Trading Buy rating has been 
assigned due to positive newsflow. 

NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months. 

SELL Total return is expected to be <15% over the next 12 months. 

TRADING SELL 
Stock price is expected to fall by >15% within 3-months after a Trading Sell rating has been 
assigned due to negative newsflow. 

SECTOR RECOMMENDATIONS 

OVERWEIGHT The sector is expected to outperform the overall market over the next 12 months. 

NEUTRAL The sector is to perform in line with the overall market over the next 12 months. 

UNDERWEIGHT The sector is expected to underperform the overall market over the next 12 months. 


