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What’s New 
• 1Q16 earnings in line with expectations, 

supported by wage credits 

• Growth to be driven by new stores 

• Raise FY17F earnings by 5% 

• Maintain BUY, with higher TP of S$1.04 
 

  
 

Price Relative 

 
 
Forecasts and Valuation  
  FY FY FY FY DecDecDecDec    ((((S$S$S$S$    m) m) m) m)     2014201420142014AAAA    2015201520152015AAAA    2016201620162016FFFF    2017201720172017FFFF    

Revenue 726 764 836 806    
EBITDA 63.0 70.6 74.5 78.7    
Pre-tax Profit 57.1 67.7 73.3 77.1 
Net Profit 47.0 56.8 60.8 64.0 
Net Pft (Pre Ex.) 47.0 56.8 60.8 64.0    
Net Pft Gth (Pre-ex) (%) 20.8 20.8 7.0 5.3 
EPS (S cts) 3.13 3.78 4.04 4.25 
EPS Pre Ex. (S cts) 3.13 3.78 4.04 4.25 
EPS Gth Pre Ex (%) 11 21 7 5 
Diluted EPS (S cts) 3.13 3.78 4.04 4.25 
Net DPS (S cts) 2.88 3.50 3.74 3.94 
BV Per Share (S cts) 15.7 16.2 16.5 16.8 
PE (X) 28.5 23.6 22.0 20.9 
PE Pre Ex. (X) 28.5 23.6 22.0 20.9 
P/Cash Flow (X) 18.7 18.2 17.0 17.3 
EV/EBITDA (X) 19.2 17.2 16.9 15.9 
Net Div Yield (%) 3.2 3.9 4.2 4.4 
P/Book Value (X) 5.7 5.5 5.4 5.3 
Net Debt/Equity (X) CASH CASH CASH CASH 
ROAE (%) 24.3 23.6 24.7 25.5 
     Earnings Rev (%):Earnings Rev (%):Earnings Rev (%):Earnings Rev (%):      - 5 
Consensus EPS Consensus EPS Consensus EPS Consensus EPS (S ctsS ctsS ctsS cts)::::   4.00 4.30 
Other Broker Recs:Other Broker Recs:Other Broker Recs:Other Broker Recs:     B: 9 S: 0 H: 0 

Source of all data: Company, DBS Bank, Bloomberg Finance L.P        

Continues growing 
Maintain BUY; margins, store expansion, revenue and earnings Maintain BUY; margins, store expansion, revenue and earnings Maintain BUY; margins, store expansion, revenue and earnings Maintain BUY; margins, store expansion, revenue and earnings 

growth remain on track. growth remain on track. growth remain on track. growth remain on track. We continue to like SSG as the 

company continues to meet growth expectations. SSG is on 

track towards attaining its 50-store target, while long term 

margin is expected to track to our expectations. The company 

is one of the most well-run grocery retailers in ASEAN, leading 

regional peers in profitability, cash flow generation and 

working capital management. Dividend continues to be 

attractive at 4.2% based on FY16F DPS of 3.74 Scts.  
 

1Q16 1Q16 1Q16 1Q16 earnings in lineearnings in lineearnings in lineearnings in line.... While revenue met our numbers, we 

were slightly aggressive in our gross margin assumptions which 

meant operating margins disappointed. But earnings were 

eventually offset by higher-than-expected government grants 

in the form of wage credits. SSSG was -0.5% affected by weak 

Chinese New Year demand, Loyang, Geylang and Woodlands 

stores. Higher wage credit has led us to raise our FY17F’s 

earnings by 5% as a result.  
 

New stores, margins to support growth. New stores, margins to support growth. New stores, margins to support growth. New stores, margins to support growth. Sheng Siong is 

expected to add another four stores in 2Q16 (15,000 sqft at 

Yishun Junction 9, 3,500 sqft at Circuit Road, 3,000 sqft at 

Upper Boon Keng, and 3,300 sqft at Sengkang Fernvale). We 

expect margin outlook to sustain this year, and improve further 

in FY17F from more bulk purchasing and fresh sales mix. 

These, along with government grants, should support growth.   
 

Valuation: 

Our target price for Sheng Siong is S$1.04 based on 25x 

blended FY16F/FY17F PE. Valuation is pegged to below +1SD 

of its historical mean and below regional peers' average of 27x 

PE. 
 

Key Risks to Our View: 

Store openings, price competition.Store openings, price competition.Store openings, price competition.Store openings, price competition. Revenue growth will be led 

by new store openings. Excessive discounts and promotions in 

the market by competitors will ultimately result in lower 

margins. 
 
At A Glance     
Issued Capital (m shrs) 1,504 

Mkt. Cap (S$m/US$m) 1,338 / 992 

Major Shareholders (%)  

SS Holdings 29.85     

Lim Family 33.99     

Free Float (%) 36.16     

3m Avg. Daily Val (US$m) 0.86 

ICB IndustryICB IndustryICB IndustryICB Industry :    Consumer Services / Food & Drug Retailers 
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WHAT’S NEW 

Decent set of results 

1Q16 earnings were 1Q16 earnings were 1Q16 earnings were 1Q16 earnings were withinwithinwithinwithin    expectations.expectations.expectations.expectations. Net profit of 

S$16.4m (+17% y-o-y) was in line with expectations. Revenue 

met our expectations. But operating margins were a tad 

below because we were expecting slightly faster margin 

expansion. Nonetheless, gross margins of 24.5% were still 

decent. Lower-than-expected margins were compensated by 

higher wage credits in the form of government grants, which 

helped to align our net profit forecast to the reported 1Q16 

earnings.  

 

Revenue driven by new storesRevenue driven by new storesRevenue driven by new storesRevenue driven by new stores;;;;    SSSG falls.SSSG falls.SSSG falls.SSSG falls. Revenue of 

S$209m (+11.5% y-o-y) was boosted by new stores. 

Otherwise, SSSG fell by 0.5% due to 1) weak Chinese New 

Year demand; 2) ongoing renovation around Loyang store; 3) 

liquor sales decline in Geylang store; and 4) slower sales at 

the Woodlands store due to the weak ringgit.  

 

Gross margins lower sequentially but improved Gross margins lower sequentially but improved Gross margins lower sequentially but improved Gross margins lower sequentially but improved slightly yslightly yslightly yslightly y----oooo----y.y.y.y. 

Gross margins were comparable to 1Q15 but declined slightly 

from 4Q15. This was due to the effect of Chinese New Year 

sales where promotions and discounting were more intense 

compared to 4Q15.  

 

Opex Opex Opex Opex slightly lowerslightly lowerslightly lowerslightly lower.... Operating expenses amounted to 

S$35.4m (+8.8% y-o-y, +4.2% q-o-q), growing slower than 

revenue on both a sequential and y-o-y basis. 1Q16 saw 

lower staff costs, distribution expenses and other expenses as 

a percentage of sales compared to both 4Q15 and 1Q15.  

 

Benefitted from higBenefitted from higBenefitted from higBenefitted from higher wage credit. her wage credit. her wage credit. her wage credit. Other operating income 

was S$3.8m, the highest ever. S$2.2m of it comprised 

government grants in the form of wage credit and special 

employment credit schemes. This was above our expectations.  

 

Slight rental savings on Bedok property Slight rental savings on Bedok property Slight rental savings on Bedok property Slight rental savings on Bedok property purchasepurchasepurchasepurchase.... Sheng 

Siong had, on 8 April, announced that it will acquire the 

property for its Bedok store for S$53m. The Bedok store is 

one of SSG’s key stores and acquiring the property will 

minimise risks of store closure in the event the landlord sells 

the property. We expect slight rental savings at the Bedok 

store going forward and have accounted for the property 

purchase in our cash flow and balance sheet projections. 

 

Revise FY17F earnings by 5%. Revise FY17F earnings by 5%. Revise FY17F earnings by 5%. Revise FY17F earnings by 5%. There is no change to our 

FY16F net profit forecast. However, we have lowered 

operating margin on slower-than-expected gross margin 

expansion, compensated by higher government grants. Our 

core numbers for FY17F are unchanged, except for higher 

government grants going forward. We see wage credits 

increasing in line with a higher store count, which lifts our 

earnings by 5%.  

 

Maintain Maintain Maintain Maintain BUYBUYBUYBUY, TP , TP , TP , TP raised to raised to raised to raised to S$S$S$S$1.041.041.041.04.... We continue to value 

Sheng Siong based on 25x earnings. Our TP is now raised to 

S$1.04 as we roll over our earnings base from FY16F to 

blended FY16F/FY17F. Maintain BUY for 17% upside.  
 

 

 

 
Quarterly / Interim Income Statement (S$m) 

FY FY FY FY DecDecDecDec        1Q1Q1Q1Q2015201520152015    4Q4Q4Q4Q2015201520152015    1Q1Q1Q1Q2016201620162016    % chg   yoy % chg   yoy % chg   yoy % chg   yoy     % chg qoq% chg qoq% chg qoq% chg qoq    

      Revenue 198 187 209 5.1 11.5 

Cost of Goods Sold (150) (140) (158) 5.1 12.2 

Gross ProfitGross ProfitGross ProfitGross Profit    48.548.548.548.5    46.746.746.746.7    51.051.051.051.0    5.25.25.25.2    9.29.29.29.2    

Other Oper. (Exp)/Inc (33.9) (32.5) (35.4) 4.2 8.8 

Operating ProfitOperating ProfitOperating ProfitOperating Profit    14.614.614.614.6    14.214.214.214.2    15.615.615.615.6    7.47.47.47.4    9.99.99.99.9    

Other Non Opg (Exp)/Inc 2.24 1.95 3.82 70.8 95.8 

Associates & JV Inc 0.0 0.0 0.0 nm nm 

Net Interest (Exp)/Inc 0.27 0.31 0.34 27.9 11.0 

Exceptional Gain/(Loss) 0.0 0.0 0.0 nm nm 

PrePrePrePre----tax Profittax Profittax Profittax Profit    17.117.117.117.1    16.516.516.516.5    19.819.819.819.8    16.116.116.116.1    20.120.120.120.1    

Tax (3.0) (1.9) (3.4) 12.6    79.6    

Minority Interest 0.0 0.0 0.0 nm    nm    

Net ProfitNet ProfitNet ProfitNet Profit    14.114.114.114.1    14.614.614.614.6    16.416.416.416.4    16.816.816.816.8    12.412.412.412.4    

Net profit bef Except. 14.1 14.6 16.4 16.8 12.4 

EBITDA  20.0 19.8 23.0 15.2 16.6 

Margins (%)      

Gross Margins  24.4 25.0 24.5   

Opg Profit Margins  7.3 7.6 7.5   

Net Profit Margins  7.1 7.8 7.9   

Source of all data: Company, DBS Bank 
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CRITICAL DATA POINTS TO WATCH 

 

Earnings Drivers:  

Store expansion. Store expansion. Store expansion. Store expansion. Sheng Siong currently operates only 39 stores. 

Compared to the other local operators, it has scope to expand 

its store network, particularly in areas such as Bukit Batok, 

Serangoon, Hougang and Seng Kang where it has a low 

presence. Management targets to ultimately operate 50 stores 

islandwide. In the past six years, 0-8 stores were opened 

annually, largely a function of the supply of HDB shop space 

available for tender and Sheng Siong’s ability to win the 

tenders. Sheng Siong mainly operates in HDB estates.   

  

Gross margin expansion through bGross margin expansion through bGross margin expansion through bGross margin expansion through better sales mix. etter sales mix. etter sales mix. etter sales mix. The gross 

margin for fresh products is estimated to be >30%, and close to 

20% for non-fresh grocery items. Sheng Siong’s product mix 

stands at approximately 40% fresh vs 60% non-fresh. We see 

headroom for sales mix to improve to 50% as it skews its store 

offering more towards fresh products.    

  

Margin expansion through bulk purchasing at its Mandai Margin expansion through bulk purchasing at its Mandai Margin expansion through bulk purchasing at its Mandai Margin expansion through bulk purchasing at its Mandai 

Distribution Centre. Distribution Centre. Distribution Centre. Distribution Centre. The Mandai Distribution Centre allows 

Sheng Siong to perform direct sourcing and bulk handling. This 

effectively drives down input costs, resulting in cost savings and 

better margins. We estimate that the facility is currently running 

at only 60% of capacity and expects it to achieve >80% 

ultimately as it secures more suppliers and products to trade 

through the distribution centre. Margins are expected to trend 

up as utilisation increases towards optimal capacity.    

  

Margin expansion through direct sourcing.Margin expansion through direct sourcing.Margin expansion through direct sourcing.Margin expansion through direct sourcing. Increasingly, Sheng 

Siong is sourcing directly from suppliers such as farms instead of 

from middlemen. The company has the resources to place 

orders in cheaper but large quantities, which is welcomed by 

producers.   

  

Generating more sameGenerating more sameGenerating more sameGenerating more same----storestorestorestore----sales growth to increase revenue. sales growth to increase revenue. sales growth to increase revenue. sales growth to increase revenue. 

Sheng Siong has been able to maintain a positive SSSG since 

4Q13 (bar 4Q15, 1Q16) through longer operating hours and 

renovation of older stores, offering the correct products and 

effective marketing. Maintaining a positive SSSG will support 

earnings growth.   

  

Future earnings drivers, eFuture earnings drivers, eFuture earnings drivers, eFuture earnings drivers, e----commerce and China JV (in commerce and China JV (in commerce and China JV (in commerce and China JV (in 

Kunming).Kunming).Kunming).Kunming).  Both developments are at their initial stages. The 

market for e-commerce remains small and the business model 

in Kunming is still under trial. This is even though Sheng Siong 

already has 1) an up-and-running e-commerce operation which 

services selected areas in Singapore; and 2) the JV in Kunming 

has already secured the relevant licences to operate there. It 

targets to open its first Kunming store in 2H15. Downside for 

the JV is limited to US$6m paid-up capital which is sufficient to 

open 2-3 new stores. 

Rev per sqft 

 

Operation Area (sqft) 

 

Number of stores 

 

Same store sales growth 

 

Gross margin (%) 

 
Source: Company, DBS Bank 
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Balance Sheet: 

Net cash of over S$1Net cash of over S$1Net cash of over S$1Net cash of over S$100000000m or m or m or m or >7>7>7>7    Scts per share. Scts per share. Scts per share. Scts per share. The excess cash 

allows for strategic store acquisitions if suitable real estate arises 

for it to expand its store presence in the future. The business 

generates positive working capital. Inventory is purchased on 

credit, turned quickly and sold for cash. Over the past seven 

years, the business has generated between S$20-75m of 

operating cash flow each year. Dividend payout is attractive at 

90%. We expect this to be maintained as long as there is no 

significant requirement for cash funding. 
 

Share Price Drivers: 

Strong earnings growth performance. Strong earnings growth performance. Strong earnings growth performance. Strong earnings growth performance. Sheng Siong’s financial 

performance has consistently met our expectations, delivering 

earnings growth (CAGR of 20.4% since FY11) through a 

combination of margin expansion, store growth and SSSG. It is 

this consistency, together with strong dividend payout of 90% 

and yield of 4%, that has led to the stock’s re-rating from 20x 

to 22x FY15F PE currently. We believe continued delivery of 

consistent performance and profit growth will support a strong 

share price.    

  

China to be a wildcard. China to be a wildcard. China to be a wildcard. China to be a wildcard.  We believe Sheng Siong’s JV in China is 

a wildcard. If operations prove to be successful in time to come, 

China will provide an alternate source of growth in the future. 

There is scope for the number of stores to increase should 

Sheng Siong’s business model work. Downside remains limited 

to US$6m for now should the JV fail. 
 

Key Risks: 

Revenue growth limited by store openings. Revenue growth limited by store openings. Revenue growth limited by store openings. Revenue growth limited by store openings. Store expansion in 

Singapore is largely dependent on the supply of new 

supermarket retail space released by HDB and its ability to 

secure the tenders.     

   

Excessive discounts and promotions may erode margins.  Excessive discounts and promotions may erode margins.  Excessive discounts and promotions may erode margins.  Excessive discounts and promotions may erode margins.  

Heavier discounts and promotions vis-a-vis competitors would 

drive sales revenue, but this could be gained at the expense of 

margins. 
 

Company Background 

Sheng Siong is the third largest supermarket operator in 

Singapore, behind NTUC Fairprice and Dairy Farm 

International.                     
 

Leverage & Asset Turnover (x) 

 

Capital Expenditure 

 

ROE (%) 

 

Forward PE Band (x) 

 

PB Band (x) 

 
Source: Company, DBS Bank 
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Key Assumptions 

FY FY FY FY DecDecDecDec         2013201320132013AAAA    2014201420142014AAAA    2015201520152015AAAA    2016201620162016FFFF    2017201720172017FFFF    

         
  Rev per sqft 1,718 1,815 1,892 1,890 1,890    

  Operation Area (sqft) 400,000 404,000 431,000 471,000 461,000    

  Number of stores 33.0 34.0 39.0 44.0 47.0    

         

         
 
Segmental Breakdown  

FY FY FY FY DecDecDecDec         2013201320132013AAAA    2014201420142014AAAA    2015201520152015AAAA    2016201620162016FFFF    2017201720172017FFFF    
            
Revenues (S$m)         

        Singapore 687 726 764 836 806    

TotalTotalTotalTotal    687687687687    726726726726    764764764764    836836836836    806806806806    

Operating profit (S$m)      
  Singapore    41.6 52.2 57.2 60.2 64.9    

TotalTotalTotalTotal    41.641.641.641.6    52.252.252.252.2    57.257.257.257.2    60.260.260.260.2    64.964.964.964.9    

Operating profit Margins 
(%) 

     
  Singapore 6.1 7.2 7.5 7.2 8.0    

TotalTotalTotalTotal 6.16.16.16.1    7.27.27.27.2    7.57.57.57.5    7.27.27.27.2    8.08.08.08.0    

 
Income Statement (S$m) 

FY FY FY FY DecDecDecDec     2013201320132013AAAA    2014201420142014AAAA    2015201520152015AAAA    2016201620162016FFFF    2017201720172017FFFF    
      
Revenue 687 726 764 836 806    

Cost of Goods Sold (529) (550) (576) (632) (605)    

Gross ProfitGross ProfitGross ProfitGross Profit    158158158158    176176176176    189189189189    204204204204    202202202202    

Other Opng (Exp)/Inc (117) (124) (132) (144) (137)    

Operating ProfitOperating ProfitOperating ProfitOperating Profit 41.641.641.641.6    52.252.252.252.2    57.257.257.257.2    60.260.260.260.2    64.964.964.964.9    
Other Non Opg (Exp)/Inc 4.89 3.80 9.26 11.7 11.4    

Associates & JV Inc 0.0 0.0 0.0 0.0 0.0    

Net Interest  (Exp)/Inc    1.05 1.19 1.22 1.38 0.78    

Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0    

PrePrePrePre----tax Profittax Profittax Profittax Profit 47.647.647.647.6    57.157.157.157.1    67.767.767.767.7    73.373.373.373.3    77.177.177.177.1    
Tax    (8.7) (10.2) (10.9) (12.5) (13.2)    

Minority Interest 0.0 0.0 0.0 0.0 0.0    

Preference Dividend 0.0 0.0 0.0 0.0 0.0    

Net ProfitNet ProfitNet ProfitNet Profit 38.938.938.938.9    47.047.047.047.0    56.856.856.856.8    60.860.860.860.8    64.064.064.064.0    
Net Profit before Except. 38.9 47.0 56.8 60.8 64.0    

EBITDA  51.7 63.0 70.6 74.5 78.7    

Growth      

Revenue Gth (%) 7.9 5.6 5.3 9.4 (3.5) 

EBITDA Gth (%) 19.8 21.9 12.1 5.5 5.6 

Opg Profit Gth (%) 19.8 25.3 9.7 5.2 7.8 

Net Profit Gth (Pre-ex) (%) 24.7 20.8 20.8 7.0 5.3 

Margins & Ratio      

Gross Margins (%) 23.0 24.2 24.7 24.5 25.0 

Opg Profit Margin (%) 6.1 7.2 7.5 7.2 8.0 

Net Profit Margin (%) 5.7 6.5 7.4 7.3 7.9 

ROAE (%) 25.8 24.3 23.6 24.7 25.5 

ROA (%) 15.9 15.8 15.9 16.2 16.7 

ROCE (%) 22.3 22.0 19.8 20.1 21.3 

Div Payout Ratio (%) 92.5 92.1 92.7 92.7 92.7 

Net Interest Cover (x) NM    NM NM NM NM    

Source: Company, DBS Bank 

40,000-sqft Woodlands 
store to close 

Affected by Woodlands 
store closure 

Includes government 
grants and wage credits 
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Quarterly / Interim Income Statement (S$m) 

FY FY FY FY DecDecDecDec        1Q1Q1Q1Q2015201520152015    2Q2Q2Q2Q2015201520152015    3Q3Q3Q3Q2015201520152015    4Q4Q4Q4Q2015201520152015    1Q1Q1Q1Q2016201620162016    
      
Revenue 198 179 200 187 209 

Cost of Goods Sold (150) (134) (151) (140) (158) 

Gross ProfitGross ProfitGross ProfitGross Profit    48.548.548.548.5    45.145.145.145.1    48.848.848.848.8    46.746.746.746.7    51.051.051.051.0    
Other Oper. (Exp)/Inc (33.9) (31.5) (33.8) (32.5) (35.4) 

Operating ProfitOperating ProfitOperating ProfitOperating Profit    14.614.614.614.6    13.613.613.613.6    15.015.015.015.0    14.214.214.214.2    15.615.615.615.6    
Other Non Opg (Exp)/Inc 2.24 2.30 2.78 1.95 3.82 

Associates & JV Inc 0.0 0.0 0.0 0.0 0.0 

Net Interest (Exp)/Inc 0.27 0.30 0.34 0.31 0.34 

Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0 

PrePrePrePre----tax Profittax Profittax Profittax Profit    17.117.117.117.1    16.216.216.216.2    18.118.118.118.1    16.516.516.516.5    19.819.819.819.8    
Tax (3.0) (2.6) (3.5) (1.9) (3.4) 

Minority Interest 0.0 0.0 0.0 0.0 0.0 

Net ProfitNet ProfitNet ProfitNet Profit    14.114.114.114.1    13.613.613.613.6    14.714.714.714.7    14.614.614.614.6    16.416.416.416.4    
Net profit bef Except. 14.1 13.6 14.7 14.6 16.4 

EBITDA  20.0 19.2 21.2 19.8 23.0 

      

Growth      

Revenue Gth (%) 11.2 (9.8) 11.7 (6.4) 11.5 

EBITDA Gth (%) 21.5 (4.2) 10.4 (6.6) 16.6 

Opg Profit Gth (%) 6.6 (6.6) 10.5 (5.3) 9.9 

Net Profit Gth (Pre-ex) (%) 19.2 (3.0) 7.5 (0.4) 12.4 

Margins      
Gross Margins (%) 24.4 25.2 24.4 25.0 24.5 

Opg Profit Margins (%) 7.3 7.6 7.5 7.6 7.5 

Net Profit Margins (%) 7.1 7.6 7.3 7.8 7.9 
 
Balance Sheet (S$m) 

FY FY FY FY DecDecDecDec        2013201320132013AAAA    2014201420142014AAAA    2015201520152015AAAA    2016201620162016FFFF    2017201720172017FFFF    
      
Net Fixed Assets 90.8 161 178 234 231    

Invts in Associates & JVs 0.0 0.0 0.0 0.0 0.0    

Other  LT  Assets 0.0 0.0 0.0 0.0 0.0    

Cash & ST Invts    99.7 130 126 77.9 85.4    

Inventory 45.6 43.1 52.5 57.6 55.2    

Debtors 12.3 10.8 11.8 12.9 12.4    

Other Current Assets 0.0 0.0 0.0 0.0 0.0    

Total AssetsTotal AssetsTotal AssetsTotal Assets 248248248248    345345345345    368368368368    382382382382    383383383383    

      
ST Debt 
 

0.0 0.0 0.0 0.0 0.0    

Creditor 88.2 95.9 109 119 115    

Other  Current Liab 7.94 10.7 12.7 12.5 13.2    

LT Debt 0.0 0.0 0.0 0.0 0.0    

Other  LT  Liabilities 2.29 2.20 2.24 2.24 2.24    

Shareholder’s Equity    150 236 244 249 253    

Minority Interests 0.0 0.0 0.0 0.0 0.0    

Total Cap. & Liab.Total Cap. & Liab.Total Cap. & Liab.Total Cap. & Liab. 248248248248    345345345345    368368368368    382382382382    383383383383    

      
Non-Cash Wkg. Capital (38.4) (52.7) (57.1) (60.9) (60.3) 

Net Cash/(Debt) 99.7 130 126 77.9 85.4 

Debtors Turn (avg days) 5.0 5.8 5.4 5.4 5.7    

Creditors Turn (avg days) 59.0 62.3 66.4 67.3 72.1    

Inventory Turn (avg days) 30.1 30.0 31.0 32.5 34.8    

Asset Turnover (x) 2.8 2.4 2.1 2.2 2.1    

Current Ratio (x) 1.6 1.7 1.6 1.1 1.2    

Quick Ratio (x) 1.2 1.3 1.1 0.7 0.8    

Net Debt/Equity (X) CASH CASH CASH CASH CASH    

Net Debt/Equity ex MI (X) CASH CASH CASH CASH CASH    

Capex to Debt (%) N/A N/A N/A N/A N/A 

Z-Score (X) 10.9    10.1 9.2 8.9 9.1    

Source: Company, DBS Bank 

 

  

Cash paid out for 
Bedok property 
purchase 
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Cash Flow Statement (S$m) 

FY FY FY FY DecDecDecDec        2013201320132013AAAA    2014201420142014AAAA    2015201520152015AAAA    2016201620162016FFFF    2017201720172017FFFF    
      
Pre-Tax Profit 47.6 57.1 67.7 73.3 77.1 

Dep. & Amort. 10.1 10.9 13.4 14.3 13.8 

Tax Paid (8.7) (7.5) (10.7) (12.7) (12.5) 

Assoc. & JV Inc/(loss) 0.0 0.0 0.0 0.0 0.0 

Chg in Wkg.Cap. (2.6) 11.5 2.54 3.88 (1.2) 

Other Operating CF (1.2) (0.3) 0.52 0.0 0.0 

Net Operating CFNet Operating CFNet Operating CFNet Operating CF    45.145.145.145.1    71.771.771.771.7    73.573.573.573.5    78.878.878.878.8    77.277.277.277.2    
Capital Exp.(net) (26.1) (80.8) (30.4) (70.5) (10.5) 

Other Invts.(net) 0.0 0.0 0.0 0.0 0.0 

Invts in Assoc. & JV 0.0 0.0 0.0 0.0 0.0 

Div from Assoc & JV 0.0 0.0 0.0 0.0 0.0 

Other Investing CF 1.05 0.92 1.22 0.0 0.0 

Net Investing CFNet Investing CFNet Investing CFNet Investing CF    (25.0)(25.0)(25.0)(25.0)    (79.9)(79.9)(79.9)(79.9)    (29.2)(29.2)(29.2)(29.2)    (70.5)(70.5)(70.5)(70.5)    (10.5)(10.5)(10.5)(10.5)    
Div Paid (40.8) (40.1) (48.9) (56.3) (59.3) 

Chg in Gross Debt  0.0 0.0 0.0 0.0 0.0 

Capital  Issues 0.0 79.0 0.0 0.0 0.0 

Other Financing CF 0.0 0.0 0.0 0.0 0.0 

Net Financing CFNet Financing CFNet Financing CFNet Financing CF    (40.8)(40.8)(40.8)(40.8)    38.938.938.938.9    (48.9)(48.9)(48.9)(48.9)    (56.3)(56.3)(56.3)(56.3)    (59.3)(59.3)(59.3)(59.3)    

Currency Adjustments 0.0 0.0 0.04 0.0 0.0 

Chg in Cash (20.7) 30.8 (4.5) (48.0) 7.43 

Opg CFPS (S cts) 3.45 4.00 4.72 4.98 5.21 

Free CFPS (S cts) 1.38 (0.6) 2.86 0.55 4.44 

Source: Company, DBS Bank

 

 
 
Target Price & Ratings History 

 

Source: DBS Bank 
  

S.No.S.No.S.No.S.No. DateDateDateDate
Closing Closing Closing Closing 

PricePricePricePrice

Target  Target  Target  Target  

PricePricePricePrice
Rat ing Rat ing Rat ing Rat ing 

1: 22 Jul 15 0.88 0.98 BUY

2: 24 Jul 15 0.89 1.00 BUY

3: 23 Oct 15 0.88 1.01 BUY

4: 17 Dec 15 0.84 1.01 BUY

5: 24 Feb 16 0.87 1.01 BUY

                       Note                       Note                       Note                       Note : Share price and Target price are adjusted for corporate actions.

1

2

3

4
5

0.76

0.81

0.86

0.91

0.96

Apr-15 Aug-15 Dec-15 Apr-16

S$S$S$S$

Includes S$53m Bedok 
property purchase 
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DBS Bank recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUYSTRONG BUYSTRONG BUYSTRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY BUY BUY BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLDHOLDHOLDHOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUEDFULLY VALUEDFULLY VALUEDFULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL SELL SELL SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends 

 

GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER GENERAL DISCLOSURE/DISCLAIMER     

This report is prepared by This report is prepared by This report is prepared by This report is prepared by DBS Bank LtdDBS Bank LtdDBS Bank LtdDBS Bank Ltd. . . .  This report is solely intended for the clients of DBS Bank Ltd and DBS Vickers Securities (Singapore) Pte 

Ltd, its respective connected and associated corporations and affiliates (collectively, the “DBS Vickers Group”) only and no part of this document 

may be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd.  

 

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS 

Bank Ltd., its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, 

the “DBS Group”)) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are subject to 

change without notice. This document is prepared for general circulation. Any recommendation contained in this document does not have regard 

to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of 

addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal 

or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of 

profit) arising from any use of and/or reliance upon this document and/or further communication given in relation to this document.  This 

document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or 

persons associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group may have 

positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and 

other banking services for these companies.   

 

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can 

be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. 

The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it 

may not contain all material information concerning the company (or companies) referred to in this report. 

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 

assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on 

which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual 

results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED 

UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:  

 

(a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and  

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 

assessments stated therein. 

 

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein.  They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the 

commodity referred to in this report.  

 

DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research 

department,  has  not participated in any public offering of securities as a manager or co-manager or in any other investment banking transaction 

in the past twelve months and does not engage in market-making.  

 

ANALYST CERTIFICATIONANALYST CERTIFICATIONANALYST CERTIFICATIONANALYST CERTIFICATION    

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her 

compensation was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of 28 Apr 2016, 

the analyst(s) and his/her spouse and/or relatives who are financially dependent on the analyst(s), do not hold interests in the securities 

recommended in this report (“interest” includes direct or indirect ownership of securities).  

 

COMPANYCOMPANYCOMPANYCOMPANY----SPECIFIC / RSPECIFIC / RSPECIFIC / RSPECIFIC / REGULATORY DISCLOSURES EGULATORY DISCLOSURES EGULATORY DISCLOSURES EGULATORY DISCLOSURES     
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1.1.1.1. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates have a proprietary position in 

Sheng Siong Group recommended in this report as of 31 Mar 2016    

    

2.2.2.2. DBS Bank Ltd does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Research Report.    

3.3.3.3. ComComComCompensation for investment banking services: pensation for investment banking services: pensation for investment banking services: pensation for investment banking services:     

 DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities as a 

manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to obtain further 

information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document 

should contact DBSVUSA exclusively.  

    

    

RESTRICTIONS ON DISTRIBUTION RESTRICTIONS ON DISTRIBUTION RESTRICTIONS ON DISTRIBUTION RESTRICTIONS ON DISTRIBUTION     

GeneralGeneralGeneralGeneral    This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of 
or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 
would be contrary to law or regulation. 
 

AustraliaAustraliaAustraliaAustralia    This report is being distributed in Australia by DBS Bank Ltd. (“DBS”) or DBS Vickers Securities (Singapore) Pte Ltd 
(“DBSVS”), both of which are exempted from the requirement to hold an Australian Financial Services Licence under the 
Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS and DBSVS are 
regulated by the Monetary Authority of Singapore under the laws of Singapore, which differ from Australian laws. 
Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 
 

Hong KongHong KongHong KongHong Kong    This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by the 
Hong Kong Securities and Futures Commission. 
 

IndonesiaIndonesiaIndonesiaIndonesia    This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.  
 

MalaysiaMalaysiaMalaysiaMalaysia    This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received 
from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection 
with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report 
are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their 
respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties 
related or associated with any of them may have positions in, and may effect transactions in the securities mentioned 
herein and may also perform or seek to perform broking, investment  banking/corporate advisory and other services for 
the subject companies. They may also have received compensation and/or seek to obtain compensation for broking, 
investment banking/corporate advisory and other services from the subject companies. 

 

 

Wong Ming Tek, Executive Director, ADBSR 
 

SingaporeSingaporeSingaporeSingapore    This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn 
No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by 
the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective 
foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the 
Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited 
Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the 
report to such persons only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 
2288 for matters arising from, or in connection with the report. 
 

ThailandThailandThailandThailand    This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are 
only intended for institutional clients only and no other person may act upon it. 
 

United KingdomUnited KingdomUnited KingdomUnited Kingdom    This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 
 

DubaiDubaiDubaiDubai    

    

This research report is being distributed in The Dubai International Financial Centre (“DIFC”) by DBS Bank Ltd., (DIFC 
Branch) having its office at PO Box 506538, 3rd Floor, Building 3, East Wing, Gate Precinct, Dubai International Financial 
Centre (DIFC), Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial Services 
Authority. This research report is intended only for professional clients (as defined in the DFSA rulebook) and no other 
person may act upon it. 
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United StatesUnited StatesUnited StatesUnited States    This report was prepared by DBS Bank Ltd.  DBSVUSA did not participate in its preparation.  The research analyst(s) 
named on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. 
The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a 
subject company, public appearances and trading securities held by a research analyst. This report is being distributed in 
the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to Major 
U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified persons 
as DBSVUSA may authorize.  Any U.S. person receiving this report who wishes to effect transactions in any securities 
referred to herein should contact DBSVUSA directly and not its affiliate.  
 

Other jurisdictioOther jurisdictioOther jurisdictioOther jurisdictionsnsnsns    In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 
 

DBS Bank LtdDBS Bank LtdDBS Bank LtdDBS Bank Ltd        

12 Marina Boulevard, Marina Bay Financial Centre Tower 3 

Singapore 018982 

Tel. 65-6878 8888   

Company Regn. No. 196800306E 

      
 


