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KUALA LUMPUR: Serba Dinamik Holdings Bhd is con dent it can mitigate
the impact of a resurgent ringgit on its earnings this year.
Yesterday, the local currency was trading at 3.8690 to the US Dollar, having
strengthened 3.74% since the year began. One year ago, the ringgit was
trading at 4.4605 to the greenback.
That would be a concern for Serba Dinamik shareholders as the group
counted 64% of its revenue in the nancial year ended Dec 31, 2016 (FY16)
from international markets.

Every 1% change in the exchange rate impacts Serba Dinamik’s net pro t by
0.8%, UOB Kay Hian estimated in a March 15 note.
Group managing director and chief executive o cer (CEO) Datuk Dr Mohd
Abdul Karim Abdullah acknowledged the risk but said the group could still
grow its top line and bottom line this year, pointing to its aggressive
expansion into new markets to grow earnings.
“For example, we are now in Africa and revenue will start coming in soon.
We are also pushing quite aggressively in Central Asia, so these [additional
incomes] will partly mitigate the forex (foreign exchange) impact,” he said in
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a brief conversation with The Edge Financial Daily last week.
The geographical diversi cation would also lessen risk in some markets such
as the Middle East, where geopolitical risk is always a potential concern.
As at FY16, 36% of Serba Dinamik’s audited turnover came from Malaysia,
with Qatar — where a regional diplomatic row has cast uncertainty on
businesses — the second-largest market with 18.5%. Saudi Arabia, Bahrain
and the United Arab Emirates collectively accounted for another 30.2% of
revenue that year, according to Bloomberg data.
He also noted that Serba Dinamik’s overseas operations have a natural hedge
— both revenue and cost are mainly in US dollars.
That would mean pro t margins would stay largely intact despite distortions
in the gures due to forex movements.
To recap, Serba Dinamik clinched its maiden venture into Africa last October
via a 25:75 partnership to set up a chlor-alkali plant in Tanzania.
As part of the joint venture, Serba Dinamik will also participate in the
engineering, procurement, construction and commissioning (EPCC) works
worth RM295.26 million.
Ground-breaking for the chlor-alkali plant is slated for mid-April, said Abdul
Karim.
The group is also actively bidding for opportunities in Central Asia, with 10
proposals collectively worth US$5 billion (RM19.35 billion). Abdul Karim
indicated that the group’s historical success rate is about 50%.
The rapid expansion pace has supported its share price performance. Its
share price had risen as much as 144%, to RM3.66 on Feb 28, from its listing
price of RM1.50.
However, last week the stock dropped 15.3% over ve consecutive trading
days as talks of a trade war shook markets.
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Yesterday, the stock ended higher for the rst time in six trading days, up
4.17% or 12 sen to close at RM3.00, giving it a market capitalisation of RM4.41
billion.
The emerging question is whether Serba Dinamik can sustain its rapid
expansion pace since being listed on Feb 8, 2017.
Since being listed, its outstanding order book has grown to RM6 billion from
RM3.6 billion. It is targeting RM7.5 billion for 2018.
Apart from EPCC and operations and maintenance (O&M) works, the group
has also gone into power production, water treatment, as well as an
industrial park project in Pengerang, Johor.
The strain is beginning to show. Its unaudited nancial statements for FY17
indicated that the group increased its cash position by RM114.74 million —
thanks to the listing proceeds of RM407.1 million.
On Jan 9, Serba Dinamik proposed a rights issue to raise up to RM433.88
million by issuing as much as 133.5 million shares or 10% of outstanding
shares.
Proceeds would be used for its Pengerang development and as working
capital for its Tanzanian project, it said.
An analyst who declined to be identi ed told The Edge Financial Daily that
Serba Dinamik needs heavy working capital and would need to manage this
area delicately to avoid being overstretched down the road.
A UOB Kay Hian report dated March 15 said EPCC jobs require high capital
upfront compared to O&M jobs. From its RM6 billion outstanding order book,
a third comprises EPCC contracts, the report noted.
A possible dilemma would be that cash calls would dilute minority
shareholders’ stakes. While borrowings may avoid that situation, higher
interest payments would cut into earnings which may lead to lower
dividends.
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Serba Dinamik has a dividend policy of paying out at least 30% of net pro ts.
When asked about concerns over the need for funding, Abdul Karim said
Serba Dinamik remains on strong footing. This year, the focus is on executing
projects in hand, he said.
He added that the group has room to borrow funds if necessary and will nd
a balance between equity expansion and gearing up.
The group had RM604.86 million in short-term borrowings as at Dec 31, 2017.
Coupled with long-term borrowings of RM84.73 million o set against
RM293.2 million cash, its net gearing stood at 0.28 times.
“So there is still a lot of room that we can utilise. The guideline we have put
internally is that gearing should not exceed 2.0 times, but we would like to
stay between 1.0 to 1.5 times,” he says.

Subscribe to Editor's Picks
& Mid-day email alert
We deliver news to your
inbox daily

Email Address
SUBSCRIBE

FEATURED VIDEOS

http://www.theedgemarkets.com/article/serba-dinamik-sees-growth-despite-ringgit-factor

5/8

4/10/2018

Serba Dinamik sees growth despite ringgit factor | The Edge Markets





09 Apr | 08:47pm  Featured

09 Apr | 01:38pm  Featured

EVENING 5: GST ‘fairer’ than direct
i

BEHIND THE STORY: GST: M40
b
h b

06 Apr | 08:42pm

EVENING 5
f

 MOST READ
MOST WATCHED

1

As Najib seeks reelection,
Johor may no longer be
the jewel in the crown

2

Why Grab boss sees a
world where "local
champions" rise

3

Lim Kok Thay: Genting
'cautiously optimistic' on
global economic
prospects

http://www.theedgemarkets.com/article/serba-dinamik-sees-growth-despite-ringgit-factor

6/8

4/10/2018

Serba Dinamik sees growth despite ringgit factor | The Edge Markets

4
5

BN expecting to win
viewed as positive for
market, says analyst
'Not on anyone's side':
Johor's crown prince
defends comments on
Malaysian politics

http://www.theedgemarkets.com/article/serba-dinamik-sees-growth-despite-ringgit-factor

7/8

4/10/2018

Serba Dinamik sees growth despite ringgit factor | The Edge Markets

(https://www.edgeprop.my)
Chelsea Hotel's
doors go on auc
to homeless ma
(/content/13057
(/content/1305777/chelseahotels-storied-d
hotels-storied-doors-goauction-thanks
auction-thanks-homelesshomeless-man)
man)
GE 14, potential
interest rate hike key
deterrents to propert
VIEW MORE >>
demand
(HTTPS://WWW.EDGEPROP.MY/NEWS?
(/content/1305673/ge- (/content/1305673/ge
FIELD_CATEGORY_VALUE=NEWS)
14-potential-interest- 14-potential-interest

e-Paper
Desktop Reader

Home

About Us

Join Us
Sitemap

Contact Us
Term of use

Advertise with us

Subscription

PDPA

© All rights reserved. 2018. The Edge Communications Sdn. Bhd.

http://www.theedgemarkets.com/article/serba-dinamik-sees-growth-despite-ringgit-factor

8/8

