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3Q13 results at a glance

 3Q13 earnings remain in negative territory, with net loss of S$0.8m
forming 28% of our full year loss forecast. Although there appears to
be a big drop compared to 3Q12, this was actually due to a one-off
investment gain of S$15m in 3Q12; stripping this out, loss narrowed
by 64%.
 Revenue for 3Q13 jumped 44% yoy to $107.7m. On a 9M basis, the
increase was 28% yoy to S$288.4m. This was due to both distribution
and investment revenues improving.
 Operating profit for 3Q13 improved to S$0.7m, as compared to a loss
of S$0.6m a year ago. This was mainly due to cost control, as
distribution costs were flat while administrative expenses decreased
22% yoy, as the group’s staff costs have been lowered since 1Q13
due to lower staff headcount.
 Net gearing has increased since the start of the year from 37% to
57%, as the group took on more debt to finance the 2 GLNG projects
in Australia. Finance costs have risen corresponding, with the 9M13
total of S$4.6m representing an 88% increase over 9M12.
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Geographical outlook:
 Demand in the PRC, which formed 93% of revenues in 9M13,
continues to be weak. The group’s export markets also suffered, as
apprehension over the Fed tapering last quarter led to a weakening of
various currencies in its end markets.
 Housing sentiment in Australia strengthened in 3Q13. The National
Australia Bank’s property survey found the biggest gains in New
South Wales, Victoria and Queensland, which bodes well for Thakral’s
investment portfolio.
Segmental outlook:
 Distribution formed 96% of 3Q13 revenue, growing 43% yoy.
Segment loss was S$1.4m, however, the introduction of new brands
and products has been unable to reverse the trend of lower margins.
We expect lower margins to hamper the group’s results in view of a
lack of new products which can counteract the fall in sales of the
group’s high margin products.
 The investment division made up 4% of 3Q13 revenue. This segment
grew 72% yoy and remains the better performing segment of the two.
As of now, however, it is still too small compared to the distribution
division to return Thakral back into the black.

Unchanged at Hold
 We maintain our hold recommendation with a target price of S$0.025
(0.6x CY14 P/B, 0.5 s.d. below its 5 year average).
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