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Fi del i ty

Impact
The group still faces a challenging year ahead but is better positioned - albeit
with the risk of another fund-raising exercise - to sail through one of the worst
industry downturns this century.

32.7%

Major Shareholders
Ang Fa mi l y

Event
We recently met up with ASL’s management to get an update after we noted
concerns on its debt levels and ability to survive this downturn in its current
capital structure. On a positive note, management had outlined a clear strategy
to focus on generating sufficient cash flows from its non-oil & gas business. The
group had successfully negotiated the extension of the maturity of its bonds by
three years. In addition, the group had raised S$25m from a rights issue in
January 2017, which went towards working capital for its ongoing projects.
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Valuation & Action
The group had taken a S$54m impairment in 4Q17 for receivables, inventories
and PP&E. However, given the prolonged downturn in the offshore & marine
sector where asset prices have declined >40% from their peak, we expect that
there could potentially be more impairments and write-downs to bring asset
values to market reality. Hence, to buffer in a margin of safety in our analysis of
ASL’s fair value, we applied a 50% discount to its current assets, which mainly
consisted of inventories, vessels under construction and receivables. In addition,
we discounted its PP&E ($612m as at end Jun-17) by 15% to derive a fair value of
S$0.10 for the group.
On a positive note, ASL’s senior management team, who are also its largest
shareholders, have displayed a commitment to ensure the survivability of the
group. They had committed to their 67% share of the rights issue in December
2016. It has also secured a five-year S$99.9m club term loan facility from local
banks for its working capital needs. If we were to assume a positive operating
cash flow of >S$10m per quarter going forward (FY17 CFO:S$77m) – sufficient to
cover interest costs and minimal maintenance capex - ASL would be in a secure
position to tide through the current downturn with its current capital structure.
Risks
We do not rule out another capital raising exercise to strengthen its balance
sheet should industry fundamentals deteriorate further. Risks of further
impairments and write-downs.
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2013
465.4
44.5
10.5
37.5
1.1
2.0
17.4
9.6
381.7
0.6
11.0

2014
509.8
22.1
5.2
-50.3
2.2
1.0
8.7
4.3
472.7
0.7
5.3

2015
184.2
7.9
1.9
-64.1
6.1
0.4
3.5
4.3
465.6
0.4
1.9

2016
364.4
2.0
0.5
-75.1
24.5
0.0
0.0
0.5
567.5
0.3
0.5

2017
342.3
-71.7
-13.4
na
0.0
0.0
0.0
-20.9
513.4
0.2
-18.9
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Definition
KGI Securities Research’s recommendations are based on an Absolute Return rating system.

BUY

>10% total return over the next 12 months

HOLD

-10% to +10% total return over the next 12 months

SELL

<-10% total return over the next 12 months

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into
any legal relations, nor an advice or a recommendation with respect to such securities. This report is prepared for
general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. You should independently evaluate particular investments and consult
an independent financial adviser before dealing in any securities mentioned in this report.
This report is confidential. This report may not be published, circulated, reproduced or distributed and/or
redistributed in whole or in part by any recipient of this report to any other person without the prior written
consent of KGI Securities. This report is not intended for distribution and/or redistribution, publication to or use
by any person in any jurisdiction outside Singapore or any other jurisdiction as KGI Securities may determine in its
absolute discretion, where the distribution, publication or use of this report would be contrary to applicable law
or would subject KGI Securities and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of
Singapore) to any registration, licensing or other requirements within such jurisdiction.
The information or views in the report (“Information”) has been obtained or derived from sources believed by KGI
Securities to be reliable. However, KGI Securities makes no representation as to the accuracy or completeness of
such sources or the Information and KGI Securities accepts no liability whatsoever for any loss or damage arising
from the use of or reliance on the Information. KGI Securities and its connected persons may have issued other
reports expressing views different from the Information and all views expressed in all reports of KGI Securities and
its connected persons are subject to change without notice. KGI Securities reserves the right to act upon or use
the Information at any time, including before its publication herein.
Except as otherwise indicated below, (1) KGI Securities, its connected persons and its officers, employees and
representatives may, to the extent permitted by law, transact with, perform or provide broking, underwriting,
corporate finance-related or other services for or solicit business from, the subject corporation(s) referred to in
this report; (2) KGI Securities, its connected persons and its officers, employees and representatives may also, to
the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related
thereto; and (3) the officers, employees and representatives of KGI Securities may also serve on the board of
directors or in trustee positions with the subject corporation(s) referred to in this report. (All of the foregoing is
hereafter referred to as the “Subject Business”.)
However, as of the date of this report, neither KGI Securities nor its representative(s) who produced this report
(each a “research analyst”), has any proprietary position or material interest in, and KGI Securities does not make
any market in, the securities which are recommended in this report.
Each research analyst of KGI Securities who produced this report hereby certifies that (1) the views expressed in
this report accurately reflect his/her personal views about all of the subject corporation(s) and securities in this
report; (2) the report was produced independently by him/her; (3) he/she does not carry out, whether for
himself/herself or on behalf of KGI Securities or any other person, any of the Subject Business involving any of the
subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive
any compensation that is directly or indirectly related or linked to the recommendations or views expressed in
this report or to any sales, trading, dealing or corporate finance advisory services or transaction in respect of the
securities in this report. However, the compensation received by each such research analyst is based upon various
factors, including KGI Securities’ total revenues, a portion of which are generated from KGI Securities’ business of
dealing in securities.
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