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3Q FYE DEC 2017 RESULTS REPORT 27 November 2017 

 

Name of PLC: BCM Alliance Berhad (BCM)  Target Price: RM 0.26 

Business Summary: Distribution of equipment in the commercial laundry equipment and medical devices 

industries in Malaysia 

Major Shareholders:        Executive Directors/vendors 52.5% 

PLC Website: www.bcmalliance.com.my      Recommendation: BUY 

  

                              

 

Market Capitalisation: RM 73.7m 

Current Price: RM 0.175 

Market / Sector: ACE / 

Trading/Services 

Stock Code: 0187 

Analyst: Lim Boon Ngee | Tel: +603 2163 3200; Email: bnlim@bcta.com.my  

 

 
Key Stock Statistics 2015 2016 2017F 2018F 

EPS (sen)  1.5   0.9   1.7   1.9  

P/E (x)  12.0   19.4   10.6   9.3  

Net Dividend/Share (sen)  n.a.   0.4   0.4   0.4  

NTA/Share (RM)  0.04   0.08   0.10   0.11  

Book Value/Share (RM)  0.04   0.08   0.10   0.11  

Issued Capital (mil shares)  421.3   421.3   421.3   421.3  

52-weeks Share Price Range (RM) 0.155 - 0.25 

 

Per Share Data 2015 2016 2017F 2018F 

Year-end 31 Dec     

Book Value/Share (RM)  0.04   0.08   0.10   0.11  

Operating CF/Share (sen)  0.7   1.4   1.1   2.4  

EPS (sen)  1.5   0.9   1.7   1.9  

Net Dividend/Share (sen)  n.a.   0.4   0.4   0.4  

P/E (x)  12.0   19.4   10.6   9.3  

P/Cash Flow (x)  24.1   12.8   16.2   7.4  

P/Book Value (x)  4.2   2.1   1.8   1.6  

Dividend Yield (%)  n.a.   2.3   2.3   2.3  

Payout Ratio (%)  n.a.   44.2   24.2   21.2  

ROE (%)  39.3   14.5   18.5   18.4  

Net Gearing (%)  (15.6)  (62.1)  (58.6)  (66.3) 

 

P&L Analysis (RM mil) 2015 2016 2017F 2018F 

Revenue  64.34   65.01   76.00   84.00  

EBITDA  8.87   8.89   9.91   12.25  

Depreciation & amort  (0.55)  (0.68)  (0.67)  (0.70) 

Net interest income  (0.25)  (0.29)  (0.19)  (0.15) 

EI  -     (1.85)  -     -    

Pre-tax Profit  8.07   6.07   9.28   10.61  

Net Profit  6.13   3.81   6.96   7.96  

EBITDA Margin (%)  13.8   13.7   13.0   14.6  

Pre-tax Margin (%)  12.5   9.3   12.2   12.6  

Net-Margin (%)  9.5   5.9   9.2   9.5 

 

 

 

 

 

 

 

1. 3QFY17 Results Highlight 

 

  3Q FY17   3Q FY16   Chg  

   RMm     RMm     %   

Revenue  18.95   13.80   37.3  

Operating Profit  1.41   1.13   24.5  

Finance cost  (0.09)  (0.16)  (41.8) 

Pre-tax Profit  1.32   0.98   35.2  

Net Profit  1.19   0.62   91.6  

Operating Margin (%)  7.4   8.2   

Pre-tax Margin (%)  7.0   7.1   

Net-Margin (%)  6.3   4.5    

 

 In 3QFY17, both turnover and PBT grew 

strongly by 35-37% to RM18.95m and 

RM1.32m respectively, partly due to a weaker 

corresponding quarter 3QFY16. 

 

 On a sequential basis, turnover grew by 10.2% 

qoq. However, PBT declined by 16.5% qoq 

undermined by a softer performance in the 

medical devices segment. 
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 On a yoy basis, turnover at its commercial laundry equipment segment increased 13.0% to RM11.12m in 

3QFY17. This was consistent with the average turnover of RM10-11m/quarter from this division. PBT 

doubled to RM2.08m in 3QFY17, benefitting from lower imported cost of laundry equipments as a result 

of the stronger MYR against US$. 

 

 Its medical devices segment continued to benefit from organic growth as well as new contracts. In 

3QFY17, this overall segment nearly doubled to RM7.83m. However, its PBT posted a 70% decline to 

RM0.17m due to its marketing strategy of offering medical devices at a more competitive pricing, 

increase in staff costs and additional professional fees. 

 

 Overall gross and PBT margin declined to 27.0% and 7.0% (3QFY17) from 32.9% and 7.1% (3QFY16), 

due to more competitive pricing and higher operating costs. 

 

9M FY17 Results Highlight 

 

  9M FY17   9M FY16   Chg  

   RMm     RMm     %   

Revenue  56.46   46.35   21.8  

Operating Profit  5.78   7.12   (18.8) 

Finance cost  (0.30)  (0.33)  (7.9) 

Pre-tax Profit  5.48   6.79   (19.3) 

Net Profit  4.35   4.99   (12.7) 

Operating Margin (%)  10.2   15.4   

Pre-tax Margin (%)  9.7   14.7   

Net-Margin (%)  7.7   10.8   

 

 In 9MFY17, turnover grew by 21.8% to RM56.46m mainly driven by its medical devices segment, which 

increased by 69.0% to RM24.46m. Turnover at commercial laundry equipment segment was flat at 

RM32.01m. 

 

 PBT declined by 19.3% to RM56.46m in 9MFY17, dragged down by lower margins, particularly in the 

medical devices segment. 

 

2. Earnings Outlook 

 

 BCM is principally involved in the distribution of equipment, specialising in the commercial laundry 

equipment and medical devices industries in Malaysia. 

 

 Growth in its commercial laundry equipment segment is underpinned by increasing popularity and 

growing demand of self-service laundrettes, conversion of traditional laundry service to self-service 

launderettes and increasing demand from healthcare services and hospitality sectors. 

 

 As part of its IPO exercise, BCM has plans to set up 11 new Speed Queen self-service launderettes and 

concept stores throughout Malaysia by end-FY18, as part of the marketing strategy to showcase and 

promote Speed Queen brand of vended commercial laundry equipment. The capex allocated would 

amount to RM2.60m. As at end-3QFY17, three outlets in Selayang, Sri Kembangan and Johor Bahru 

have commenced operations. It is currently identifying suitable locations in Klang Valley and Johor for 

the setting up of the remaining 8 outlets. 

 

 BCM constantly seeks out new product range such as wet cleaning machines (an alternative to traditional 

dry-cleaning processes), sanitising and hygienising cabinet (an alternative to remove odours and bacteria 

from garments) to expand its products offerings. BCM plans to put more emphasis on its on-premise 

commercial laundry equipment segment to take advantage of the need for replacement equipment, 

growing demand of laundry equipment from hospitality sector and outsourcing hub of major hospitals.  

 

 For its medical devices business segment, demand is driven by the increasing number of healthcare 

providers, upgrading of existing hospitals and replacement of existing equipment. 
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 To expand its product range, it was appointed by KLS Martin SE Asia Sdn Bhd as the non-exclusive 

distributor on 10-Feb-17 to distribute OT lights and accessories, pendants and modular OR in Malaysia. 

 

 On 9-Nov-17, BCM announced the subscription of new shares in Cypress Medic Sdn Bhd (Cypress) for 

RM1.72m cash. Post-subscription, BCM would own a 51.03% stake in Cypress. The acquisition is 

backed by a net profit guarantee of at least RM0.60m for FY18, translating into an implied acquisition 

P/E of 5.6x. In FY16, Cypress recorded a net profit of RM0.46m on the back of a turnover of RM4.28m. 

Cypress is involved in the provision of supply, installation, testing and commissioning of surgical, 

implants and clinical services. The new product offering complements BCM’s current distribution of 

consumables medical devices. In addition, it also allows BCM to expand into new customer base in the 

retail market such as pharmacies, which is currently the focus of Cypress. This acquisition is deemed as a 

related party transaction as both BCM and Cypress are owned by common shareholders. 

 

 For its overseas expansion, BCM plans to form strategic alliances with local players for expansion into 

the ASEAN region within the next 2 years. Indonesia is its first target market potentially for the opening 

of new self-service laundrette outlets there. 

 

3. Valuation and Recommendation 

 

 On an annualized basis, 1HFY17’s net profit is below our forecast due mainly to the lower profit margins 

of medical devices segment and higher operating expenses. Hence, we have lowered our earnings 

forecast by 13-14% for FY17 and FY18. 

 

 BCM has in place a strong management team that demonstrates good long-term operational track record. 

It is well positioned to ride on the sustainable demand growth of both commercial laundry equipment and 

medical devices. 

 

 Maintain Buy. Based on our reduced EPS forecast of 1.7 sen and 1.9 sen for FY17 and FY18, the stock is 

currently trading at a P/E of 10.6x and 9.3x respectively. Excluding net cash per share of 3.1 sen, its P/E 

ex-cash is reduced to 8.7x and 7.6x. Our fair value is reduced slightly to 26 sen (from 28 sen previously), 

which is derived upon ascribing a target P/E of 12x on FY18 EPS and adding back the net cash/share. 

 

 

Share Price Chart 
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Disclosures/Disclaimer 

 

Investment ratings: 

Buy (generally >10% upside over the next 12 months) 

Hold (generally negative 10% downside to positive 10% upside over the next 12 months) 

Sell (generally >10% downside over the next 12 months) 

 

This report has been prepared by BCT Asia Advisory Sdn Bhd for purposes of CMDF-Bursa Research Scheme 

(“CBRS”) III, administered by Bursa Malaysia Berhad (“Administrator”) and has been compensated to undertake 

the scheme. BCT Asia Advisory Sdn Bhd has produced this report independent of any influence from the 

Administrator or the subject company. For more information about CBRS and other research reports, please visit 

Bursa Malaysia’s website at:  

http://www.bursamalaysia.com/website/bm/listed_companies/cmdf_bursa_research_scheme/eResearch.jsp 

 

The information and opinion in this document has been obtained from various sources believed to be reliable. This 

publication is for information purpose only, and must not be relied upon as authoritative or taken in substitution 

for the exercise of judgment. This document is not to be construed as an offer or a solicitation of an offer to buy or 

sell any securities. Opinions expressed in this publication are subject to change without notice and any 

recommendation herein does not have regard to the specific investment objectives, financial situation and the 

particular needs of any specific addressee. No representation, express or implied, is made with respect to the 

accuracy, completeness or reliability of the information or opinions in this publication. Accordingly, neither we 

nor any of our affiliates nor persons related to us accept any liability whatsoever for any direct, indirect or 

consequential losses (including loss and profit) or damages that may arise from the use of information or opinions 

in this publication. 

 

BCT Asia Advisory Sdn Bhd and its related companies, their associates, directors, connected parties and/or 

employees may own or have positions in any securities mentioned herein or any securities related thereto and may 

from time to time add or dispose of or may materially be interested in any such securities. BCT Asia Advisory 

Sdn Bhd and its related companies may from time to time perform advisory, investment, communications or other 

services for, or solicit such advisory, investment, communications or other services from any entity mentioned in 

this report. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, 

may give rise to real or potential conflicts of interest.  

 

http://www.bursamalaysia.com/website/bm/listed_companies/cmdf_bursa_research_scheme/eResearch.jsp

