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UPDATE REPORT 30 April 2018 

 

Name of PLC: Fiamma Holdings Berhad (Fiamma) PLC Website:www.fiamma.com 

Business Summary: Involved in the distribution of home appliances, sanitary ware products and medical devices 

and healthcare products, property development and property investment. 

Top Three Shareholders: Casa Holdings Limited 23.5% 

                                          Lim Choo Hong 25.8% 

                                          Ngo Wee Bin 11.0% 

Market / Sector: Fledgling/ Trading & 

Services 

Stock Code: 

Bloomberg Ticker: 

6939 

FHB:MK 

Market Capitalisation: RM 244m Recommendation: HOLD 

Target Price: RM0.50 Expected Capital Gain: 

Expected Div Yield: 

Expected Total Return: 

6.4% 

3.6% 

10.0% Current Price: RM 0.47 

Analyst: Bryan Chan/ Teo Joo Tse| Tel: +603 2163 3200; Email: chanb@bcta.com.my/jootse@bcta.com.my 

 
Key Stock Statistics 2016 2017 2018F 2019F 

EPS (sen)  4.4 4.2 5.7  7.1 

P/E (x) 10.7 11.1  8.2 6.6 

EPS ex-EI (sen) 3.9 5.4 5.7 7.1 

P/E ex-EI (x) 12.2 8.7 8.2 6.6 

Net Dividend/Share (sen) 1.5 1.7 1.7  2.1 

NTA/Share (RM) 0.81 0.84 0.88   0.93 

Book Value/Share (RM) 0.81 0.84 0.88  0.93 

Issued Capital (mil shares) 521.1 530.0 530.0 530.0 

52-weeks Share Price Range (RM)   0.435-0.59 

Estimated free float    20.8% 

Average volume (shares)    10,540 

 

Per Share Data 2016 2017 2018F 2019F 

Year-end 30 Sept     

Book Value/Share (RM) 0.81 0.84 0.88  0.93 

Operating CF/Share (sen) (1.3) (0.0) (1.2)   1.1 

EPS (sen)  4.4 4.2 5.7  7.1 

Net Dividend/Share (sen) 1.5 1.7 1.7  2.1 

P/E (x) 10.7 11.1  8.2 6.6 

P/Cash Flow (x)  (0.4) (86.0) (0.4)   0.4 

P/Book Value (x)  0.70  0.61  0.53  0.50 

Dividend Yield (%)  2.6   3.6   3.6 4.5 

Payout Ratio (%) 33.4 39.6 30.0 30.0 

ROE (%) 5.8 5.1 6.6 7.9 

Net Gearing (%)  18.7  22.8 27.0 28.6 

 

P&L Analysis (RM mil) 2016 2017 2018F 2019F 

Revenue  283.8 315.6 347.8 401.0 

EBITDA 41.3 41.9 52.3 63.8 

Depreciation & amort  (4.4)  (5.2)  (5.2)  (5.4) 

Net interest income  (2.8)  (2.9)  (3.8)  (4.4) 

EI * 1.6 6.2 -  -    

Pre-tax Profit 34.1 33.9 43.3  53.9 

Net Profit 23.2 22.5 30.3 37.8 

EBITDA Margin (%) 14.6 13.3 15.0 15.9 

Pre-tax Margin (%) 12.0 10.7 12.4 13.4 

Net-Margin (%) 8.2 7.1 8.7 9.4 

    

1. Investment Highlights/Summary 
 

• Trading and services segment will continue to 

grow organically underpinned by new product 

launches such as refrigerator under its in-house 

brand, as well as sales growth from its projects 

division. However, this segment will only 

provide a cushion but not a booster to the stock.  
 

• In the near term, we still expect earnings 

contribution from property development to 

improve substantially due to higher billing 

progress from East Parc@Manjalera. However, 

we are less optimistic on sales momentum given 

current market condition. After the high 

inventory-level of Vida Heights, there is a risk 

that the balance sheet will be dragged further by 

East Parc@Manjalera given its current weak 

sales.There will not be any new high-rise project 

launches in the near term until the company 

clears up its inventory. 
 

• Longer-term, we believe the stock is a deep 

value play due to its prime landbank. However, 

it would take time for the Group to unlock the 

value of these landbank. The risk to our call is 

highly depending on how aggressive property 

development takes off and how well would the 

products be received. 
 

• Maintain HOLD but we cut TP from RM0.56 to 

RM0.50 on the back of lower RNAV 

assumptions for property development. The 

stock is trading at FY18-19 PER of 8.2-6.6x and 

P/B of 0.55x. However, dividend yield is 

attractive at 3.6-4.5%. 

 

http://www.fiamma.com/
mailto:chanb@bcta.com.my/
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2. Corporate Development 

 

• We recently met up with management for an update. Recall that the trading and services segment 

recorded a stellar 15.3% y-o-y revenue growth in 1Q18, lifting group’s overall sale growth to 6% while 

property development was flat. This was largely boosted by contribution from Ebac Home, a subsidiary 

that offers customised solutions and project services for every phase of interior design projects in 

condominiums, offices, retail and service companies, showrooms, hotel and even individual residential 

units. Ebac Home has been providing such services in Malaysia all this while but has recently also 

ventured into Singapore. In 1Q18, the company recognized the first lumpy contribution from a 

condominium project in Kallang, Singapore. However, we do not expect the contribution to be sustained 

throughout the following quarters as the project is at its tail-end. Nevertheless, we understand that there 

are more projects in the pipeline which are likely to contribute positively in 2H18. Over the past three 

years, we have seen the contribution of project sales growing gradually from 6.8% in FY15 to 7.5% in 

FY17. With the new venture into Singapore, we reckon project sales will continue to be one of the 

growth drivers for the segment.  

 

• For the overall trading and services segment, the revenue will continue growing at mid single digit on 

the back of organic growth as well as the returning of refrigerators to its product range. Refrigerators 

were discontinued many years ago after intense competition led to unattractive margin. The re-

introduction of Elba refrigerators should contribute positively to sales, but any meaningful impact has yet 

to be seen. In the past few quarters, we have seen improvements in Elba’s contribution to revenue as 

shown in the table below. Besides Elba, the company will also focus in growing its other in-house brands 

such as Rubine, Faber, MEC, Tuscani and Haustern. Such efforts have been effective, as over the past 

three years, in-house contribution has grown from 84.3% in FY15 to 86.2% and 88.6% in FY16 and 

FY17 respectively.   

 

Revenue breakdown for trading and services segment 

 

 
 

• EBITDA margin of the segment is expected to stabilize around the 14%-level as management does not 

foresee any major impairment loss of trade receivables like what we saw in FY17. Besides the regular 

impairment of inventory, the segment was hit by RM3.6m impairment loss on trade receivables in FY17 

that resulted the segmental profits margin dropped from 14.5% in FY16 to 13.7% in FY17. No major 

capex is planned for the coming two years as the company has recently relocated and centralized its 

warehouse from Bandar Menjalara to a new and larger capacity warehouse in Bukit Raja Industrial Hub, 

Klang, which was completed back in June 2016. The company is still in the midst of looking for potential 

tenant to rent its 40% unused warehouse which, when rented, would contribute positively to its 

investment properties segment.  
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Revenue, EBITDA profits and EBITDA margin for trading and services segment 

 

 
 

• Compared to the last visit we had in September 2017, the property sales and revenue contributions from 

the property development have slowed down. In 1Q18, its property sales came in the lowest at RM6.8m 

since 1Q17. This was mainly due to the absence of strong sales from East Parc@Manjalera. The 

project started off end FY16 with an average of more than RM10m sales per quarter but sales tapered off 

to RM3.5m in 1Q18. Consequently, the take-up rate of East Parc@Manjalera in FY17 also came in 

slightly below expectation at 28% as compared to our earlier assumption of 35% - partly due to tougher 

credit approvals as well as an overall slower market.  

 

• Vida Heights in Johor is fully completed, but with a mere 22% take up rate. This has been a concern for 

us as the low take up would continue to drag on the Company’s balance sheet, as developed properties 

held for sales have shoot up from RM10.1m in FY16 to RM77.2m in FY17. We understand that the 

management is actively seeking for en-bloc sales on its unsold units, which we believe can be doable as 

en-bloc sales are typically done on a steeper discount to market value. Nevertheless, this would be an on-

going KPI for the management and we have already factored in a 20% discount to its GDV.  

 

• Besides the existing projects, the company also announced a series of joint-venture developments in 

Batu Pahat to keep the revenue and cash flow rolling in the group. The three projects will be launched 

and commenced progressively, comprising 70 units of semi detached houses with built up of 1900sf, 

2700sf and 2800sf as well as 2 units of bungalow with built up of 1500sf. We reckon that these 

developments are located nearby the largest shopping mall in Batu Pahat, which is an attraction on its 

own. Given the matured area, such bread and butter products, namely landed houses should be able to 

sell.  

 

Details of the 3 parcels of land 

 

Date 

Announced 

Partners Owner-

ship 

Land Size 

(acre) 

Total 

Consideration 

RM’m 

GDV 

RM’m 

GP 

Margin 

25 July 2017 Individuals 60% 1.81 4.30 21 30% 

28 Nov 2017 PuncakHar

tamas S/B 

60% 1.71 2.85 12 30% 

8 Dec 2017 Individuals 60% 4.13 5.40 26 30% 

   7.65 12.55 59  
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• The Taman Kota Jaya development has a similar approach. It started with Taman Kota Jaya 1 which has 

now left with a mere 0.4-acre land and GDV of RM3.3m. Taman Kota Jaya 2 is now selling Phase 4 

which has a GDV of RM29.8m, leaving another RM33.4m GDV for future development.  

 

• Overall East Parc@Manjalera will continue be the main sales and revenue driver for FY18-19E with an 

average contribution of 70%. The rest will be supported by its Johor projects. Any surprise to the upside 

will be potential en-bloc sales from Vida Heights. We expect revenue from property development to 

grow 51% and 82% for FY18-19E mainly boosted by the completion of construction of East 

Parc@Manjalera which is expected to be completed by FY19. 

 

3. Earnings Outlook 

 

• We expect the Group to register y-o-y core earnings growth of 6% and 25% for FY18-19E respectively 

underpinned by 10-15% topline growth. Earnings margin is expected to improve as contribution from 

property development is expected to increase significantly due to the progress billing from East 

Parc@Manjalera project.    

 

• Property development earnings are expected to pick up in FY18-19. We estimate revenue recognitions of 

RM57m and RM103m, respectively, for FY18-19E. We have revised our assumptions for FY18 to a 

more conservative stance to reflect the current slow market condition that most developers are facing. We 

reduce both East Parc and Vida Heights’ take up rates from 40%-45% to 40%-30% and expect FY19 to 

achieve 50%-40% take-up rate, respectively. At the same time, we have also reduced its EBITDA margin 

from 25% to 20% for both East Parc and Vida Heights.  

 

• Trading and services’ topline is expected to grow around 5% p.a., tracking the private consumption 

growth together with company’s continuous effort of marketing and launching of new products. We also 

expect the margin to stabilize at 14.0%-level on the back of a less volatile global currencies and the 

absence of impairment losses.  

 

• The new integrated logistics warehouse will also be able to generate a recurring income stream for the 

Group from the provision of storage space and logistic services to third party customers, as well as cater 

for future expansion of the Group which we have not factored in the near term. 

 

4. Valuation and Recommendation 

 

• We opine that Fiamma’s earnings should improve underpinned by the organic growth from trading and 

services and stronger contribution from property development.  

 

• However, we cut our TP from RM0.56 to RM0.50 on the back of a higher discount rate to its property 

development’s SOP. Discount rate is raised from 70% to 80%. We believe it is fair as i) market condition 

is more challenging now with more competition and sales sentiment remains weak; ii) absence of new 

high-rise development projects as balance sheet needs a breather to digest Vida Heights as well as East 

Parc in later years. Meanwhile, we have also added the other two Batu Pahat projects into our RNAV and 

adjusted Vida Heights and East Parc’s margins accordingly. Hence, we maintain a Hold on the stock. The 

new TP implies a FY18-19 PER target of 8.8-7.0x. Our TP is derived by (i) pegging an unchanged 8x 

PER to FY18 trading and services net profit, (ii) 80% discount to the RNAV of property segment and (iii) 

DCF valuation on investment properties over a WACC of 8.3%. We believe the stock is a deep value 

play over the long run due to its prime landbank. However, it would take time for the Group to unlock 

the value on its landbank. The risk to our call is highly depending on how aggressive property 

development takes off and how well would the products be received. 

 

• Given the persistent sell-down on small and mid-cap stocks, Fiamma’s share price has also come under 

pressure. The stock is also currently trading below its book value of RM0.85 as at 1QFY18. Net gearing 

is expected to remain manageable at 0.27x in FY18.   

 

• Meanwhile, we also foresee the company keeping 30% payout or decent dividend yield of 3.6%-4.5% for 

FY18-19E. 
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Property Developmen RNAV

On-going projects Stake Est GDV ('m) Land Size (ac) Period Margin WACC Value

Jaya Square@ Kota Tinggi 100% 24.2 2.5                  2 25% 8% 4.0          

Taman Kota Jaya 2 @ Kota Tinggi Phase 4 100% 29.8 5.0                  2 25% 8% 5.0          

Vida Heights Johor Bahru Phase 1 100% 98.7 1.3                  1 20% 8% 13.7        

East Parc @Menjalara 100% 348.7 3.4                  2 20% 8% 46.4        

Total on-going projects 501.5 12.2                69.0        

Pipeline projects

Jalan Yap Kwan Seng 100% 600.0 1.4                  7 25% 8% 82.6        

Jalan Sungai Besi 100% 500.0 2.6                  6 25% 8% 71.4        

Batu Pahat 1 60% 21.0 1.8                  5 20% 8% 1.5          

Batu Pahat 2 60% 12.0 1.7                  5 20% 8% 0.9          

Batu Pahat 3 60% 26.0 4.1                  5 20% 8% 1.9          

Vida Heights Johor Bahru Phase 2 100% 202.5 4.6                  6 20% 8% 23.1        

Taman Kota Jaya 1 100% 3.3 0.4                  5 25% 8% 0.5          

Taman Kota Jaya 2 100% 20.0 5.4                  5 25% 8% 3.0          

Taman Kota Jaya 2 100% 13.4 4.4                  5 25% 8% 2.0          

Kota Tinggi 100% 185.1 85.0                15 25% 8% 19.4        

Total pipeline projects 1583.3 111 206.2      

Total overall projects 2084.8 124 275.2      

shareholdings at property level as of FY17 209.7      

 +Asset 347.2      

 -Liability (137.4)     

Total RNAV 484.9      

Sum-Of-Parts Valuation

Segment RNAV Earnings Discount Implied P/E Value

Property Investment n.a. 3.0          n.a. 13               39.9        

Property Development 484.9      10.7        80% 9                  97.0        

Trading & Services n.a. 16.6        n.a. 8                  132.8      

Total SOP 269.8      

Shares Outstanding (m shares) 530.0

SOP per share 0.50        

Current Price 0.47        

Upside 6.4%

Dividend Yield (%) 3.6%

Total Return 10.0%
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Share price chart of Fiamma 

 
 

 

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 SdnBhd pursuant to the Mid and Small Cap Research 

Scheme (“MidS”) administered by Bursa Malaysia Berhad. This report has been produced independent of any 

influence from Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of 

companies disclaimany and all liability, howsoever arising, out of or in relation to the administration of MidS 

and/or this report. 

 

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 SdnBhd 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 

SdnBhd 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. 


