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Broadway Industrial Group 
 
Bloomberg: BWAY SP Reuters: BRWY.SI Price: SGD1.23  Date: July 29, 2010 

 

GICS: Materials/Metal & Glass Containers 

Business Summary: Founded in 1969, Broadway 
Industrial Group (BIGL) is a leading manufacturer of 
precision-machined components and foam plastic products. 
It was listed on the Main Board of the Singapore Stock 
Exchange in November 1994. 

Country of Incorporation: Singapore 

Head Office Location: 65 Chulia Street #48-03/04, 
OCBC Centre, Singapore 049513 

Place of Operations: Singapore, China, Thailand, U.S. 

Website: www.bigl.com.cn, www.compartgroup.com 

IR Contact: Roger Ng | roger.ng@bigl.com.sg | +65-6236 
0088 

Analyst: Janice Chong  
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Results Review 

• 2Q10 earnings beat our expectations as well as street estimates, 
culminating in a 1H10 net profit of SGD22.3 mln (+70.6% YoY) which 
accounted for 53.6% of our original 2010 forecast. Key variances 
include stronger margins and lower tax expense, helping offset a 
lower-than-expected topline and an unrealized forex loss of SGD2.5 
mln.  

• Amid a seasonally slower quarter for HDD components, the 1.7% YoY 
quarterly revenue growth (-6.2% QoQ) was mainly fueled by its foam 
plastics and non-HDD segments. Excluding the unrealized marked-to-
market forex loss, EBITDA margin strengthened to 15.8% vs. 14.1% in 
1Q10, due to better product mix, improved operating leverage and the 
turnaround of its previously loss-making non-HDD segment.  

• BIGL is raising its capex spending for 2010 to SGD55 mln, from 
SGD40 mln previously – of which SGD36 mln would go into HDD (to 
raise capacity by 20%); SGD5 mln into non-HDD and SGD14 mln into 
foam plastic. This includes its acquisition of a machining facility in 
Suzhou from Alantac Technology to boost its production capacity for 
non-HDD components by 30%-40%. Management expects operational 
assimilation to kick in by 3Q10. 

• For the quarter, BIGL is proposing a DPS of 2 cents, up from 1 cent in 
the previous corresponding quarter. Management reaffirms its dividend 
policy of up to 20% payout for the year.  

 

 

Earnings Outlook / Estimates Revision 

• Management expects a sequentially stronger 3Q10 in line with the 
seasonal uptick in HDD sales. Despite the strong performance in 
2Q10, we think greater pricing pressure amid new additions to industry 
capacity could dent margins in 2H10. Its key customer, Seagate 
Technology (STX US, USD12.84, 3-STARS) expects lower QoQ gross 
margins in the September quarter. 

• Given China’s recently announced minimum wage hike (in June 2010), 
BIGL estimates an SGD2 mln impact on earnings as a result of 
increased labor cost. Despite plans to increase the automation 
process, cost savings are likely to only trickle in over the next few 
quarters.  

• Despite BIGL’s strong 1H10, we have lowered our earnings projection 
for 2010 by 3.3%. We expect greater pricing pressure on HDDs and 
wage hike to dent margins in 2H10. Our profit estimates for 2011 
remained largely unchanged. We expect BIGL’s recurring net profit to 
grow by 26.4% YoY to SGD40.2 mln in 2010 and by 10.5% YoY to 
SGD44.4 mln in 2011. 

Investment Risks 

• Investment risks include the emergence of new technology displacing 
HDDs, volatile crude oil prices, foreign exchange fluctuations and a 
prolonged economic downturn which would hurt demand for its 
products. 
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Per Share Data

FY Dec. 2008 2009 2010E 2011E

Book Value (SG cents) 83.07 95.28 111.41 129.87

Cash Flow (SG cents) 29.9 30.0 34.5 39.8

Reported Earnings (SG cents) 10.9 15.4 19.4 21.5

Dividend (SG cents) 2.0 3.0 3.0 3.0

Payout Ratio (%) 16.1 23.0 15.4 14.0

PER (x) 11.3 8.0 6.3 5.7

P/Cash Flow (x) 4.1 4.1 3.6 3.1

P/Book Value (x) 1.5 1.3 1.1 0.9

Dividend Yield (%) 1.6 2.4 2.4 2.4

ROE (%) 15.8 14.6 18.8 17.8

Net Gearing (%) 56.9 25.5 22.6 9.4  
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FY Dec. / SGD mln 2Q10 2Q09 % Change

Reported Revenue 141.7 139.4 1.7

Reported Operating Profit 11.7 9.9 18.3

Depreciation & Amortization -8.9 -8.7 1.7

Net Interest Income / (Expense) -0.9 -1.3 -31.9

Reported Pre-tax Profit 10.9 8.7 25.6

Reported Net Profit 10.3 7.7 34.9

Reported Operating Margin (%) 8.3 7.1 -

Reported Pre-tax Margin (%) 7.7 6.2 -

Reported Net Margin (%) 7.3 5.5 -

Source: Company data

Earnings Performance

 

Profit & Loss

FY Dec. / SGD mln 2008 2009 2010E 2011E

Reported Revenue 617.8 560.2 640.7 700.0

Reported Operating Profit 33.1 42.4 45.8 53.8

Depreciation & Amortization -35.9 -34.8 -31.0 -37.7

Net Interest Income / (Expense) -6.7 -5.0 -3.5 -3.1

Reported Pre-tax Profit 26.3 37.4 42.4 50.8

Effective Tax Rate (%) 13.5 14.7 8.0 15.0

Reported Net Profit 22.4 31.8 40.2 44.4

Reported Operating Margin (%) 5.4 7.6 7.1 7.7

Reported Pre-tax Margin (%) 4.3 6.7 6.6 7.3

Reported Net Margin (%) 3.6 5.7 6.3 6.3

Source: Company data, S&P Equity Research
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Standard & Poor’s Equity Research Services  

Standard & Poor’s Equity Research Services U.S. includes Standard & Poor’s 
Investment Advisory Services LLC; Standard & Poor’s Equity Research Services 
Europe includes Standard & Poor’s LLC- London; Standard & Poor’s Equity 
Research Services Asia includes Standard & Poor’s LLC’s offices in Hong Kong 
and Singapore, Standard & Poor’s Malaysia Sdn Bhd, and Standard & Poor’s 
Information Services (Australia) Pty Ltd. 

Required Disclosures 

All of the views expressed in this research report accurately reflect the 
research analyst's personal views regarding any and all of the subject 
securities or issuers. No part of analyst compensation was, is, or will be, 
directly or indirectly, related to the specific recommendations or views 
expressed in this research report.  

Additional information is available upon request. 

This company is not a customer of S&P or its affiliates. 

Other Disclosures 

This report has been prepared and issued by Standard & Poor’s and/or one of its 
affiliates. In the United States, research reports are prepared by Standard & Poor’s 
Investment Advisory Services LLC (“SPIAS”). In the United States, research reports 
are issued by Standard & Poor’s (“S&P”); in the United Kingdom by Standard & 
Poor’s LLC (“S&P LLC”), which is authorized and regulated by the Financial 
Services Authority; in Hong Kong by Standard & Poor’s LLC, which is regulated by 
the Hong Kong Securities Futures Commission; in Singapore by Standard & Poor’s 
LLC, which is regulated by the Monetary Authority of Singapore; in Malaysia by 
Standard & Poor’s Malaysia Sdn Bhd (“S&PM”), which is regulated by the Securities 
Commission; in Australia by Standard & Poor’s Information Services (Australia) Pty 
Ltd (“SPIS”), which is regulated by the Australian Securities & Investments 
Commission; and in Korea by SPIAS, which is also registered in Korea as a cross-
border investment advisory company.   

The research and analytical services performed by SPIAS, S&P LLC, S&PM, and 
SPIS are each conducted separately from any other analytical activity of Standard & 
Poor’s. 

A reference to a particular investment or security by Standard & Poor’s and/or one 
of its affiliates is not a recommendation to buy, sell, or hold such investment or 
security, nor is it considered to be investment advice. 

Standard & Poor's and its affiliates provide a wide range of services to, or relating 
to, many organizations, including issuers of securities, investment advisers, broker-
dealers, investment banks, other financial institutions and financial intermediaries, 
and accordingly may receive fees or other economic benefits from those 
organizations, including organizations whose securities or services they may 
recommend, rate, include in model portfolios, evaluate or otherwise address. 

SGX Equity Research Insights (“SERI”) 

This report has been prepared by S&P LLC for purposes of SERI administered by 
Singapore Exchange (“SGX”). S&P will receive total compensation of SGD12,000 
each year for providing research coverage on each participating listed company 
under SERI.  

Disclaimers 

This material is based upon information that we consider to be reliable, but neither 
S&P nor its affiliates warrant its completeness, accuracy or adequacy and it should 
not be relied upon as such. With respect to reports issued to clients in Japan and in 
the case of inconsistencies between the English and Japanese version of a report, 
the English version prevails. With respect to reports issued to clients in Germany 
and in the case of inconsistencies between the English and German version of a 
report, the English version prevails. Neither S&P nor its affiliates guarantee the 
accuracy of the translation. Assumptions, opinions and estimates constitute our 
judgment as of the date of this material and are subject to change without notice. 
Neither S&P nor its affiliates are responsible for any errors or omissions or for 
results obtained from the use of this information. Past performance is not 
necessarily indicative of future results. 

This material is not intended as an offer or solicitation for the purchase or sale of 
any security or other financial instrument. Securities, financial instruments or 
strategies mentioned herein may not be suitable for all investors. Any opinions 
expressed herein are given in good faith, are subject to change without notice, and 
are only correct as of the stated date of their issue.  Prices, values, or income from 
any securities or investments mentioned in this report may fall against the interests 
of the investor and the investor may get back less than the amount invested. Where 
an investment is described as being likely to yield income, please note that the 
amount of income that the investor will receive from such an investment may 
fluctuate. Where an investment or security is denominated in a different currency to 
the investor’s currency of reference, changes in rates of exchange may have an 
adverse effect on the value, price or income of or from that investment to the 
investor. The information contained in this report does not constitute advice on the 
tax consequences of making any particular investment decision. This material is not 
intended for any specific investor and does not take into account your particular 
investment objectives, financial situations or needs and is not intended as a 
recommendation of particular securities, financial instruments or strategies to you. 
Before acting on any recommendation in this material, you should consider whether 
it is suitable for your particular circumstances and, if necessary, seek professional 
advice. 

For residents of the U.K. This report is only directed at and should only be relied on 
by persons outside of the United Kingdom or persons who are inside the United 
Kingdom and who have professional experience in matters relating to investments 
or who are high net worth persons, as defined in Article 19(5) or Article 49(2) (a) to 
(d) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 
2005, respectively. 

For residents of Singapore - Anything herein that may be construed as a 
recommendation is intended for general circulation and does not take into account 
the specific investment objectives, financial situation or particular needs of any 
particular person. Advice should be sought from a financial adviser regarding the 
suitability of an investment, taking into account the specific investment objectives, 
financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the 
investment product. 

For residents of Malaysia. All queries in relation to this report should be referred to 
Alexander Chia, Desmond Ch’ng or Ching Wah Tam. 


