
All required disclosures and analyst certification appear on the last two pages of this report. Additional information is available upon request. 
Redistribution or reproduction is prohibited without written permission. Copyright © 2010 The McGraw-Hill Companies, Inc.  Page 1 of 9 
 

 

 

Natural Cool Holdings 
q 
Bloomberg: NATC SP Reuters: NCHL.SI Price: SGD0.20  Date: April 8, 2010 

 

GICS: Industrials/Diversified Support Services 

Business Summary: Listed on the Catalist in 2006, 
Natural Cool Holdings (NatCool) is Singapore’s leading air-
conditioning specialist, providing installation, maintenance, 
repair and replacement services to the residential and 
commercial sectors. It has also ventured into the 
manufacturing and sales of switchgear mainly to M&E 
contractors.  

Country of Incorporation: Singapore 

Head Office Location: 29 Tai Seng Avenue, #07-01 
Natural Cool Lifestyle Hub, Singapore 534119 

Place of Operations: Singapore 

Website: www.naturalcool.com.sg 

IR Contact: Yun Chee Keen | cheekeen.yun@natcool.com 
| ‘+65-6454 5775 

Analyst: Lorraine Tan, CFA  / Hooi Tow, Chew 

Pr ice (SGD)

0.10

0.15

0.20

0.25

0.30

0.35

0.40

0.45

Pr ice 30 Day Moving Aver age

 
Vol ('000)

0

1,000

2,000

3,000

Apr  07 Jun 07 Aug 07 Oct 07 Jan 08 Mar  08 May 08 Jul 08 Sep 08 Dec 08 Feb 09 Apr  09 Jun 09 Aug 09 Nov 09 Jan 10 Mar  10

Vol ume

 
 

 

Investment Highlights 

• Natcool is one of Singapore’s leading air-conditioning (air-con) and 
switchgear providers. Natcool is expected to rebound to profit in 2010 
with the sale of its lossmaking building material activity and the 
recovery in building activities in Singapore. 

• The company designs and installs switchgear to meet client needs. 
With the acquisition of a Malaysian switchgear supplier, switchgear 
sales should overtake air-con income as the main contributor and 
driver of Natcool’s earnings growth. Rising electricity consumption, 
new infrastructure spending and building upgrades in the region should 
sustain switchgear demand. 

• We also anticipate growth in air-con sales, in line with Singapore’s 
commercial and residential building sector growth. The prospective 
increase in HDB housing and new residential launches over the next 
two years should mean decent demand for its air-cons. Brands that 
Natcool represents include York, Panasonic, Daikin, among others.  

• Natcool has adopted an asset-light strategy to enhance its financials 
and to fund its expansion going forward. The proposed disposal of its 
headquarters for SGD53 mln will cut its net gearing to zero from 1.3x 
in end-2009).   

 

 

Key Investment Risks 

• Earnings may be cyclical. Natcool’s earnings are subject to swings in 
the business cycle, as demand for air-cons and switchgear may be 
sensitive to the property and construction cycles as well as 
discretionary spending. 

• Overseas risk ventures. Natcool plans to increase its overseas 
activities to reduce its reliance on the domestic market. Overseas 
ventures may involve execution risk, possible higher start-up costs and 
a longer-than-expected gestation period which may affect its 
profitability. 

• Intense competition. Sales of air-cons are competitive and subject to 
price competition that may erode margins. 

• Earnings dilution on listing of switchgear division. Although details 
are not finalized, the planned listing of its switchgear division on the 
Growth Enterprise Market (GEM) of Hong Kong may dilute earnings. 

• Low trading volume. Its shares are thinly traded with an average daily 
volume of 47,000 unit shares in the past one year, which in our view 
may result in higher share price volatility and transaction risk. 

• Commodity price volatility. A sharp jump in steel and copper prices 
may dampen its switchgear margins as there may be some lag before 
the higher costs can be passed on. 
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Per Share Data

FY Dec. 2008 2009 2010E 2011E

Book Value (SG cents) 26.68 28.41 26.55 30.07

Cash Flow (SG cents) -0.4 2.4 17.7 -1.6

Reported Earnings (SG cents) 1.8 -0.4 2.6 3.5

Dividend (SG cents) 0.0 0.0 0.0 0.0

Payout Ratio (%) 0.0 0.0 0.0 0.0

PER (x) 11.7 NM 7.8 5.8

P/Cash Flow (x) NM 8.7 1.2 NM

P/Book Value (x) 0.8 0.7 0.8 0.7

Dividend Yield (%) 0.0 0.0 0.0 0.0

ROE (%) 8.8 4.9 10.4 12.3

Net Gearing (%) 126.8 125.0 0.0 6.1  
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Background 

Natcool is one of Singapore’s leading air-con distributors and switchgear 
providers. It provides installation, maintenance, repair and replacement 
services for air-con systems to both the retail and commercial sectors. It 
also sells air-con components and tools used for the installation and 
servicing of air-cons. It ventured into switchgear manufacturing in 2003, 
and became the first entity to integrate switchgear and air-cons to help 
better manage power utilization in commercial and residential properties.  

Natcool started as a sole proprietorship in 1989 before converting to a 
partnership in the early 1990s. It set up its first air-con systems showroom 
in 1993. The company was listed on Catalist (formerly known as 
SESDAQ) on May 10, 2006. 

Natcool has plants located in its headquarters in Singapore, India and 
Malaysia. These plants are focused on its manufacturing a variety of 
switchboards for its switchgear systems.  

The group is led by executive chairman Steven Chen Choon Khee and 
CEO Joseph Ang Choon Cheng. Mr Steven Chen was formerly the group 
CEO. He has been a director of Natcool since July 2005 and has 20 years 
of experience in the air-con business. He was named Entrepreneur of The 
Year by The Rotary Club of Singapore and Association of Small and 
Medium Enterprises in 2004. Meanwhile, Mr. Joseph Ang joined the board 
in June 2007 and was formerly the group’s COO prior to his current 
appointment in September 2009.  

The group is essentially owned and controlled by the Board of Directors 
including Steven Chen (11.5%), Joseph Ang (12.8%), and executive 
directors Eric Ang Choon Beng (4.1%) and Tsng Joo Peng (8.5%). 

Board of Directors 

Name Title Date of Appointment 

Chen Choon Khee Steven Executive chairman September 2009* 

Ang Choon Cheng Joseph CEO September 2009** 

Tsng Joo Peng Executive Director August 2005 

Ang Choon Beng Eric Executive Director August 2005 

Lim Siang Kai Lead Independent Director September 2009*** 

Dr Wu Chiaw Ching Independent Director September 2009**** 

William Da Silva Independent Director March 2006 

*  Previously group CEO (2005-2009) 
**  Previously group COO (2007-2009) and Managing Director (2005-2007) 
***  Previously Independent Director appointed in 2006 
****  Previously group chairman (2006-2009) 

Source: Company data 

Board Independence 

Natcool’s board composition is fair, with three of its seven members being 
independent directors. There is a split in the executive chairman and CEO 
roles. Its Audit Committee, Remuneration Committee and Nominating 
Committee are all dominated by independent directors. 

 

 

 

 

 

 

 

Key Management 

Name Title Date of  

Appointment 

Edward Chia Puay Hwee Chief Executive Officer of 
Gathergates Group Pte Ltd 

2010 

Yun Chee Keen Chief Financial Officer 2005 

Tan Aik Kwong Executive Director - S-Team 2002 

Neo Han Cheng Executive Director - Natural Cool 
A&E 

2007 

Yeo Siew Leng Executive Director - VNS 2006 

Source: Company data 

 

Corporate Structure 

 

 

Source: Company data 

Natural Cool Holdings 

100% 
Natural Cool Airconditioning & Engineering Pte Ltd 

S-Team Switchgear Pte Ltd* 

Air-con 

VNS Manufacturing Pte Ltd 

S-Team Industrial (Malaysia) Sdn Bhd 

Switchgear 

VNS Switchgear (India) Pte Ltd 

100% 

S-Team Switchgear (Malaysia) Sdn Bhd 

100% 

51% 

51% 

51% 

Titans Power Holdings Pte Ltd 

Titans Industrial Sdn Bhd 

Titans Power System Pte Ltd 

100% 

100% 

100% 

Note: the switchgear division will be grouped under newly formed subsidiary 
Gathergates Holdings Limited prior to listing on GEM of Hong Kong 
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Key Subsidiaries & Associates 

• 100%-owned Natural Cool Airconditioning & Engineering is involved 
in consulting, repair and maintenance services of air-con systems.  

• 100%-owned S-Team Switchgear designs and manufactures 
switchgears. 

• 100%-owned indirect subsidiary S-Team Switchgear (Malaysia) 
manufactures and assembles switchgear and other analogous 
articles. 

• 51%-owned indirect subsidiary S-Team Industrial (Malaysia) 
manufactures and assembles switchgear and other analogous 
articles. 

• 51%-owned indirect subsidiary VNS Manufacturing is a distributor of 
electronic and electrical goods, including exclusive marketing of 
Larsen and Toubro Limited’s (L&T) electrical standard products in 
Singapore. 

• 51%-owned indirect subsidiary VNS Switchgear (India) manufactures 
high quality power and control switchboards. 

• 100%-owned Titans Power Holding (Titans) is an investment holding 
company. This newly acquired unit also engages in the business of 
carrying out engineering activities.  

• 100%-owned indirect subsidiary Titans Power System manufactures 
and repairs switchgear and switchboard apparatus. 

• 100%-owned indirect subsidiary Titans Industrial is involved in 
general trading and the manufacture of switchgear and switchboard 
apparatus. 

 
Business Segments / Key Revenue Streams 

Natcool’s operations can be divided into three divisions, namely: (i) the air-
con division, (ii) the switchgear division, and (iii) the trading division. The 
air-con division was the main revenue contributor in 2009, accounting for 
55.2% of the group revenue, followed by the switchgear (43.1%) and the 
trading (1.7%) divisions (excluding the building material division which was 
disposed of in 2009). 

 
2009 Revenue Breakdown 

Aircon

55.2%

Switchgear

43.1%

Others

1.7%

 

 

Source: Company data 

Air-Con 

The air-con division sells to three segments: (i) retail (which covers 
condominiums, apartments and landed residential, and includes the 
Housing Development Board, or HDB), (ii) commercial (which includes 
factories, offices, condominiums, schools and hospitals) and (iii) trading 
(which includes trading of air-con systems and components, electrical 
drills, drain pumps, and tool and parts used in the installation and 
servicing of air-con systems). Revenue from the commercial and trading 
segments account for the bulk of air-con revenue (about 40% each) with 
the balance from the retail segment.  

Natcool deals with a wide range of air-con related materials, clean-air 
products, and precision air conditioners. It is a major authorized dealer in 
Singapore for many well-known brands of air-con systems, such as Daikin, 
Panasonic, Mitsubishi Electric, Sanyo, Toshiba, Samsung and LG. It has 
maintained relationships with some of these brands for over 20 years. 
Natcool also pioneered the mobile showroom concept in Singapore, 
sending samples to contractors and developers on site. 

With a support staff of about 300, Natcool is also involved in the tender, 
supply, and installation of air-con and mechanical ventilation (ACMV) 
systems, either via public tenders or by private invitations, of which some 
are undertaken on turnkey basis. Among the completed projects are air-
con installation for Nanyang Technological University hostel, Resorts 
World at Sentosa, Changi Airport, Jurong Country Club, Hewlett-Packard, 
Siemens, National University of Singapore and Draycott 8 Condominium. 

Natcool also provides repair and maintenance services for major 
commercial buildings and industrial units.  

It also engages in the trading of air-con systems and components, as well 
as electrical drills, drain pumps, screws, bolts and nuts, fasteners and 
silicon applicators which are used in the installation and servicing of air-
con systems. Its main customers comprise M&E contractors, retailers, and 
general contractors. 

Natcool has offices in Shanghai, Vietnam and Cambodia to explore 
business opportunities there, but revenue contribution from these 
countries has been negligible. 

 
Switchgear  

The division is involved in the design, manufacturing and distribution of 
switchgear. These include the following: 

• Main switchboards used for power generators, distribution and 
transmission systems, as well as in residential & commercial 
buildings; 

• Distribution boards used for power receiving, feeding, metering and 
lighting in residential buildings; 

• Motor control center panels used for pumps, aircons, ventilation fans, 
lighting, heaters and various motor operation; and 

• Polycarbonate boxes, metal-clad consumer units and electrical meter 
boxes.  

Natcool has manufacturing facilities in Singapore and India (a 51:49 JV 
with Nylex Group of Mumbai in India). Its newly set-up facilities in Johor, 
Malaysia is expected to begin operations in mid-2010. 

The switchgear are type tested and certified by independent accreditation 
authorities, such as the Association of Short-circuit Testing Authorities 
(ASTA) and PSB Corporation Pte Ltd (PSB).  
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They are sold through M&E contractors for use in property developments 
including schools, hospitals, factories, offices and other residential 
properties. 

Natcool’s recently acquired subsidiary, Titans Power, is involved in the 
repair and trading of switchgear and switchboard apparatus in Malaysia 
and Singapore. The acquisition is to serve a dual purpose of 
complementing its existing switchgear operations and as a platform to 
further develop its presence in the Malaysia market. 

Natcool is also an exclusive marketing agent for India-based L&T standard 
electrical products and an authorised distributor for Hyundai Heavy 
Industries Co. products in Singapore. L&T is India’s largest engineering 
and construction conglomerate, with interests in electrical, electronics and 
information technology.  

 
Other Activities  

The “Others” division comprises activities that are no longer core to 
Natcool and/or are legacy businesses. These contributed a combined 
1.7% to the group’s revenue in 2009, and are expected to remain 
insignificant in coming years. Note that Natcool has terminated several 
non-core businesses to streamline its operations and to conserve 
resources. This includes the disposal of the steel trading business and the 
winding up of its furniture manufacturing operations. The proposed 
acquisition of a 51% stake in Lifa Engineering Pte Ltd, a general 
contractor, was terminated in June 2009 following the lapse of the S&P 
agreement. 

 

Major Markets 

Singapore remains the main market for Natcool, accounting for 98.8% and 
98.4% of its revenue in 2009 and 2008 respectively. Its overseas sales are 
to a variety of countries (China, Indochina, ASEAN, the Mid-East and 
India), but these remain relatively insignificant.  

 
Industry Landscape 

Air-Con Sales & Services 

The air-con industry is essentially highly fragmented and competitive, 
partly due to the low barriers of entry, which results in various types of set-
ups like freelancers, sole proprietorships, partnerships and corporations. 
For the retail space, competition is usually based on pricing rather than on 
quality of product or service. Among the main players are Coolserve Air-
condition Engineering and Gain City Best-Electric, in addition to chain 
stores such as Best Denki and Courts. There are also numerous 
established players such as Leong Hum Engineering, King Wan 
Construction and Northeast Refrigeration in the commercial segment, 
focusing on installation, maintenance and trading of air-con parts and 
systems. 

While there are no exact data on demand and supply situation, we believe 
demand for air-con systems is principally driven by improvement in the 
economy, increase in household income, as well as growth in the building 
and construction sectors.  

Air-cons have become common household items due to rising wealth and 
increasing affordability: home ownership of air-cons rose to 74.7% in 
2007/2008 from 58.3% in 1997/1998, as per data from the Singapore 
Department of Statistics. This growth was underpinned by the rise in 
monthly household income to SGD7,440 from SGD5,522 over the 
corresponding period. Demand is expected to be firm while pricing is fairly 
stable. 

Switchgear 

For the switchgear industry, the market can be categorized into utilities, 
industrial & construction, and extraction (oil & gas) segments. Natcool’s 
main market is the building and construction industry, with project owners, 
developers, main turnkey contractors and electrical subcontractors its 
main customers. 

Similar to the air-con market, the industry is highly competitive, with 
numerous local and multinational companies. Competition is generally on 
pricing but product quality and reliable track records are also important. 
Among the key players in Singapore are SMB Electric (SMB SP, 
SGD0.33, Not Ranked), which is the nation’s largest manufacturer of 
electrical switchgear; its peer Sunlight Group Holdings (SUNL SG, 
SGD0.04, Not Ranked) and GSM Pte Ltd, a switchboard manufacturer 
and assembler.  

Competitive advantages come from lowering production costs, diversifying 
product range, providing value added services, expanding the customer 
base, and teaming up with local companies to enhance market 
penetration. We believe local companies may have a slight advantage as 
they should have greater pricing flexibility and larger sales networks.  

Demand for switchgear is principally underpinned by the increase in 
industrial and construction activities, on the back of economic recovery 
amid governments’ stimulus packages to promote spending and 
investment.  
 

Improving Construction Outlook Supports Demand 

We see an improving business environment for Natcool, with building 
construction spending likely to rise and this should raise demand for both 
its air-cons and switchgears. With the improved economic outlook and the 
recovery in the property sector, construction spend is projected to reach 
between SGD21 bln and SGD27 bln in 2010, according to the Building & 
Construction Authority of Singapore (BCA) estimates (see table overleaf). 

The BCA has projected public contracts to reach between SGD14.0 bln 
and SGD17.9 bln in 2010, a continuation of a sustained workload from last 
year’s SGD13.5 bln.   

Natcool should benefit from this pick-up in activity, with ongoing MRT 
expansion projects and plans to increase new HDB units over the next few 
years. HDB plans to launch 12,000 units in 2010, a jump over 2003-2008 
average building of less than 5,000 p.a. to appease rising demand. MRT 
expansions include the ongoing Downtown Line Stage 3 Other projects 
that Natcool may be involved in include industrial facilities at Seletar 
Aerospace Park, campus expansion of Institutes of Higher Learning and 
new healthcare facilities. 

Residential private sector demand is projected to improve slightly to 
SGD3.0 bln-SGD3.6 bln with the launch of new developments amid 
improved market sentiment. Some of the projects likely to commence 
construction in 2010 include the Concourse Skyline at Beach Road, Far 
East’s Centro Residences at Ang Mo Kio and other condominium 
developments in various parts of Singapore with the slew of recent new 
launches.   

Private commercial demand is projected at SGD1.6 bln-SGD2.0 bln, 
supported by a major commercial mixed development at Marina View, and 
refurbishment of some shopping centers and a number of hotel 
developments. Meanwhile, private industrial construction could reach a 
more bullish level, should the economy turn around sharply in 2010. 
Industrial projects likely to be awarded include the second cogeneration 
plant at Tembusu, Jurong Island and Tuas Power’s various EPC contracts.   
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For 2011 and 2012, the BCA has forecasted construction demand to be 
between SGD18 bln and SGD25 bln, with lower contribution from the 
public sector (SGD10 bln-SGD14 bln). The private sector is, however, 
expected to gain momentum, with a forecast demand of SGD8 bln-SGD11 
bln with the recovery in market confidence.  

Non-cyclical demand will also come from building upgrading, particularly at 
the older HDB properties, as switchgear need to be replaced every 15 to 
20 years as per general industry practice. The increase in home 
ownership also results in an increase in demand for switchgear as well as 
air-con systems. Around 20% of Natcool’s orderbook comes from 
recurring income due to HDB upgrades.  

 
HDB Construction to Jump to Appease Rising Prices 
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Growth Strategy 

Natcool adopts an asset-light strategy as it forges forward in order to meet 
its growth plans, boost its cashflow position and make up for losses in 
2009. It sold a two-story detached factory in Kranji Road, Singapore for 
SGD1.85 mln in December 2009, and signed an MoU in January 2010 to 
sell and lease back its headquarters at Tai Seng Avenue, Singapore. The 
proceeds of SGD53.0 mln from the HQ disposal will be for working capital 
and to fund its future growth. 

The switchgear division will be the main driver of growth. Natcool plans to 
venture overseas to enlarge its operations by increasing the range of 
products and services, to enhance its market penetration and to achieve 
economies of scale. This will be done via strategic alliances, JVs and 
acquisitions. It has a JV in Mumbai, India for a switchgear manufacturing 
facility which will be used as a springboard to tap into the India, Sri Lanka 
and Dubai markets.  

The acquisition of Titans Power in 2009 will be a stepping stone not only 
to establish a foothold in Malaysia’s switchgear market, but to set up a 
manufacturing facility to leverage on the country’s lower cost of 
operations. The new Malaysian plant is also meant to help support its 
Indian plant, which is reaching full capacity as it grows production to meet 
local demand and new business from Europe and the Middle East. 

Natcool also plans to list its switchgear division on Hong Kong’s GEM in 
2010. As the move is not finalized yet, no details are available. It is 
understood, however, that the planned spin-off of the switchgear business 
in Hong Kong is to help boost the division’s Hong Kong and China sales. 
The aim is to raise brand awareness in Greater China.  

Besides geographical expansion, Natcool is also looking at forming new 
alliances to introduce new switchgear products to meet needs of more 
industries. In this vein it is planning to boost its market share of the marine 
oil & gas services industry and is looking into marketing new products to 
meet local infrastructure needs.   

To boost its trading division, it plans to engage in the wholesale, import, 
export and distribution of various brands of low voltage electrical 
components. It has been granted an exclusive distributorship for “Kam” 
electrical components manufactured by Nylex Group of Mumbai.  



 

Natural Cool Holdings 
 

Bloomberg: NATC SP Reuters: NCHL.SI Price: SGD0.20 Date: April 8, 2010 

 

All required disclosures and analyst certification appear on the last two pages of this report. Additional information is available upon request. 
Redistribution or reproduction is prohibited without written permission. Copyright © 2010 The McGraw-Hill Companies, Inc.  Page 6 of 9 
 

 

SWOT Analysis 

Strengths 

• Because of Natcool’s wide customer base, the company is able to 
buy its products in bulk, garnering better pricing from the major 
brands and providing some flexibility in a highly price-sensitive 
market.  

• Natcool’s strong past track record and its reputation for quality and 
reliability of its products and services places it in a strong position to 
pitch for more projects.  

• Natcool has the advantage of cross selling its air-con and switchgear 
products to the same pool of customers, which are mainly property 
consultants and contractors, thereby acting as a one-stop center for 
customers. 

• It is able to achieve economies of scale and remain competitive due 
to its comprehensive range of services and products to the various 
market segments.  

• Its air-con operations have been awarded the ISO9001:2000 
certification, while its switchgear products have been certified by 
ASTA and PSB. The latter is costly to attain in both time and cost. 

Weaknesses 

• Natcool is vulnerable to downturns in the general economy and the 
property & construction industry, due to limited recurring income with 
the bulk of its revenue derived from product sales. Earnings may be 
volatile, subject to the property and construction industry cycle. 

• Its revenue is predominantly derived from the Singapore market with 
minimal exposure to overseas markets. While this may change over 
the next few years, sales growth may ease with Singapore’s more 
mature market. 

Opportunities  

• Overseas expansion will provide growth opportunities and provide 
economies of scale since manufacturing is centralized in three 
locales. 

• Expansion into new markets and teaming up with local partners will 
open up new avenues for growth. Attaining new products may add to 
its market share. 

Threats 

• Its profit margins may be under pressure as the market is highly 
competitive, particularly in its air-con segment, due to relatively low 
barriers of entry. The switchgear industry also faces competition from 
both local and foreign players.  

• Reliance on partnerships to expand into new markets may increase 
dependence on partners’ relationships and increase risk of 
disruptions if the partnership sours. 

Recent Key Developments 

• February 2010: Formed a new subsidiary, Gathergates Holding 
Limited, to facilitate the listing of its switchgear division on GEM of 
Hong Kong. 

• January 2010: Signed an MoU with Emirates Tarian Capital (S) Pte 
Ltd for the proposed sale and leaseback of its headquarters at Tai 
Seng Avenue, Singapore.  

• December 2009: Issued 20.0 mln warrants to Frankland Investments 
Limited for the extension of a SGD4.0 mln loan. 

• December 2009: Increased its investment in S-Team Switchgear Pte 
Ltd to MYR2.5 mln from MYR1.0 mln previously, mainly for working 
capital purpose. 

• December 2009:  Sold two-storey detached factory in Kranji Road for 
SGD1.85 mln. 

• October 2009: Proposed restructuring exercise to group its 
switchgear units under a NewCo for listing on GEM of the Hong 
Kong Stock Exchange. 

• June 2009: Acquired Titans for SGD3.78 mln satisfied by the issue of 
21 mln Natcool shares valued at SGD0.18 each.  

• June 2009: Terminated the acquisition of a 51% stake in Lifa 
Engineering, a general contractor. 



 

Natural Cool Holdings 
 

Bloomberg: NATC SP Reuters: NCHL.SI Price: SGD0.20 Date: April 8, 2010 

 

All required disclosures and analyst certification appear on the last two pages of this report. Additional information is available upon request. 
Redistribution or reproduction is prohibited without written permission. Copyright © 2010 The McGraw-Hill Companies, Inc.  Page 7 of 9 
 

 

Management Guidance 

Management is targeting 20%-25% YoY revenue growth in 2010 which 
may be achieved via both organic growth and acquisition. The switchgear 
division will be the main growth driver in 2010, underpinned by the full 
consolidation impact of Titans Power and the maiden contribution of its 
new switchgear plant in Johor, Malaysia. 

For the air-con division, negotiations are ongoing to boost its commercial 
sales, including the installation of air-con systems and the repair and 
maintenance works. Part of the SGD53.0 mln gross proceeds from the 
disposal of its HQ will be used to fund its expansion plans, which may 
involve making a “strategic investment”. 

 
Earnings Outlook 

The consolidation of Titans Power and the new switchgear plant in Johor 
should boost 2010 switchgear revenue by 57.9% YoY to SGD84.1 mln, 
based on our estimate. Of this, Titans Power and the new plant are 
expected to account for slightly more than one-third of the switchgear 
revenue. 

For the air-con division, growth is expected to be moderate at 3% to 5% 
amid stiff competition and a more matured market, despite the ongoing 
demand for public housing and the upgrading and development of public 
facilities such as education and healthcare facilities. Natcool has SGD35 
mln-SGD40 mln in air-con supply orderbook and is looking to bid for 
another SGD20 mln in new contracts.  

This will boost its 2010-2011 revenue by 18.9% YoY and 8.5% YoY 
respectively, barring any new acquisition and expansion plans. Even 
though Genting’s Sentosa integrated resort project significantly 
contributed about SGD12 mln to revenue, the completion of this contract 
should not dent 2010 income too much, in light of increased activity 
elsewhere. Natcool is confident the shortfall can be more than covered. 

Results for 2010 should improve, following the disposal of unprofitable 
non-core units in 2009 and the focus on the expansion of its switchgear 
business. At the same time, the rise in raw material costs is likely to be 
contained. We forecast a net profit of SGD3.6 mln and SGD4.7 mln for 
2010 and 2011 respectively.  

Peer Comparison 

 Natcool Sunlight SMB United 

Share Price @ April 7, 2010 
(SGD) 

0.21 0.04 0.33 

Mkt. Cap (SGD mln) 27.6 9.1 158.9 

PER Historical (x) NA NA 7.4 

PER Current Year (x) 7.8 NA NA 

P/NTA Historical (x) 0.82 0.69 1.75 

    
Latest FY SGD mln SGD mln SGD mln 

Revenue 123.7 38.8 226.5 

Pre-Tax Profit, as reported 2.1 -2.7 29.3 

Net Profit, as reported -0.5 -3.3 21.2 

Pre-Tax Profit Margin (%) 1.7 -7.1 12.9 

Net Profit Margin (%) -0.4 -8.5 9.4 

Source: Bloomberg, Company Data 

Profit & Loss

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

Reported Revenue 107.9 123.7 155.7 169.0

Reported Operating Profit 6.0 5.1 7.1 8.1

Depreciation & Amortization -2.0 -3.3 -4.8 -5.1

Net Interest Income / (Expense) 0.0 0.0 0.0 0.0

Reported Pre-tax Profit 4.2 2.1 4.6 6.1

Effective Tax Rate (%) 32.3 47.6 20.0 20.0

Reported Net Profit 2.4 -0.5 3.6 4.7

Reported Operating Margin (%) 5.6 4.1 4.6 4.8

Reported Pre-tax Margin (%) 3.9 1.7 2.9 3.6

Reported Net Margin (%) 2.2 -0.4 2.3 2.8

Source: Company data, S&P Equity Research
 

Balance Sheet

FY Dec. / SGD mln 2008 2009

Total Assets 130.3 129.6

Fixed Assets 17.0 48.4

Current Assets 97.6 64.6

Other LT Assets 15.6 16.6

Current Liabilities 85.3 55.4

LT Liabilities 15.9 42.1

Share Capital 28.2 31.7

Shareholders' Funds 29.1 32.2

Source: Company data, S&P Equity Research
 

Cash Flow

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

Operating Cash Flow 1.4 1.4 1.9 9.9

Investing Cash Flow -31.9 -0.6 53.6 -10.0

Financing Cash Flow 30.1 2.4 -31.6 -2.0

Net Cash Flow -0.4 3.2 23.8 -2.1

Ending Cash 4.8 8.0 31.8 29.7

Capex 44.0 7.5 10.0 10.0

Source: Company data, S&P Equity Research
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Material Disclosures Including Interested Party 
Transactions 

Nil. 

New Issues & Placements 

December 2009: Issued 21.0 mln new shares as consideration for the 
acquisition of a 100% stake in Titans. 

December 2009: Issued 20.0 mln warrants to Frankland Investment Ltd. 

Dividend Policy 

The company does not have a dividend policy and it has not paid any 
dividends since listing in 2006. For 2010, there is a possibility that it may 
reward its shareholders from part of the SGD53 mln proceeds arising from 
the proposed sell-and-leaseback of its headquarters, provided the 
proposal goes through without any hiccups. To be conservative, we have 
not assumed any dividend payout in our financial forecast. 

Auditors' History 

Since 2007: KPMG LLP 

2005-2006: BDO Raffles 
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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. 

 
 
 


