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INITIATE COVERAGE

Oiltek International (OTEK SP)

Engineering Specialist With Strong Orderbook And Positive Outlook

Oiltek posted a strong growth profile with three-year EPS CAGR of 40% (2021-24) and a
record orderbook of RM401m for 9M24, ensuring good profitability in the future. We
expect EPS and orderbook to continue growing at double digits in 2024-26 on higher
biodiesel blending requirements, more palm oil refining facilities and stronger SAF
demand. Initiate coverage with BUY and a target price of $$1.22, based on 18.9x 2025F
PE, pegged to 0.9x PEG. Oiltek is trading at a discount of 30% vs its peers’ average.

INITIATE COVERAGE

¢ Strong track record and growth profile; expect double-digit earnings growth for 2024-
26. Founded in 1980, Oiltek International (Qiltek) is an engineering specialist in vegetable oil
refineries and processing plants for major agricultural commodities, including palm, soybean
and rapeseed oils. Oiltek’s solid track record is evidenced by its ability to deliver close to
US$1b of total contract value and to win repeat orders regularly from its major customers. It
has operations in 36 countries across five continents and services prominent clients in the
agricultural commodities market. On the back of Oiltek’s strong and growing orderbook, its
earnings are expected to grow 39%/15%/11% in 2024/25/26.

Accelerating demand for Oiltek’s engineering services should boost orderbook. We
expect Oiltek’s orderbook to grow around 10% annually to RM440m in 2025 and RM480m in
2026, driven by: a) higher biodiesel blending requirements in Malaysia from B10 to B20 and
in Indonesia from B35 to B40, b) new biodiesel facilities in Indonesia and Malaysia for more
comprehensive logistics coverage, and c) the growing importance of sustainable aviation fuel
(SAF). The International Air Transport Association (IATA) estimates that SAF production
would triple to 1.5m tonnes in 2024. At this rate, SAF would make up only 0.5% of total
aviation fuels in 2024. Based on the global current project pipeline, SAF production could
reach 51m tonnes by 2030, as the EU, the UK, Japan and more countries and regions
mandate flights to use 3-10% SAF by 2030.

« Initiate coverage with BUY and a PE-based target price of S$1.22, based on 18.9x 2025F
PE, pegged to 0.9x PEG. This is derived from our estimated three-year EPS CAGR of 21%
for 2023-26. We have ascribed a 10% discount to 1x PEG, as we monitor for an
improvement in trading liquidity which could lead to a better price discovery. Oiltek is trading
at 15x 2025F PE, which is at a discount of about 25% vs its peers’ average of 21x.

Click here for Blue Top dated 10 Dec 24

KEY FINANCIALS

Year to 31 Dec (RMm) 2022 2023 2024F 2025F 2026F
Net turnover 164 201 233 270 300
EBITDA 16 23 35 41 45
Operating profit 16 23 35 40 45
Net profit (rep./act.) 13 19 26 31 34
Net profit (adj].) 13 19 26 31 34
EPS (sen) 9.1 134 18.5 21.3 23.7
PE (x) 353 241 17.4 15.1 13.6
P/B (x) 8.4 6.8 5.3 4.4 37
EV/EBITDA (x) 19.2 13.2 8.7 7.5 6.7
Dividend yield (%) 1.2 1.7 25 3.0 3.4
Net margin (%) 7.7 9.5 1.4 11.3 11.3
Net debt/(cash) to equity (%) (126.1) (195.6) (182.6) (179.5) (174.9)
Interest cover (x) n.a. n.a. n.a. n.a. n.a.
ROE (%) 28.9 31.5 344 31.9 29.3
Consensus net profit (RMm) - - 23 29 -
UOBKH/Consensus (x) - - 1.14 1.04 -

Source: Oiltek, Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.

Wednesday, 11 December 2024

BUY

Share Price S$$0.975
Target Price S$1.22
Upside +24.9%
COMPANY DESCRIPTION

Oiltek International provides renewable energy
equipment.

STOCK DATA

GICS sector Industrials
Bloomberg ticker: OTEK SP
Shares issued (m): 143.0
Market cap (S$m): 139.4
Market cap (US$m): 104.0
3-mth avg daily t'over (US$m): 0.1

Price Performance (%)

52-week high/low S$$1.07/S$0.20

1mth 3mth 1mth 3mth 1mth
44.4 119.1 167.1 353.5 343.2
Major Shareholders %
Koh Brothers Group 68.1
Yong Khai Weng 6.43
FY24 NAV/Share (S$) 0.60
FY24 Net Debt/Share (S$) 1.10
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INDONESIA AND MALAYSIA BIODIESEL
PRODUCTION

¢ SAF gaining importance as international aviation industry targets to reduce emission.
The international aviation industry has set a goal to reach net zero CO2 emissions by 2050.
This will require an increase in SAF production, which could contribute around 65% of the
reduction in emissions needed by aviation, according to the IATA. SAF is a liquid fuel that can
be produced from various sources like hydro-treated vegetable oil (HVO). As Oiltek has
solutions to treat vegetable oil-based raw materials as feedstock in HVO production, the
growing demand for SAF could lead to more contract wins for Oiltek in the future.
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High-margin, low-capex and cash-generative business. Oiltek has been able to generate
superior net margins of around 9% and ROE of 30% over the last three years as it leverages
on its proprietary process technologies and strong project execution team. Oiltek outsources
plant fabrication and installation work to third-party plants, which minimises its capex needs.
In addition, it has generated strong cashflows and is currently sitting on a net cash pile of
RM104m (around 20% of its market cap).

EARNINGS REVISION/RISK

Expect strong earnings growth for 2024-26 with three-year CAGR of 21%. For 2024-26,
we estimate total revenue at RM233m-300m (three-year CAGR of 14%) and net profit at
RM27m-34m (three-year CAGR of 21%). The key growth drivers will be: a) the strong
orderbook of Oiltek, which stood at RM401m as of 3Q24; b) more order wins on higher
demand from biodiesel facilities, expansion of palm oil refining capacity and increasing work
scope for turnkey solutions; and c) a gradual improvement in gross margin from better

Source: Statista, UOB Kay Hian

REVENUE, EARNINGS AND GROSS MARGIN
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STEADILY GROWING ORDERBOOK

(MYR$m)

economies of scale.
VALUATION/RECOMMENDATION

» We initiate coverage with a BUY recommendation and target price of $$1.22, implying a
25% upside. This is based on 18.9x 2025F PE, pegged to 0.9x PEG. This is derived from our
estimated three-year EPS CAGR of 21% for 2023-26. We have ascribed a 10% discount to
1.0x PEG, as we monitor for an improvement in trading liquidity which could lead to a better
price discovery for Oiltek. In addition, we think good project execution and more contract wins
could lead to further re-rating of the stock.

o We think the market has overlooked the strong financial metrics and attractive asset-light
business model of Qiltek, which could make it an attractive takeover target. Oiltek is trading at
an around 25% discount vs its peers in terms of 2025 PE multiple.

SHARE PRICE CATALYST

¢ Higher-than-expected order wins.

¢ Better-than-expected gross margins from better economies of scale.
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Source: Oiltek, UOB Kay Hian
FREE CASH FLOW AND NET CASH POSITION

(MYRsm)

Net cash = Free cash flow
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Source: Oiltek, UOB Kay Hian

PEER COMPARISON
Price@  Market PE P/B  EVIEBITDA  ROE Yield  NetGearing  Net Margin

Company Ticker 9Dec24  Cap 2023 2024 2025 2025 2025 2025 2025 2025 2023

(ley) — (US$m) (¥ (x) (x) ) (x) (%) (%) (%) (%)
BM Greentech BMGREEN MK 1.79 278 215 24.9 21.3 5.7 15.0 12.2 12 (32.0) 7.6
Samaiden Group SAMAIDEN MK 12 113 46.0 30.5 231 36 12.0 144 0.8 (88.9) 5.9
Kelington Group KGRB MK 348 562 215 21.3 18.6 5.1 11.6 21.7 21 (43.) 6.5
Kinergy Advancement ~ KASB MK 0.34 157 22.8 n.a. n.a. n.a. n.a. n.a. n.a. 28.1 13.7
Average 29.4 25.6 21.0 48 12.9 18.1 14 (34.0) 8.4
Oiltek International OTEK SP 0.975 104 24.1 17.4 15.1 na. 9.5 28.1 21 (148.0) 9.5

Source: Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.




PROFIT & LOSS

UOBKayHian

Year to 31 Dec (RMm) 2023 2024F 2025F 2026F
Net turnover 201.1 233.0 270.0 300.0
EBITDA 23.0 349 40.6 45.0
Deprec. & amort. 0.2 0.2 0.2 0.2
EBIT 228 347 404 44.8
Total other non-operating income 14 0.0 0.0 0.0
Net interest income/(expense) 13 0.6 0.6 0.6
Pre-tax profit 255 35.3 41.0 454
Tax (6.4) (8.8) (10.4) (11.6)
Minorities 0.0 0.0 0.0 0.0
Net profit 19.1 26,5 30.5 338
Net profit (adj.) 19.1 26,5 305 338
CASH FLOW

Year to 31 Dec (RMm) 2023 2024F 2025F 2026F
Operating 68.8 333 435 445
Pre-tax profit 25.5 353 41.0 45.4
Tax (6.4) (8.8) (10.4) (11.6)
Deprec. & amort. 0.2 0.2 0.2 0.2
Associates 0.0 0.0 0.0 0.0
Working capital changes 51.0 5.7 11.9 9.5
Non-cash items (0.0 0.0 0.0 0.0
Other operating cashflows (1.5) 0.9 0.9 0.9
Investing 0.3) (0.5) (0.5 (0.5
Capex (growth) 0.3) (0.5) (0.5) (0.5)
Investments 0.0 0.0 0.0 0.0
Proceeds from sale of assets 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 0.0
Financing (5.9) (8.0) (11.3) (13.7)
Issue of shares (5.9 (8.0 (11.3) (13.7)
Proceeds from borrowings 0.0 0.0 0.0 0.0
Loan repayment 0.0 0.0 0.0 0.0
Others/interest paid 0.0 0.0 0.0 0.0
Net cash inflow (outflow) 62.6 24.7 317 30.3
Beginning cash & cash equivalent 67.4 1325 157.3 189.1
Changes due to forex impact 0.0 0.0 0.0 0.0
Ending cash & cash equivalent 130.0 157.3 189.0 219.4

Refer to last page for important disclosures.
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BALANCE SHEET

Year to 31 Dec (RMm) 2023 2024F 2025F 2026F
Fixed assets 33 26 19 12
Other LT assets 05 05 05 05
Cash/ST investment 132.5 1573 189.1 2195
Other current assets 48.9 56.4 65.0 72.1
Total assets 185.2 216.8 256.5 293.2
ST debt 0.0 0.0 0.0 0.0
Other current liabilities 1175 130.6 1511 167.7
LT debt 0.0 0.0 0.0 0.0
Other LT liabilities 0.0 0.0 0.0 0.0
Shareholders' equity 67.7 86.2 105.4 1255
Minority interest 0.0 0.0 0.0 0.0
Total liabilities & equity 185.2 216.8 256.5 293.2
KEY METRICS

Year to 31 Dec (%) 2023 2024F 2025F 2026F
Profitability

EBITDA margin 114 15.0 15.0 15.0
Pre-tax margin 12.7 15.2 15.2 15.1
Net margin 9.5 114 113 11.3
ROA 124 132 12.9 123
ROE 315 344 319 29.3
Growth

Turnover 22.8 15.9 15.9 111
EBITDA 45.8 51.8 16.2 11.0
Pre-tax profit 440 384 16.0 10.9
Net profit 50.8 385 15.2 10.9
Net profit (adj.) 50.6 385 15.2 10.9
EPS 46.7 385 15.2 10.9
Leverage

Debt to total capital 0.0 0.0 0.0 0.0
Debt to equity 0.0 0.0 0.0 0.0
Net debt/(cash) to equity (195.6) (182.6) (179.5) (174.9)
Interest cover (x) n.a. n.a. na. n.a.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

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. Advice should be sought from a financial adviser regarding the suitability of the investment
product, 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.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH 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 UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, 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) UOBKH, 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; (3) the officers,
employees and representatives of UOBKH 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”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH 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 UOBKH 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 UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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Refer to last page for important disclosures.




