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IInnccrreeaassee  EExxppoossuurree 

Searching for the Right Fit 

S$0.615 

S$0.510 

• Intrinsic Value 

• Prev Closing Price 

 

Main Activities 
Invacom designs and manufactures products mainly for 

the satellite TV market. It has a portfolio of more than 

400 products and three manufacturing plants, namely in 

Shenzhen, Shanghai and Selangor.     

 
Financial Highlights 
(Y/E Dec)US$m FY13 FY14F FY15F 

Revenue  116 139 174 

Gross Profit 29 35 43 

Profit After Tax 8.0 10.0 11.9 

EPS  (US cts) 3.42 4.27 5.05 

           Source: Voyage Research Estimates 

 

Key ratios (FY14F) 
PER  9.6 

P/BV  1.8 

ROE  18.3% 

Debt/Equity  37% 

Current ratio  2.4 

          Source: Voyage Research Estimates 

Indexed Price Chart 

Green (FSSTI) 

Black (Invacom) 

 
Source: Bloomberg 

52wks High-Low 57.5 cents/ 15.0 cents 

Number of Shares 232 m 

Market Capitalization S$118m 
  

 

Analyst: 
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Global Invacom Group Limited (Invacom) posted an expected set 

of results with revenue and PAT within 10% range of our forecast. 

Revenue grew across all geographical segments while operating 

expenses climbed at a slower rate thanks to various cost-saving 

measures.  

Invacom has plans to acquire some new entities that will help to 

enhance their position in the satellite communications industry. 

We expect the potential targets to be valued around US$10m to 

about US$50m each and the acquisition to be funded via internal 

cash and borrowing. Shares may also be issued to retain the 

targets’ management.  

The company also has the intention to opt for a secondary listing 

on the AIM market of the LSE. We understand that Invacom’s 

peers are priced at a median P/E and P/B of about 18.4X and 2.1X 

vs Invacom’s FY14F of 9.6X and 1.8X. The listing may help to 

minimize the pricing disparity.  

Though Invacom’s share price experienced a rally recently, we 

reckon that there is still some potential in the company, especially 

if they can acquire new technologies that can complement their 

offerings to customers. Maintain Increase Exposure with an 

intrinsic value of S$0.615.   

Results Summary: Revenue rose 55% YoY to US$116m mainly 

due to US$22.9m from the contract manufacturing business and 

US$25.4m from the newly acquired subsidiaries. Gross profit 

margin grew 6.4% points to 25.2% mainly due to better 

operating efficiencies and the absence of expenses related to 

production issues. Operating expenses grew about 29.7% YoY 

to US$20.7m, substantially lower than the change in revenue. 

Invacom also enjoyed gain on forex and write-back of inventory 

obsolescence which amounted to US$0.8m. Consequently, PBT 

came in at US$9.3m.   

Invacom’s balance sheet remained firm with cash of US$14.7m 

and US$0.1m debt. Net cash from operating activities stood at 

US$7.7m while the company spent US$4.7m on PPE and 

acquisition. Invacom also declared a final dividend of 0.5 S cent.  

Global Invacom Group Limited 
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Figure 1: Invacom’s Peers 

 

Company Update: Invacom posted a healthy set of results with revenue growth 

across all geographical segments. At the same time, the company is also adopting 

new cost-saving measures in the China plant and acquiring new equipment, all of 

which will help to bring about cost savings and efficiency. 

 

Potential Acquisition in the Pipeline: The company has always been thinking of 

ways to enhance their position in the satellite communications industry. 

Management commented that five M&A proposals were presented to the board for 

acquisition - all of which are in the satellite or related fields. These potential 

companies have technologies that will help to improve Invacom’s offerings and 

products to customers and more importantly, they have existing clients and will 

reduce Invacom’s risk exposure. Invacom is currently ranked about fourth among the 

seven industry players and they hope to improve their positioning via M&A activities.  

 

We expect these potential targets to be valued about US$10m to about US$50m. The 

company is likely to use internal cash and borrowings to finance the acquisitions. The 

latter will help to improve the company’s capital structure. That said, we will not be 

surprised if some shares are issued to retain the targets’ management.  

 

Recently, Invacom also announced their appointment of an independent stockbroker 

for a potential secondary listing on the AIM market of the LSE. New shares may be 

placed in conjunction with the proposed listing, though we expect the quantum to be 

small, if any. The rationale for the listing is to attract foreign investors, especially 

those who understand the satellite business. Foreign players are priced at a median 

P/E and P/B of 18.4X and 2.1X vs Invacom’s FY14F P/E of 9.6X and P/B of 1.8X.  

 

Forecast and Valuation: Invacom has exhibited an impressive turnaround in FY13 

and we expect growth momentum to continue in FY14. The management have the 

intention of turning Invacom into a dividend play after the company completes the 

consolidation and integration of its R&D portfolio. We have revised our valuation 

model to incorporate the growth potential from the acquisition and assumed the 

company to have a debt/asset position of about 21%-27% between FY16-17. We also 

increased the LT growth rate to 2.5%. Maintain Increase Exposure with an intrinsic 

value of S$0.615.  

 

 

 

 

 

 

 

  

 

 

  

  P/E P/B

Calamp Corp 86 9.1

Wistron Neweb Corp 17.0 2.42

Zinwell Corp 19.8 1.77

Prime Electronics & Satellite 12.3 1.26

Peers Median 18.4 2.10

Global Invacom* 9.6 1.8
*: FY14F  

Source: Bloomberg, Voyage Research 

 



 

Page 3 of 4 

 

www.voyageresearch.com UUppddaattee  RReeppoorrtt  3 Mar 2014 

Figure 2: Economic Profit Valuation 

Figure 3: Financial Forecasts and Estimates 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

US$m FY12 FY13 FY14F FY15F FY16F FY17F

Revenue 93 116 139 174 191 201

EBIT -21 9 12 15 16 17

Tax on EBIT 1.1 -1.2 -1.7 -2.1 -2.3 -2.4

NOPLAT (Company) -20 8 10 13 14 15

Invested Capital 48 51 81 91 100 110

% of debt 2% 0% 27% 24% 21% 19%

% of equity 98% 100% 73% 76% 79% 81%

WACC 9.7% 9.7% 8.5% 8.6% 8.7% 8.8%

Capital Charge 5 7 8 9 10

Economic Profit 3 3 5 5 5

Terminal 81

Discount Rate 1.00 0.92 0.85 0.78 0.72

Present Value 3 3 4 4 4

Book Value 36 Risk Free 2.5%

Explicit Value 18 Beta 1.0

Terminal Value 58 Market RP 7.5%

Value of Firm 112 Cost of Equity 9.75%

Number of Shares 232 Cost of Debt 5.0%

Value per share (US$) 0.483 LT Growth 2.5%

Value per share (S$) 0.613 ~0.615 US$/S$ Rate 1.27

Source: Voyage Research Estimates 

 

 US$m 2013 2014F 2015F 2016F 2017F

Revenue 116 139 174 191 201

Gross Profit 29 35 43 48 50

Net Income After Tax 8.0 10.0 11.9 13.1 13.8

Total Current Assets 62 69 85 100 111

Total No n-Current Assets 17 41 42 41 40

Total Current Liabilities 29 30 37 40 42

Total No n-Current Liabilities 6 26 26 26 26

Total Equity 45 55 64 74 83

Net Income Befo re Tax 9 12 14 15 16

Cash from Operating Activities 8 3 6 10 12

Cash from Investing Activities -13 -24 -1 1 0

Cash from Financing Activities 1 20 -2 -4 -5

Net Change in Cash 14 13 15 23 31

ROE 17.9% 18.3% 18.5% 17.8% 16.7%

ROA 10.1% 9.1% 9.3% 9.4% 9.1%

Debt/Equity 0% 37% 31% 27% 24%

Current Ratio 2.18 2.34 2.31 2.47 2.62

P/E 11.93 9.56 8.07 7.29 6.93

P/B 2.14 1.75 1.49 1.30 1.15  
Source: Voyage Research Estimates 
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Rating Definition: 
 
Increase Exposure – The current price of the stock is significantly lower than the underlying 

fundamental value. Readers can consider increasing their exposure in their portfolio to a higher level.  

Invest – The current price of the stock is sufficiently lower than the underlying fundamental value of the 
firm.  Readers can consider adding this stock to their portfolio.   
Fairly Valued – The current price of the stock is reflective of the underlying fundamental value of the 
firm.  Readers may not need to take actions at current price.   
Take Profit – The current price of the stock is sufficiently higher than the underlying fundamental value 

of the firm.  Readers can consider rebalancing their portfolio to take advantage of the profits. 
Reduce Exposure - The current price of the stock is significantly higher than the underlying fundamental 
value of the firm.  Readers can consider reducing their holdings in their portfolio. 
 

IMPORTANT DISCLOSURE: 
 
As of the date of this report, the analyst and his immediate family 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 be materially interested in any such securities. Portfolio structure should be the responsibility of 
the investor and they should take into consideration their financial position and risk profile when 
structuring their portfolio.  Investors should seek the assistance of a qualified and licensed financial 
advisor to help them structure their portfolio. This research report is based on information, which we 
believe to be reliable. Any opinions expressed reflect our judgment at report date and are subject to 
change without notice. This research material is for information only. It does not have regards to the 
specific investment objectives, financial situation and the particular needs of any specific person who may 
receive or access this research material. It is not to be construed as an offer, or solicitation of an offer to 
sell or buy securities referred herein. The use of this material does not absolve you of your responsibility 
for your own investment decisions. We accept no liability for any direct or indirect loss arising from the 
use of this research material. We, our associates, directors and/or employees may have an interest in the 
securities and/or companies mentioned herein. This research material may not be reproduced, distributed 
or published for any purpose by anyone without our specific prior consent.  

 

 

 

 

 

 


