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Clearer skies from here on  

BAB reported a 2Q17 revenue of RM694.4m (+71.8% qoq, +72.4% yoy) 

and headline profit of RM116.6m (+142.3% qoq, +122.5% yoy). After 

adjusting for the one-offs (big-ticket items consist mainly of RM14.6m 

forex loss, RM8.2m in derivative gains, RM5.8m impairment of AFS 

and RM5.4m in vessels disposal gains), core net profit came in at 

RM123.6m (+87.8% qoq, +101.2% yoy). Even though this represents 

60% of our full-year forecast, it is within our expectations as BAB had 

booked a one-off claim from a FPSO client in 1Q17 and another for its 

LukOil project in 2Q17, the respective sums of which were 

undisclosed. In view of the satisfactory results, we maintain our 

earnings forecasts. Maintain BUY with an unchanged SOTP-based TP 

of RM0.95. 
 

Things are coming along well 

Cumulative 1H17 revenue increased 31.8% yoy to RM1.1bn, resulting from 

maiden contribution from FPSO Olombendo and FSU Malta which drove 

the FPSO segment revenue up by 55.1%. The OMS segment also posted 

a 13% growth driven by one-off revenue recognised on work completed in 

the LukOil project, from the signing of a supplementary agreement. 

EBITDA margin which rose 13.7ppts yoy also helped lift the 1H17 core net 

profit to RM189.4m (+92.1% yoy).  
 

Sequential improvement  

Sequentially, 2Q17 registered solid momentum with revenue rising 71.8% 

as a result of the full quarter contribution from FPSO Olombendo and FSU 

Malta coupled with one-off revenue recognised for the LukOil project. Core 

net profit increased 87.8% qoq to RM123.6m, supported by a better 

EBITDA margin (+6.9ppts) that was partly offset by higher interest 

expenses (+70.7%) and a lower associate contribution (-80.9%). The lower 

associate contribution was due to a one-off claim by ONGC in 1Q17, which 

was not disclosed, and a lower conversion profit for FPSO Madura.  
 

Maintain BUY with an unchanged 12-month TP of RM0.95 

We maintain our BUY rating with an unchanged SOTP-based target price 

of RM0.95. In our view, most of the negative developments surrounding 

the company have lifted (more details on Page 2). As such, we see the 

current share price as representing a good buying opportunity, offering a 

potential upside of 27%.  
 

Earnings & Valuation Summary 

FYE 31 Dec 2015A 2016A 2017E 2018E 2019E 
Revenue (RMm) 2,179.7 1,317.4 2,335.3 2,669.3 2,838.8 
EBITDA (RMm) 1,011.7 452.8 1,307.6 1,524.3 1,622.9 
Pretax profit (RMm) (171.4) (1,944.3) 397.5 580.7 676.5 
Net profit (RMm) (234.6) (1,967.7) 315.7 443.8 510.9 
EPS (sen) (3.9) (33.5) 5.4 7.6 8.7 
PER (x) - - 13.9 9.9 8.6 
Core net profit (RMm) 323.5 (147.0) 315.7 443.8 510.9 
Core EPS (sen) 5.4 (2.5) 5.4 7.6 8.7 
Core EPS growth (%) (4.5) (146.4) 314.7 40.6 15.1 
Core PER (x) 13.9 - 13.9 9.9 8.6 
Net DPS (sen) 0.8 - - - - 
Dividend Yield (%) 1.1 - - - - 
EV/EBITDA (x) 10.4 27.2 10.4 8.4 7.3 
      
Chg in EPS (%) - - - - - 
Affin/Consensus (x) - - 1.1 1.0 1.1 
Source: Company, Affin Hwang estimates 
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Price Performance 

 1M 3M 12M 
Absolute 7.9% -3.8% -2.0% 
Rel to KLCI 7.6% -3.6% -6.9% 
 

Stock Data 

Issued shares (m) 5,866.3 
Mkt cap 

(RMm)/(US$m) 

4399.7/1029.7 
Avg daily vol - 6mth (m) 11.8 
52-wk range (RM) 0.5-0.83 
Est free float 29.7% 
BV per share (RM) 0.96 
P/BV (x) 0.78 
Net cash/ (debt) (RMm) (2Q17) (10,558) 
ROE (2018E) 7.2% 
Derivatives Nil 
Shariah Compliant No 
 

Key Shareholders  

Objecktif Bersatu Sdn Bhd 34.9% 
ASB 8.4% 
EPF 5.7% 
Source: Affin Hwang, Bloomberg 
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Hiccups faced by Kraken 

In EnQuest’s latest operations update, it lowered its earlier 2017 

production target from 45k-51kbpd to 37kbpd (average 1H17: 37kbpd) as 

a result of delays faced in the Kraken field. After achieving the first oil 

milestone on 23 June 2017, FPSO Kraken continued to see delays in its 

commissioning work (currently working on vessel topside equipment), 

resulting in a push back in terms of its final acceptance date. However, 

on a positive note, management has indicated that it has entered into an 

interim agreement with EnQuest whereby payment will depend on the 

volume being processed until the final acceptance of the FPSO. 

 

A recap on Kraken  

To recap, BAB had made a provision and subsequently paid US$20m 

(c.RM81m) in damages in 2Q16 as part of the late delivery. 

Subsequently, BAB had provided for an additional c.US$35m 

(~RM140m) supplementary payments for further delaying the backstop 

date to achieve first oil; which has yet to be paid out. We understand that 

BAB also provided for one last supplementary payment in 1Q17, to delay 

the backstop date to July 2017. In fact, BAB managed to achieve first oil 

on 23 June 2017, implying that the full amount that has been provided 

may not be materialise. Management has indicated that it has not written 

back the provision for the time being. In our view, the total penalty for the 

FPSO Kraken delays would add up to slightly more than RM220m         

(ie: RM81m + RM140m + partial 1Q17 provision). 

 

Waiting for the remaining 20% for FPSO Olombendo 

FPSO Olombendo achieved the first oil milestone in early February 2017. 

However, final acceptance is still being done in phases. With that, BAB 

has only received 80% of the full charter rates until the end of June 2017. 

Management continues to work towards final acceptance by the client by 

4Q17.  

 

Order book update 

As at end-2Q17, the group’s firm order book stood at RM23.7bn vis-à-vis 

RM23.9bn in 1Q17. Meanwhile, the extension order book stood at 

RM13.3bn vs. RM13.7bn in 1Q17. 

 

Risks 

Key risks to our view include: (1) weaker-than-expected OSV fleet 

utilisation, (2) termination of existing FPSO contracts. 
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Fig 1: Results comparison 

FYE 31 Dec (RMm) 2Q17 qoq yoy 1H17 yoy Comment 

    % chg % chg  % chg   

Revenue  694.4  71.8  72.4  1,098.6  31.8  Revenue increased by 31.8% driven by maiden 
contribution from FPSO Olombendo, FSU Malta 
and one-off recognised from LukOil project. 
However, this was partly offset by a lower OSV 
vessel utilisation which declined from an average 
of 51% to 48% 

Op costs  (287.2) 47.1  12.6  (482.4) 0.5    
EBITDA  407.2  94.9  175.5  616.2  74.2   

EBITDA margin (%) 58.6  6.9ppt 21.9ppt 56.1  13.7ppt Margin increased in tandem with higher revenue 

Depn and amort  (127.9) 15.0  (6.4) (239.2) (18.1)   
EBIT  279.3  185.8  2395.6  377.0  510.7    
EBIT margin (%) 40.2  16ppt 37.4ppt 34.3  26.9ppt   

Int expense  (108.5) 70.7  784.0  (172.0) 397.2   

Int and other inc  12.8  59.3  481.3  20.9  275.6    

Associates/JV 9.4  (80.9) (82.4) 58.4  (35.9) Associate contribution was lower qoq due to a one-
off amount claimed from client in 1Q17 
  

EI (7.0) (60.4) (98.8) (24.7) (95.8) 2Q17 exceptional items consist of:-  
1. RM5.4m disposal gain on 4 vessels 
2. RM1m write-back of doubtful debts 
3. RM5.8m impairment of AFS 
4. RM14.6m forex losses 
5. RM8.2m derivative gains 

Pretax profit  186.0  152.6  135.4  259.6  155.3    

Core pretax 193.0  111.3  256.7  284.3  129.7    

Tax  (68.3) 296.9  822.4  (85.5) 237.5    

Tax rate (%) 36.7  13.3ppt 34.9ppt 32.9  38.3ppt   

MI  (1.1) n.m n.m (9.4) 6784.4    

Net profit  116.6  142.3  122.5  164.7  (133.3)  

EPS (sen) 2.0  142.3  122.5  2.8  133.3    

Core net profit  123.6  87.8  101.2  189.4  92.1  1H17 core net profit deemed in line with our 
forecast, despite achieving 60% of our full-year 
number as BAB had booked a one-off claim from a 
client in 1Q17 and another for its LukOil project in 
2Q17 – the individual breakdown of the respective 
sums were undisclosed  

Source: Affin Hwang, company data 

 

Fig 2: Segmental breakdown 

FYE 31 Dec 1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 qoq

% chg

yoy 

% chg

1H16 1H17 yoy 

% chg

Revenue (RMm) 430.8 402.9 377.5 205.5 404.2 694.4 71.8 72.4 833.6 1,098.6 31.8

FPSO 216.6 155.7 116.0 5.2 239.7 337.6 40.9 116.9 372.2 577.3 55.1

OMS 214.2 247.2 261.5 200.3 164.5 356.8 116.9 44.3 461.4 521.3 13.0

Operating profit (RMm) 47.4 9.2 4.4 -240.6 77.2 270.1 250.1 2,843.1 56.5 347.3 514.2

FPSO 21.0 20.1 -76.7 -165.6 69.4 145.7 109.9 625.3 41.1 215.1 423.8

OMS -0.4 -15.2 -5.9 -75.4 8.0 111.9 1,299.0 835.6 -15.6 119.9 866.4

Others 26.8 4.3 87.0 0.5 -0.2 12.5 n.m n.m 31.1 12.3 -60.5

Operating margin (%) 11.0% 2.3% 1.2% -117.1% 19.1% 38.9% 19.8% 36.6% 6.8% 31.6% 24.8%

FPSO 9.7% 12.9% -66.1% -3200% 29.0% 43.2% 14.2% 30.2% 11.0% 37.3% 26.2%

OMS -0.2% -6.2% -2.3% -37.7% 4.9% 31.4% 26.5% 37.5% -3.4% 23.0% 26.4%  
Source: Affin Hwang, Company data 
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Fig 3: SOTP valuation for Bumi Armada 

Sum of parts valuation Equity 

value

(RMm)

Value per 

share

(RM)

Remarks

T&I 918.9        0.16          9x FY18 EV/EBITDA

OSV 1,570.9     0.27          9x FY18 EV/EBITDA

FPO (including the jointly-owned FPSO) 12,727.7  2.16           DCF valuation; 7.7% WACC, all options  

exercised - exclude Armada Claire 

Enterprise Value 15,217.5  2.59          

Net Debt (9,645.8)   (1.64)        As at end-2018E

Equity Value 5,571.7     0.95          

*Based on share base of 5,866.3m  
Source: Affin Hwang, Company data 
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Equity Rating Structure and Definitions 

      

BUY Total return is expected to exceed +10% over a 12-month period 

HOLD Total return is expected to be between -5% and +10% over a 12-month period 

SELL Total return is expected to be below -5% over a 12-month period 

NOT RATED Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company.  Report is intended as information only 

and not as a recommendation 

The total expected return is defined as the percentage upside/downside to our target price plus the net dividend yield over the next 12 months. 
 

OVERWEIGHT Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12 months  

NEUTRAL Industry, as defined by the analyst’s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months 

UNDERWEIGHT Industry, as defined by the analyst’s coverage universe is expected to under-perform the KLCI benchmark over the next 12 months 

 

This report is intended for information purposes only and has been prepared by Affin Hwang Investment Bank Berhad (14389-U) (“the Company”) based on sources believed to 
be reliable. However, such sources have not been independently verified by the Company, and as such the Company does not give any guarantee, representation or warranty 
(express or implied) as to the adequacy, accuracy, reliability or completeness of the information and/or opinion provided or rendered in this report. Facts, information, views 
and/or opinion presented in this report have not been reviewed by, may not reflect information known to, and may present a differing view expressed by other business units 
within the Company, including investment banking personnel. Reports issued by the Company, are prepared in accordance with the Company’s policies for managing conflicts 
of interest arising as a result of publication and distribution of investment research reports. Under no circumstances shall the Company, its associates and/or any person related 
to it be liable in any manner whatsoever for any consequences (including but are not limited to any direct, indirect or consequential losses, loss of profit and damages) arising 
from the use of or reliance on the information and/or opinion provided or rendered in this report. Any opinions or estimates in this report are that of the Company, as of this date 
and subject to change without prior notice. Under no circumstances shall this report be construed as an offer to sell or a solicitation of an offer to buy any securities. The 
Company and/or any of its directors and/or employees may have an interest in the securities mentioned therein. The Company may also make investment decisions or take 
proprietary positions that are inconsistent with the recommendations or views in this report.  
 
Comments and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not fit to your 
financial status, risk and return preferences and hence an independent evaluation is essential. Investors are advised to independently evaluate particular investments and 
strategies and to seek independent financial, legal and other advice on the information and/or opinion contained in this report before investing or participating in any of the 
securities or investment strategies or transactions discussed in this report.  
 
Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have 
liability for any damages of any kind relating to such data.  
 
The Company’s research, or any portion thereof may not be reprinted, sold or redistributed without the consent of the Company. 
 
The Company, is a participant of the Capital Market Development Fund-Bursa Research Scheme, and will receive compensation for the participation. 
 
This report is printed and published by: 
Affin Hwang Investment Bank Berhad (14389-U)  
A Participating Organisation of Bursa Malaysia Securities Berhad 
 
22nd Floor, Menara Boustead, 
69, Jalan Raja Chulan, 
50200 Kuala Lumpur, Malaysia. 
 
T : + 603 2146 3700 
F : + 603 2146 7630 
research@affinhwang.com  
 
www.affinhwang.com 


