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Results Review

Earnings Outlook / Estimates Revision





We have reduced our FY12 net profit forecast by 36% after
incorporating weaker margins offset slightly by a lower effective tax of
17% (vs. 17.5% previously). Meanwhile, we introduce our FY13 net
profit forecast of SGD8.9 mln.



We understand that management is mindful of the increasing material
and project costs and is keeping a tight rein on its costs by actively
investing in new technologies. With the group’s track record and recent
purchase of new machineries and introduction of sub-terrain pre-cast
technology (highly productive to build permanent retaining walls for
constructing basements), it is poised to benefit from sustained
spending in the public sector. According to BCA, construction demand
is expected to reach between SGD24 bln to SGD30 bln this year.
HDB’s move to ramp up a supply of 25,000 new BTO flats this year
and next also augurs well for the group.





Ryobi reported a net profit of SGD0.53 mln (-89.4% YoY) for 4QFY11
(Jun.). FY11 results were below our expectations, with net profit of
SGD7.81 mln making up about 75% of our original full-year net profit
forecast. Although revenue was in line, the group reported weakerthan-expected gross profit margin of 19.8% (vs. FY11E:24%). This was
offset partially by a lower effective tax rate of 16.4% (vs.
FY11E:17.5%). A first and final net DPS of 0.6 cents was declared
(FY10:1 cent).
FY11 group revenue increased 2% to SGD123.3 mln on the back of
increased contribution from the group’s bored piling operations
(+26.3% to SGD93.2 mln). This was partially offset by low contribution
from its eco-friendly and geo-services operations (-36% to SGD30.1
mln as major project such as Punggol Waterway (Part 1) was
completed in FY10. However, the group reported a weaker gross profit
margin due to higher material prices, sub-contractor and depreciation
costs as a result of purchase of more machinery. Excluding writebacks of allowance for liquidated damages, the group’s gross margin
would have reduced to 19.1% in FY11 (-12.4%-pts). The above net
effect was a decline in FY11 net profit to SGD7.8 mln (-71.4%).
Excluding the write-backs of liquidated damages, Ryobi would have
registered a lower YoY decline in net profit of about 62.4 % in FY11.
We expect revenue to pick-up in FY12 with the group’s recently
clinched VND191 bln (SGD11.3 mln) piling work for a tower building in
Vietnam. Ryobi’s order book presently stands at SGD78.1 mln.

Key Stock Statistics

Investment Risks


A sharp rise in labor or material costs, shortage of skilled labor or
increase in project execution costs can adversely affect project viability
and profitability. Similarly, a slower-than-expected economic recovery
and weak property demand is likely to reduce construction demand
and erode profit margins due to keener competition. Overseas risk
venture for its Vietnam projects such as execution risk, start-up costs
and possible delays could give rise to higher operating costs, affecting
its earnings.
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Earnings Performance
FY Jun. / SGD mln

4Q11

4Q10

% Change

Reported Revenue

31.2

39.5

-21.1

Reported Operating Profit

1.7

6.4

-73.9

Depreciation & Amortization

-3.0

-2.0

52.0

Net Interest Income / (Expense)

-0.1

0.0

NM

Reported Pre-tax Profit

1.4

6.4

-78.6

Reported Net Profit

0.5

5.0

-89.4

Reported Operating Margin (%)

5.4

16.3

-

Reported Pre-tax Margin (%)

4.4

16.3

-

Reported Net Margin (%)

1.7

12.7

-

Source: Company data

Profit & Loss
FY Jun. / SGD mln

2010

2011

2012E

2013E

Reported Revenue

120.8

123.3

134.1

145.9

Reported Operating Profit

32.6

11.1

11.7

12.7

Depreciation & Amortization

-6.9

-10.9

-12.0

-13.2

Net Interest Income / (Expense)

0.5

-0.2

-0.3

-0.3

Reported Pre-tax Profit

33.0

10.6

11.1

12.2

Effective Tax Rate (%)

16.3

16.4

17.0

17.0

Reported Net Profit

27.4

7.8

8.2

8.9

Reported Operating Margin (%)

27.0

9.0

8.7

8.7

Reported Pre-tax Margin (%)

27.3

8.6

8.3

8.4

Reported Net Margin (%)

22.6

6.3

6.1

6.1

Source: Company data, S&P Equity Research
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Disclaimers
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 German 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. Past performance is
not necessarily indicative of future results.
Standard & Poor’s, its affiliates, and any third-party providers, as well as their
directors, officers, shareholders, employees or agents (collectively S&P Parties) do
not guarantee the accuracy, completeness or adequacy of this material, and S&P
Parties shall have no liability for any errors, omissions, or interruptions therein,
regardless of the cause, or for the results obtained from the use of the information
provided by the S&P Parties. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS
OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A
PARTICULAR PURPOSE OR USE. In no event shall S&P Parties be liable to any
party for any direct, indirect, incidental, exemplary, compensatory, punitive, special
or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any
use of the information contained in this document even if advised of the possibility
of such damages. Capital IQ is a business of Standard & Poor's.
Ratings from Standard & Poor’s Ratings Services are statements of opinion as of
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other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of Standard & Poor’s may have
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certain non-public information received in connection with each analytical process.
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are only current 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

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 © 2011 The McGraw-Hill Companies, Inc.

Page 3 of 4

Required Disclosures
it is suitable for your particular circumstances and, if necessary, seek professional
advice.
This document does not constitute an offer of services in jurisdictions where
Standard & Poor’s or its affiliates do not have the necessary licenses.
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
Ching Wah Tam.
For residents of Indonesia - This research report does not constitute an offering
document and it should not be construed as an offer of securities in Indonesia, and
that any such securities will only be offered or sold through a financial institution.
For residents of the Philippines - The securities being offered or sold have not been
registered with the Securities and Exchange Commission under the Securities
Regulation Code of the Philippines. Any future offer or sale thereof is subject to
registration requirements under the Code unless such offer or sale qualifies as an
exempt transaction.
STANDARD & POOR’S, S&P, S&P 500, S&P Europe 350 and STARS are
registered trademarks of Standard & Poor’s Financial Services LLC.

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 © 2011 The McGraw-Hill Companies, Inc.

Page 4 of 4

