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HOLD (Maintained)
Core Operations Shine Through the Noise

MegaChem reported mixed financial results for FY2025. The Group’s
FY25 revenue declined by 3.4% YoY to S$124.4 million, while gross profit
improved 1.8% YoY to S$31.8 million. The Group’s overall gross margin
increased from 24.2% in FY24 to 25.6% in FY25. The Group’s net profit
decreased 50.6% to YoY to S$3.9 million, mainly due to the absence of the
substantial insurance compensation from the fire incident. After adjusting
FY24 net profit for the impact of the fire incident, FY25 net profit would
have increased by 31.1% YoY. The total FY2025 dividend amounts to 1.0
Singapore cents per share, representing a payout ratio of about 35% of
FY25 net profit attributable to shareholders.

New warehouse facility nears completion, pending issuance of
Temporary Occupational Permit (TOP). MegaChem’s new two-storeyed
warehouse is set to significantly improve the company's cost control and
operational efficiency. Capable of holding around 5,054 pallets of diverse,
approved chemicals, the facility will drastically lower the need for external
storage and its associated fees. By bringing roughly 60% to 80% of its
storage requirements in-house, the firm will be able to optimise its supply
chain, ensure stricter adherence to safety regulations, and build a more
robust, resilient operation.

Strategic Geographic and Supply-Side Diversification Insulates
MegaChem from Middle Eastern Volatility. While the most immediate risk
vector for chemical distributors during regional conflicts is direct geopolitical
exposure, MegaChem's strategic footprint acts as a highly effective
defensive shield. While the company does maintain active operations in the
Middle East, specifically targeting the United Arab Emirates and Saudi
Arabia through its subsidiary, sales to this specific region in FY25
accounted for less than 10% of the Group’s total revenue. Furthermore,
executive management has confirmed that daily operations in both the
UAE and Saudi Arabia have continued to function normally, allowing the
company to successfully fulfill localized customer deliveries despite the
broader regional instability and maritime threats. Equally critical to
revenue diversification is MegaChem’s meticulous diversification of
its upstream supply sources. By actively procuring materials from an
array of global principals, including those in China, Europe, Japan, the US,
and India, MegaChem's procurement teams can rapidly pivot away from
high-risk logistics nodes. Consequently, amidst surging freight costs and
maritime threats in the Red Sea and Strait of Hormuz, the company
strategically redirects its sourcing to geographically proximate North Asian
markets like Japan and China, entirely circumventing disrupted
intercontinental routes to guarantee continuous, cost-effective supply to its
core ASEAN end-markets.
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KEY FINANCIAL HIGHLIGHTS

FY27EFY26EFY25FY24FY23Year ended Dec (S$’m)

132.6 128.1 124.4 128.8 123.0 Revenue

7.2 6.5 5.7 10.6 (3.3) EBIT

5.3 4.7 3.9 7.9 (5.8) Net profit

3.9 3.4 2.9 5.9 (4.4) EPS (S$ cents)

1.5 1.0 1.0 1.0 -Dividend per share (S$ cents)

(16.0) (19.7) (23.4) (12.0) (17.6) Net cash / (debt)

Valuation

25.6%25.6%25.6%24.2%18.3%Gross profit margin (%)

4.0%3.6%3.1%6.1%-4.7%Net profit margin (%)

7.7 9.0 11.4 5.3 (39.9) EV / EBITDA (x)

10.9 12.4 14.8 7.2 -P/E (x)

0.8 0.9 0.9 1.0 1.1 P/B (x)

3.5%2.4%2.4%2.4%-Dividend yield (%)

7.8%7.2%6.4%13.5%-11.6%ROE (%)
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MegaChem Limited

Positioned for the AI and Advanced Technology Boom. Speciality
chemicals serve as the foundational elements of contemporary technology,
proving absolutely essential for the manufacture of semiconductors,
sophisticated electronics, and data centre infrastructure. MegaChem is
strategically aligned to benefit from this trajectory, driven by its Surface
Technology division, which currently generates 27% of the group's total
revenue. Crucially, this specific segment supplies not only traditional
semiconductor fabricators and electronics manufacturers, but also directly
underpins the rapidly expanding artificial intelligence and data centre
industries.

Potential risks include (i) macroeconomic & geopolitical headwinds, (ii)
volatility in chemical prices and (iii) regulatory and environmental risks.

Investment recommendation. We revised our FY26 net profit forecast
down by 24% to S$4.7 million, driven by a downward revision in our
revenue forecast to S$128.1 million from S$142.0 million. As we roll our
valuation forward to FY26 estimates, we maintain our HOLD
recommendation and revise our target price down 10% to S$0.45, a 5.9%
upside from current levels. Given the heightened global geopolitical
uncertainty, we applied a 40% discount to the peer mean forward PER of
21.9x to derive the target price.
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MegaChem Limited
Income Statement Cash Flow Statement

Balance Sheet

FY ended 31 Dec (S$m) FY23 FY24 FY25 FY26E FY27E
Cash flows from operating activities
Net (loss)/profit before tax   (5.3)  8.7  4.3  5.1  5.8
Adjustments for:
Depre of PPE  1.0  1.0  1.0  1.7  2.0
Depre of right-of-use assets  0.4  0.3  0.3  0.3  0.3
Finance costs  2.0  1.9  1.4  1.4  1.4
Gain on disposal of shares -        -      -      -        -        
Gain on disposal of PPE   (0.0)   (0.6)   (0.0)   (0.2)   (0.2)
Interest income from banks   (0.1)   (0.1)   (0.2)   (0.2)   (0.3)
Inventory written down  8.6  1.7  0.2 -        -        
Loss on PPE written down  0.8 -      -      -        -        
Share of profit of associates   (1.2)   (1.2)   (1.2)   (1.2)   (1.2)
Changes in fair value of finan assets -   (0.0)   (0.0) -        -        
Changes in fair value of finan liab  0.1  0.0  0.0 -        -        
Net effect of exchange rate changes in 
consolidating foreign operations

-         0.1  0.4 -        -        

Operating cash flows before working 
capital changes

 6.3  11.6  6.2  6.9  7.8

Change in op assets and liab
Trade and other receivables  3.5  0.7   (1.2)   (1.0)   (1.1)
Other current assets  0.1   (0.9)  0.2 -        -        
Inventories  6.9  0.4  2.2 -        -        
Trade and other payables  0.1   (0.3)   (1.2)  0.4  0.4
Foreign exchanges differences  0.0 -      -      - -
Cash (used in)/generated from operations  16.8  11.5  6.1  6.3  7.1
Income tax paid   (1.1)   (0.6)   (0.6)   (0.4)   (0.5)
Interest received  0.1  0.1  0.2  0.2  0.2
Net cash (used in)/provided by operating 
activities

 15.8  11.0  5.7  6.0  6.7

Cash flows from investing activities
Divi receiv from assoc  0.6  0.5  0.5  0.5  0.5
Purchase of finan assets   (1.4)   (1.2) -      -        -        
Purchase of PPE   (1.2)   (2.7) #### -        -        
Proceeds from sales of shares - -      -      - -
Proceeds from sales of PPE  0.0  0.9  0.0 - -
Net cash provided by/(used in) investing 
activities

  (1.9)   (2.4) ####  0.5  0.5

Cash flows from financing activities
Dividends paid   (1.6)   (0.7)   (1.3)   (1.3)   (2.0)
Dividends paid by subsidiary to non-
controlling interests

  (0.0)   (0.3)   (0.2) -        -        

Repayments of LT loans   (0.5)   (0.5)  6.6   (0.5)   (0.5)
(Repay)/proceeds from bills   (6.4)  1.9   (1.3) -        -        
(Repay)/proceeds from ST loans   (0.5)   (4.7)  4.9 -        -        
Lease liabilities paid   (0.6)   (0.5)   (0.6) -        -        
Interest paid   (1.9)   (1.8)   (1.3)   (1.4)   (1.4)
Net cash provided by financing activities   (11.6)   (6.5)  6.8   (3.2)   (3.9)

Net increase/(decrease) in cash and cash 
equivalents

 2.3  2.1   (1.2)  3.3  3.3

Cash and cash equivalents at beginning of 
financial year

 10.9  13.0  15.3  14.0  17.3

Effects of currency translation on cash and 
cash equivalents

  (0.2)  0.1   (0.1) - -

Cash and cash equivalents at end of 
financial year

 13.0  15.3  14.0  17.3  20.6

FY ended 31 Dec (S$m) FY23 FY24 FY25 FY26E FY27E
Revenue  123.0  128.8  124.4  128.1  132.6

Cost of sales   (100.5)   (97.6)   (92.6)   (95.4)   (98.7)

Gross profit  22.5  31.2  31.8  32.8  33.9

Other income  3.7  10.7  0.5  0.5  0.5

Distribution costs   (21.2)   (22.2)   (17.8)   (18.3)   (19.0)

Administrative expenses   (6.2)   (6.4)   (6.4)   (6.6)   (6.8)

Other operating expenses   (3.3)   (3.9)   (3.6)   (3.0)   (2.6)

Finance costs   (2.0)   (1.9)   (1.4)   (1.4)   (1.4)

Share of profit of associated 
companies

 1.2  1.2  1.2  1.2  1.2

Profit before income tax   (5.3)  8.7  4.3  5.1  5.8

Income tax expense   (0.5)   (0.8)   (0.4)   (0.4)   (0.5)

Net profit   (5.8)  7.9  3.9  4.7  5.3

FY ended 31 Dec (S$m) FY23 FY24 FY25 FY26E FY27E
Non-current assets
Property, plant and equipment  14.6  16.8  30.4  29.3  27.6
Right-of-use assets  2.3  2.3  2.3  2.0  1.8
Investment property  0.1  0.1  0.1  0.1  0.1
Investments in subsidiaries -       -       -       -        -        
Investments in associated companies  8.4  9.4  10.2  10.2  10.2
Finance assets at fair value  1.4  1.4  1.4  1.4  1.4
Transferable club memberships  0.0  0.0  0.0  0.0  0.0
Deferred tax assets  0.8  0.9  1.0  1.0  1.0
Total non-current assets  27.6  30.9  45.3  44.0  42.0

Current assets
Inventories  33.6  31.7  29.0  29.6  30.9
Trade and other receivables  23.7  23.3  24.1  24.9  25.6
Financial assets at fair value -        0.0  0.0 -        -        
Other current assets  1.7  2.6  2.5  2.5  2.5
Cash and bank balances  13.6  16.0  14.0  17.3  20.6
Total current assets  72.6  73.7  69.7  74.3  79.6
Total assets  100.2  104.5  115.0  118.3  121.6

Share capital  15.9  15.9  15.9  15.9  15.9
Other reserves   (7.7)   (6.3)   (6.0)   (6.0)   (6.0)
Retained earnings  41.8  48.9  51.4  54.7  58.0

Non-controlling interests  3.2  1.9  1.8  1.8  1.8
Total equity  53.2  60.5  63.1  66.4  69.7

Non-current liabilities
Borrowings  0.4 -        6.3  5.8  5.3
Financial liabilities  2.6  2.7  2.7  2.8  2.9
Deferred tax liabilities  0.4  0.5  0.6  0.6  0.6
Total non-current liabilities  3.5  3.2  9.5  9.1  8.7

Current liabilities
Current income tax liabilities  0.1  0.3  0.1  0.1  0.1
Trade and other payables  15.2  14.9  13.6  14.0  14.4
Borrowings  28.1  25.2  28.4  28.4  28.4
Financial liabilities - lease liabilities  0.3  0.4  0.3  0.3  0.3
Financial liabilities at fair value  0.1  0.0  0.0  0.0  0.0
Total current liabilities  43.6  40.8  42.4  42.8  43.3

Total liabilities  47.1  44.0  51.9  51.9  51.9

Total equity and liabilities  100.2  104.5  115.0  118.3  121.6



DISCLAIMERS AND DISCLOSURES

This report has been prepared and distributed by SAC Capital Private Limited (“SAC Capital”) which is a holder of a capital
markets services licence and an exempt financial adviser in Singapore.

This report is provided for general information only and is not intended to constitute investment, legal, tax or accounting advice.
It has been prepared without regard to the specific investment objectives, financial situation, tax position or particular needs of
any individual person or specific group. Nothing in this report constitutes a solicitation, invitation or offer to buy or sell any
securities. Prospective investors should conduct their own due diligence and obtain independent advice (including from a
financial adviser) as to the suitability of any investment, taking into account their personal circumstances.

This report is confidential and is provided solely for the recipient’s information. The contents of this report may not be copied,
reproduced, published, distributed or transmitted (in part or in whole) to any other person without the prior written consent of
SAC Capital. The distribution of this report outside the jurisdiction of Singapore is also strictly prohibited. Recipients are
responsible for complying with any such restrictions. No representation is made that this report may be lawfully distributed in
compliance with any applicable regulations outside Singapore.

Whereas SAC Capital has not independently verified all the information set out in this report, all reasonable care and effort has
been taken to ensure that the facts stated herein are accurate, this report might contain certain forward looking statements and
forward looking financial information which are based on certain assumptions and involve known and unknown risks,
uncertainties and other factors which may cause the actual results or performance of the subject company to be materially
different from those expressed herein. Predictions, projections or forecasts of the economy or market trends are not indicative
of the future performance of the subject company. The inclusion of such statements and information should not be regarded as
a representation, warranty or prediction with respect to the accuracy of the underlying assumptions of the subject company or
that the forecast results will or are likely to be achieved.

Our opinion and facts set out in this report are based on the market, economic, industry and other applicable conditions
prevailing as at the date of the preparation of this report. Such conditions may change significantly over a relatively short
period of time and we assume no responsibility to update, revise or reaffirm our opinion in light of any development subsequent
to the publication of this report, that may or may not have affected our opinion contained herein.

This report may contain forward-looking statements, forecasts and projections that involve assumptions, risks and
uncertainties. Actual result may differ materially from those express or implied. Such forward-looking statements are made only
as of the date of this report and SAC Capital assumes no obligation to update or revise them to reflect new information or
future events.

No representation or warranty, express or implied, is made as to the fairness, accuracy, completeness or correctness of the
information or opinions contained herein. To the extent permitted by law, SAC Capital and its affiliates, officers, directors,
employees and agents expressly disclaim any liability (including negligence) for any loss arising from the use of this report or
its contents.

SAC Capital and its connected persons (including officers, directors and employees) may have positions in, make markets in,
or effect transactions in securities mentioned in this report, and may from time to time provide or solicit advisory, corporate
finance, underwriting, placement, sponsorship or other services to the issuers of those securities.

SAC Capital’s employees or connected persons serve on the board or trustee positions of the subject companies as disclosed
hereunder:

DesignationName of the subject company 

NilNil
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As at the date of this report, SAC Capital has proprietary positions or interests in the subject companies as disclosed
hereunder:

Quantum of positionParty

NilNil



Date of Business RelationNature of Business Relation

Ongoing RelationContinuous Sponsorship

Ongoing RelationPaid Research
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As at the date of this report, SAC Capital, has had business relations with the subject company within the past 12 months, as
disclosed hereunder:

ANALYST CERTIFICATION

As noted above, research analyst(s) of SAC Capital who produced this report hereby certify that

(i) The views expressed in this report accurately reflect his/her personal views about the subject company;

(ii) The report was produced independently by him/her;

(iii) He/she does not on behalf of SAC Capital or any other person carry out other services involving any of the subject 
company or securities referred to in this report; and

(iv) He/she has not received and will not receive any compensation or benefits related 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. He/she has not and will not receive any compensation or benefits linked to the performance of the
securities of the subject company from the time of the publication of this report either.

As at the date of this report, the analysts who covered the securities in this report have proprietary positions or material 
interests in the subject company covered as disclosed hereunder:

Quantum of positionAnalyst name

NilNil


