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23 July 2024
Non-Rated Navigating Challenges and Seizing Opportunities
BBG NATC SP Natural Cool Holdings Limited — Natural Cool Holdings Ltd (“NatCool”) is a

recognized leader in the air-conditioning and mechanical ventilation (“ACMV”)
market in Singapore, renowned for its high service standards and commitment
Price (23 July 2024) S$%$0.031 to excellence. Beyond its core ACMV operations, NatCool has strategically
expanded its portfolio to include paint and coatings, technology solutions, and

Market Cap S$7.8m

52-week range 5%0.018 - 0.06 food and beverages. Despite market challenges, NatCool has shown resilience
Shares Outstanding 250.4m through strategic growth and diversification.

Free Float 43.7% Financial Performance — NatCool recorded a slight decline in its revenue for

- - - FY2023, with revenue declining by 3.7% yoy to S$144.2m, primarily due to a

gﬁgrs;:gltﬂr Khwaja Asif Rahman 14.8% fall in its aircon and engineering segment. However, gross profit margin

Ong Mun Wah 11.0%|  increased from 17.5% in FY2022 to 19.0% to FY2023, driven by increased use

Ng Quek Peng 10.8% of internal labor in the aircon and engineering division, cost management

Wong Leon Keat 9.3% measures in the paint and coatings division and higher margins in the

6.9% technology division due to the completion of a higher margin train-borne
communications project. Accordingly, gross profit increased by 7.6% yoy to
S$27.5m. Despite these improvements, net profit margin decreased from 0.6%
Source: Company Data, Bloomberg, SAC Capital in FY2022 to 0.3% in FY2023, mainly impacted by a one-time gain on
termination of lease held by Natural Cool Investment Pte Ltd (“NCI”) which was
deconsolidated from the Group since its liquidation started in FY2022. If NCI's
financial performance for FY2022 was excluded for a comparable analysis, the
Group would report a profit of S$0.4m in FY2023 compared with a loss of
S$0.8m in FY2022.

Tsng Joo Peng

Resilience in Aircon and Engineering Division — Despite a 4.8% yoy

revenue decline due to inflation pressures and a cautious approach to project

acceptance, NatCool's aircon and engineering division continues to

demonstrate operational strength. The division strategically shifted focus to

smaller projects with quicker turnarounds, maintaining operational efficiency
ANALYST and steady cash flows. With investments in digital transformation, including the
Daniel Ng implementation of the “CoolHub” app, the division is poised to enhance
+65 9382 9657 customer engagement and streamline project management.

dng@saccapital.com.sg Strong performance in Paint and Coatings division — The paint and

coatings division recorded an increase in its revenue by 19.6% yoy to S$5.0m,
Matthias Chan as a result of higher sales to its retail stores customers. Distinguished by its
+65 9687 9957 primary brand, “Cougar’, the division mainly caters to the construction and
mchan@saccapital.com.sg maritime sectors. As the construction and marine sectors continue its recovery,

the division is poised to leverage on these opportunities.

Turnaround for Food and Beverages Segment — The food and beverages
division of NatCool has shown remarkable proaress. achievina EBITDA

KEY FINANCIAL HIGHLIGHTS

Year ended Dec (S$’m) FY21 FY22 FY23
Revenue 148.0 149.7 144.2
EBIT (4.5) 2.2 1.9
Net profit (5.9 0.9 0.4
EPS (in cents) (2.26) 0.55 0.24
Dividend per share (S$ cents) 0.14 - -
Net cash / (debt) (47.8) (33.9) (29.6)
Valuation

Gross profit margin (%) 13.9% 17.0% 19.0%
Net profit margin (%) -4.0% 0.6% 0.3%
EV/EBITDA (x) 17.3 4.7 5.3
P/E (X) a.7) 4.7 8.3
P/B () 0.70 0.42 0.31
Dividend yield (%) 3.6% - -

ROE (%) -42.6% 6.1% 2.5%
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positive. The Group has discontinued underperforming brands and a renewed
focus on expanding into retail and wholesale channels through collaborations with
major retailers like NTUC Fairprice. With these strategic shifts, we are optimistic
that the division may break even in 2024, paving the way for sustained
profitability.

Promising growth in Technology Division — Acquired two years ago, the
technology division, iFocus, has enhanced NatCool's capabilities in lift monitoring,
surveillance, and train-borne communications. iFocus has shown substantial
growth, marked by increased revenue and successful major public sector
projects, including a notable train-borne communications project in Macau. With
its pipeline of ongoing and potential contracts, we are optimistic about its
sustained growth and profitability.

Risks — The aircon and engineering division faces economic uncertainties and
inflationary pressures, impacting project profitability and acceptance. Revenue in
the paint and coatings divisions is influenced by fluctuations in the construction
and marine sectors. The technology division’s growth relies on securing large
contracts amid competitive bidding and regulatory hurdles. Additionally, the
company faces risks from rising finance costs and reductions in government
grants. Effective risk management strategies are essential to mitigate these
challenges and sustain long-term growth.

Valuation — NatCool currently trades at 12.8x P/E and 0.5x P/B. This compares
to the average P/E of 13.9x of companies listed on SGX Catalist.



Income Statement Cash Flow Statement
FYE Dec (S$m) FY21 FY22 FY23 FYE Dec (S$’m) FY21 FY22 FY23
Revenue 148.0 149.7 144.2 Cash flows from operating activities

Cost of sales (127.4) (124.1) (116.7) Pr(?fit/(loss) for the year (5.9) 09 0.4
Adjustments for:

Gross profit 20.6 25:5 27:5 Amortisation of intangible assets 0.1 06 0.6
Other income 1.9 5.8 13 Change in fair value of financial assets at fair value
Distribution expenses (29) (2.8) (3.0) through profit or loss (“FVTPL”) 06 00 01
Administrative expenses (18.4) (23.2) (23.5) Depreciation of property, plant and equipment 7.7 57 4.0
Impairment loss on trade Depreciation of investment property 0.0 00 0.0
receivables and contract assets, Gain on disposal of property, plant and equipment (0.2) (0.3) (0.0)
including bad debts written-off (0.1) (0.1) (0.1) Gain on termination of lease 0.0 (4.0) 0.0
Other expenses (5.6) (3.0) (0.3) Impairment loss on asset held for sale 00 00 0.1
Results from operating activities (4.5) 2.2 19 Impa!rment loss on goodwill ) 01 01 00
Finance costs (1.2) (1.0)  (12) Impalrment Igss on trade rece.lvables and contract
assets, including bad debts written-off 0.1 01 0.1
(Loss)/Profit before tax (5.7) 1.2 0.7 Impairment loss on property, plant and equipment 46 09 0.2
Tax credit/(expense) (0.2)  (0.3) (0.3) (Reversal)/Impairment loss on inventories 0.0 0.1 (0.0)
(Loss)/Profit after tax (5.9) 0.9 04 Interest expenses 1.2 1.0 1.2
Interest income (0.0) (0.0) (0.0)
Balance Sheet Loss on deconsolidation 00 12 00
FYE Dec (S$m) EY21  FY22 FY23 Property, plant and equipment written-off 00 06 0.0
Assets Tax expense 02 03 03
Property, plant and equipment 54.4 386 363 Changes in:
Intangible assets and goodwill 2.4 5.5 5.0 Inventories (0.5) (1.9) 0.5
Investment property 1.0 0.9 0.9 Trade and other receivables (2.0) (4.4) 0.1
Joint venture 0.0 0.0 0.0 Contract assets (0.2) (2.0) 1.4
Other investments 0.0 01 0.0 Trade and other payables 0.7 9.7 (1.6)
Other receivables 23 0.8 0.8 Contract liabilities (09) (25) 0.1
Non-current assets 602 458 42.9 Cash generated from operations 56 60 75
Asset held for sale 0.0 0.6 0.6 Tax paid (0.2) (0.2) (0.4)
Inventories 8.6 10.2 9.7 Net cash from operating activities 54 58 7.0
Contract assets 4.4 6.4 5.0
Trade and other receivables 19.7 218 216 Cash flows from investing activities
Other investments 1.0 1.0 08 Acquisition of subsidiary, net of cash acquired (0.3) (2.8) 0.0
Cash and cash equivalents 11.6 8.2 8.1 Interest received 00 00 0.0
Current assets 453 482 457 Investment in other investment (1.0) (0.1) 0.0
Investment in joint venture 0.0 0.0 (0.0)
Total assets 1055 94.1 88.6 Proceeds from other investments 0.0 00 0.2
Proceeds from disposal of property, plant and
Liabilities equipment 03 13 0.1
Loans and borrowings 48.4 32.0 28.4 Purchase of intangible assets (0.3) (0.2) (0.0)
Deferred tax liabilities 03 0.4 03 Purchase of property, plant and equipment (3.3) (2.6) (0.4)
Provision 0.6 0.1 0.1 Net cash used in investing activities (4.7) (4.5) (0.1)
Non-current liabilities 49.3 32.6 28.8
Loans and borrowings 11.0 10.0 9.3 Cash flows from financing activities
Contract liabilities 11.8 9.3 9.4 Dividend paid (0.4) (0.4) 0.0
Trade and other payables 193 261 245 Interest paid (1.1) (1.0) (1.2)
Current tax liabilities 0.2 0.5 0.6 Changes in bills payable 27 16 (13)
Current liabilities 423 459 43.8 Payment of lease liabilities (4.7) (3.3) (1.7)
Proceeds from borrowings 50 18 1.1
Total liabilities 91.6 785 72.6 Repayment of borrowings (1.4) (3.6) (3.9)
Net cash (used in)/from financing activities 0.1 (4.9) (7.0)
Equity Net (decrease)/increase in cash and cash equivalents 0.9 (3.5) (0.1)
Share capital 36.4 364 36.4 Cash and cash equivalents at beginning of year 10.7 11.6 8.2
Reserves (3.00 (3.0 (3.0) Effect of foreign exchange fluctuations on cash held 00 01 o1
Accumulated losses (19.2) (18.1) (17.5) Cash and cash equivalents at end of year 116 8.2 8.1
Equity attributable to owners of the
Company 14.2 15.3 15.9
Non-controlling interests (0.3) 0.3 0.1

Total equity 139 155 16.0
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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 has been prepared for the purpose of general circulation, we have not had regard to the specific investment
objectives, financial situation, tax position or unique needs and constraints of any individual person or any specific group of
persons and does not purport to be comprehensive or contain all necessary information which a prospective investor may
require in arriving at an investment decision. Any prospective purchaser should make his own investigation of the securities
and all information provided. Advice should be sought from a financial adviser regarding suitability, taking into account the
specific investment objectives, financial situation or particular needs of the person in receipt of the recommendation, before a
commitment to purchase is entered into.

This report does not constitute or form part of any offer or solicitation of any offer to buy or sell any securities. This report is
confidential and the information in this report shall not be copied or reproduced in part or in whole, and save for the recipient of
this report, shall not be disclosed 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.

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 contains forward-looking statement which are based on assumptions or forecasts and are subject to uncertainties
which may result in the actual result or performance to be materially different from the opinion or facts set out herein. Caution
should be exercised in placing undue reliance on such statements. such assumptions or forecasts may change 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.

No representation or warranty, expressed or implied, is made and no responsibility is accepted by the company, SAC Capital,
or any of their affiliates, advisers or representatives as to the fairness, accuracy, completeness or adequacy of such
information or facts, in this report or any other written or oral information made available to any interested party or its advisers
and any liability therefore is hereby expressly disclaimed.

SAC Capital and its associates, directors, and/or employees may have positions in the securities covered in the report and
may also perform or seek to perform other corporate finance and/or capital markets related services for the company whose
securities are covered in the report. SAC Capital and its related companies may from time to time perform advisory services or
solicit such advisory services from the entity mentioned in this report (“Other Services”). This report is therefore classified as a
non-independent report. However, the research professionals involved in the preparation of this report are independent of
those possible or actual business relationships as they have not and will not participate in the solicitation or provision of such
business.

As at the date of this report, SAC Capital does not have proprietary positions or interests in the subject company, except for:

Party Quantum of position

Nil Nil
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As at the date of this report, none of the analysts who covered the securities in this report have any proprietary position or
material interest in the subject companies covered here in, except for:

Analyst name Quantum of position

Nil Nil

ANALYST CERTIFICATION/REGULATION AC

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 corporation(s);
(i) 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
corporation(s) or securities referred to in this report; and

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