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COMPANY RESULTS  HOLD 

(Downgraded) 

Share Price S$0.635 
Target Price S$0.66 
Upside +3.6% 
(Previous TP S$1.38) 

COMPANY DESCRIPTION 
Silverlake Axis Limited provides customised 
software solutions. The company provides 
digital economy software solutions and 
services to the banking, insurance, payment, 
retail and logistics industries.

STOCK DATA 
GICS sector Information Technology
Bloomberg ticker: SILV SP
Shares issued (m): 2,693.6
Market cap (S$m): 1,710.4
Market cap (US$m): 1,225.1
3-mth avg daily t'over (US$m): 3.6

Price Performance (%) 
52-week high/low S$1.23/S$0.635

1mth 3mth 6mth 1yr YTD
(39.2) (40.5) (41.2) (34.3

) 
(39.3)

Major Shareholders %
Intelligentsia Holding 67.6

FY15 NAV/Share (RM) 0.30

FY15 Net Cash/Share (RM) 0.15
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Silverlake Axis  (SILV SP) 
 

More Needed To Address Short Sell Report; Downgrade To HOLD 
It is rare that results matter so little. But in the case of SILV, investors are looking 
towards a strong rebuttal from management to address the allegations brought 
forward by Razor99 in a short report (dated 20 August). We think management could 
have done more, including a review of its complex corporate structure. Downgrade 
to HOLD with a DCF-based target price of S$0.66. Entry price: S$0.56. 

FY15 RESULTS  
Year to 30 Jun   yoy  
(RMm) FY15 FY14 % chg Remarks 
Turnover 516.0 500.7 3 Due to higher contribution from maintenance and 

enhancement services and insurance processing. 
Gross Profit 337.1 306.7 10 Nil 
Pre-tax Profit 306.8 274.1 12 Nil 
Tax 24.1 25.2 (4) Due to higher tax-exempt income in FY15. 
Profit after Tax 282.7 248.9 14 Nil 
Minority Interests 0.01 0.03 (70) Nil 
Net Profit 282.7 248.9 14 Nil 
EPS (RM sen) 12.59 11.09 14 Nil 
Gross margin (%) 65.3 61.2 4.1ppt Mainly due to the change in revenue mix, with a 

higher proportion of revenue recorded from higher 
margin maintenance and enhancement services. 

Net margin (%)  54.8 49.7 5.1ppt Nil 
Source: SAL, UOB Kay Hian 

RESULTS 

• Results were broadly in line. Silverlake Axis’ (SILV) FY15 full-year net profit accounted 
for 97.5% of our full-year estimates, while net adjusted profit accounted for 91.2%. The 
group reported FY15 net profit of RM282.7m on the back of a RM19.2m gain on dilution 
of interest in an associate (Global InfoTech) arising from an initial IPO.  

• The group remains in a net cash position of RM318.1m as of FY15 and has declared 
a fourth and final dividend of 1.2 S cents/share. This brings the total dividend declared in 
FY15 to 4.2 S cents/share (FY14: 4.5 S cents/share), implying a dividend yield of 6.3%. 
 
 
 

KEY FINANCIALS 
Year to 30 Jun (RMm) FY14 FY15 FY16F FY17F FY18F 
Net turnover  501 516 592 663 754
EBITDA  272 284 321 357 404
Operating profit  259 271 306 343 390
Net profit (rep./act.)  249 283 300 336 382
Net profit (adj.)  249 283 300 336 382
EPS (RM) 9.2 12.6 13.4 15.0 17.0
PE (x) 20.6 15.1 14.3 12.7 11.2
P/B (x) 8.3 6.7 6.4 5.8 5.3
EV/EBITDA (x) 17.7 16.9 15.0 13.5 11.9
Dividend yield (%) 5.7 6.4 6.3 7.1 8.0
Net margin (%) 49.7 54.8 50.8 50.7 50.7
Net debt/(cash) to equity (%) (56.1) (49.8) (51.3) (53.7) (56.1)
Interest cover (x) 640.2 n.a. n.a. n.a. n.a.
ROE (%) 41.3 45.0 46.0 48.1 49.5
Consensus net profit  - - 328 366 -
UOBKH/Consensus (x)  - - 0.92 0.92 -
Source: Silverlake Axis, Bloomberg, UOB Kay Hian 
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STOCK IMPACT 

• Rebuttal of the allegations. On 25 Aug 15, SILV announced the following:  
1)  The short seller report, which includes the allegations of related party transactions 

(RPT) abuse, are clearly baseless and without merit. SILV is seeking legal advice and 
will provide further updates in this regard, when appropriate. 

2)  SILV re-iterates that it has always operated its business in a transparent manner and 
is in full compliance with all applicable statutory and listing requirements relating to its 
business and operations, including any RPTs entered into with the Silverlake Private 
Entities. All RPTs are either subject to specific prior shareholders’ approval or 
undertaken on the terms of previously approved shareholders’ mandates obtained in 
accordance with the SGX-ST listing rules.  

3) Since listing, SILV’s accounting policies have strictly adhered to the Singapore 
Financial Reporting Standards up to and including the year ended 30 Jun 11 and 
subsequently to the International Financial Reporting Standards and has been subject 
to annual audits by reputable independent auditors, whose reports have been issued 
without any qualification. 

4) SILV highlighted that the RPTs involving the acquisition of Silverlake Adaptive 
Applications & Continuous Improvement Services Ltd (SAACIS), structured services 
business (SSB) and the QR Group, together with the Group’s other acquisitions, have 
all served to synergistically broaden and deepen SILV’s available suite of software 
and services, resulting in significant improvements to SILV’s overall financial 
performance and cash flow. 

5)  SILV will be engaging Deloitte Singapore to undertake an independent review of the 
allegations concerning the RPTs entered into between SILV and its private entities 
and the associated profit margins as referred to in the report and provide its findings 
in due course. 

• Speed bump ahead. Revenue growth from license and project services are likely to slow 
down mainly due to banks and financial institutions cutting back on capex spending. Cost 
efficiency remains a focal point, and instead of replacing core banking systems, financial 
institutions are likely to stick with minor project service upgrades. However, we note that 
the group’s maintenance and enhancement services, which make up more than 50% of 
revenue, are expected to grow about 20% in FY16. In addition, we approximate that 
SILV’s FY16 revenue is likely grow at 10-15% while net profit is likely to grow at single to 
low double-digits. 

• Other updates. a) SILV is still in discussions with RHB for a core banking project 
upgrade, with little visibility on the timeline, and b) SILV is likely to be a net beneficiary of 
the weakening Malaysian ringgit, with majority (65%) of revenue booked in USD and 
SGD, while 75% of operating costs are booked in MYR. 

EARNINGS REVISION/RISK 
• Reduce FY16 and FY17 earnings estimates by 9.8% and 15.8% respectively. We 

also introduce our FY18 earnings and project a 3-year net profit CAGR of 10.6% 
VALUATION/RECOMMENDATION 
• Downgrade to HOLD with a DCF-based target price of S$0.66. We reduced our 

second stage DCF growth assumptions from 7% to 3% to account for the group’s slower 
growing license and project service segments in the near to medium term. More 
importantly, we have increased market risk premium from 5% to 6% to factor in firm 
specific risk as a result of SILV’s complex corporate structure. 

• Valuations might seem attractive. However, we think management needs to propose 
more measures to address investor concerns other than an independent review of the 
RPTs. We see a need for SILV to streamline its complex corporate structure to improve 
transparency and its corporate governance. Also, we think investors could benefit more 
from more engagement with its major shareholder to address the concerns. 

SHARE PRICE CATALYST 
• Recovery in investor sentiments, strong earnings growth, new order wins, accretive 

M&As. 

 EARNINGS REVISION 
FY EPS yoy 
  (RM sen) % chg 
2015F 13.4 6.3 
2016F 15.0 11.8 
2017F 17.0 13.7 

Source: UOB Kay Hian 
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PROFIT & LOSS       

 

BALANCE SHEET     
Year to 30 Jun (RMm) 2015 2016F 2017F 2018F Year to 30 Jun (RMm) 2015 2016F 2017F 2018F 
Net turnover 516.0 591.9 663.4 753.9 Fixed assets 12.9 12.1 11.4 10.7 
EBITDA 284.3 320.8 357.1 404.3 Other LT assets 288.9 295.4 307.3 321.8 
Deprec. & amort. 13.2 14.3 14.2 14.3 Cash/ST investment 320.5 344.0 395.8 457.7 
EBIT 271.2 306.5 343.0 390.1 Other current assets 156.7 169.3 181.1 196.1 
Total other non-operating income 28.7 9.5 9.5 9.5 Total assets 779.0 820.7 895.5 986.4 
Associate contributions 5.5 7.2 9.3 12.1 ST debt 0.8 0.8 0.8 0.8 
Net interest income/(expense) 1.5 3.2 3.2 3.2 Other current liabilities 117.3 131.7 140.7 151.7 
Pre-tax profit 306.8 326.4 365.0 414.9 LT debt 1.6 1.6 1.6 1.6 
Tax (24.2) (25.7) (28.7) (32.7) Other LT liabilities 15.5 15.5 15.5 15.5 
Minorities (0.0) (0.2) (0.2) (0.3) Shareholders' equity 639.3 666.4 732.0 811.5 
Net profit 282.7 300.5 336.0 381.9 Minority interest 0.1 0.3 0.5 0.7 
Net profit (adj.) 282.7 300.5 336.0 381.9 Total liabilities & equity 779.0 820.7 895.5 986.4 
         
CASH FLOW    KEY METRICS   
Year to 30 Jun (RMm) 2015 2016F 2017F 2018F Year to 30 Jun (%) 2015 2016F 2017F 2018F 
Operating 305.5 306.3 334.9 377.1 Profitability     
Pre-tax profit 306.8 326.4 365.0 414.9 EBITDA margin 55.1 54.2 53.8 53.6 
Tax (25.7) (25.7) (28.7) (32.7) Pre-tax margin 59.5 55.1 55.0 55.0 
Deprec. & amort. 13.2 14.3 14.2 14.3 Net margin 54.8 50.8 50.7 50.7 
Associates (5.5) (7.2) (9.3) (12.1) ROA 36.6 37.6 39.2 40.6 
Working capital changes 29.1 1.9 (2.9) (3.9) ROE 45.0 46.0 48.1 49.5 
Non-cash items 11.0 0.0 0.0 0.0           
Other operating cashflows (23.4) (3.3) (3.3) (3.3) Growth         
Investing 69.5 (9.5) (12.7) (12.7) Turnover 3.1 14.7 12.1 13.6 
Capex (growth) (46.9) (2.8) (1.0) (1.0) EBITDA 4.4 12.8 11.3 13.2 
Capex (maintenance) 0.0 (10.0) (15.0) (15.0) Pre-tax profit 11.9 6.4 11.8 13.7 
Investments 115.5 0.0 0.0 0.0 Net profit 13.6 6.3 11.8 13.7 
Proceeds from sale of assets 0.6 0.0 0.0 0.0 Net profit (adj.) 13.6 6.3 11.8 13.7 
Others 0.2 3.3 3.3 3.3 EPS 36.2 6.3 11.8 13.7 
Financing (295.2) (273.4) (270.4) (302.4)           
Dividend payments (285.8) (273.4) (270.4) (302.4) Leverage         
Issue of shares 0.0 0.0 0.0 0.0 Debt to total capital 0.4 0.4 0.3 0.3 
Proceeds from borrowings (0.3) 0.0 0.0 0.0 Debt to equity 0.4 0.4 0.3 0.3 
Others/interest paid (9.2) 0.0 0.0 0.0 Net debt/(cash) to equity (49.8) (51.3) (53.7) (56.1) 
Net cash inflow (outflow) 79.7 23.5 51.8 62.0 Interest cover (x) n.a. n.a. n.a. n.a. 
Beginning cash & cash equivalent 225.9 320.5 344.0 395.8      
Changes due to forex impact 15.0 0.0 0.0 0.0      
Ending cash & cash equivalent 320.5 344.0 395.8 457.7      

3



  

Wednesday ,  26  Augus t  2015

39 Refer to last page for important disclosures. 

R e g i o n a l  M o r n i n g  N o t e s  

 

Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, 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. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked 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. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Securities, which is regulated by Financial Services Authority 
of Indonesia (OJK). Where the report is distributed in Indonesia and contains research analyses or reports from a foreign 
research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant foreign 
research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 

 
 
Copyright 2015, UOB Kay Hian Pte Ltd. All rights reserved.  
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