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We are issuing a Not-Rated call on SEG with a FV of
RM1.16 with a PER of 26.9x (from RM0.99, previously).
SEG has been struggling the past two years as student
enrolment rates tumbled c.17.4%. During a recent meeting,
management guided us on its upcoming plans. However,
we remain cautious with our FY16E/17E forecasts as we
believe that improvements will not be seen immediately.
Improvements in 3Q16’s results.. 3Q16 revenue increased by
c.10% to RM71.0m, leading to a c.308% boost in its PBT to RM14.1m
(from RM3.5m in 2Q16), recording the strongest PBT level in the past
two years. This could be attributed to opening of new intakes, hence
the slight increase in its student base. No dividend was declared this
quarter which is in line with its historical trends.
...but, FY16 still a challenging year. 9M16 total revenue of
RM200.1m increased marginally by c.3% (vs 9M15 revenue of
RM193.8m) and despite recording a strong PBT in 3Q16, 9M16 PBT
of RM22.9m tumbled by 15.2% from 9M15’s PBT of RM27.0m due to
poor enrolment rates. Earlier this year, management had expected its
student base to increase from 23k to 26k. However, the results were
disappointing as growth rates in the number of local students remain
sluggish, possibly due to rise in living costs and competitions.
Nevertheless, the increase in enrolment of foreign students cushioned
the negative impact from the lack of enrolments from local students.
Gradually widening its international student base. With an aim to
increase the numbers of international students from 5k to 10k
(+100%) by FY17, SEG intends to recruit more agents worldwide
while also leveraging on its close ties with the Chinese embassy to
attract more students from China. While we see potential for
expansion in its international student base, we remain conservative
on the matter and adopt more conservative growth assumptions in
our forecasts. At the same time, SEG also intends to raise facility fees
on top of the additional administration fees to international students.
In the meantime, SEG is also in the midst of applying to enter the “Qs
World University Ranking” table. Should the plan materialise, it could
potentially polish its brand name and provide a competitive advantage
against its competitors. However, this undertaking could incur
additional expenses, dampening net earnings in the near term.
Going forward, we anticipate a stronger growth in enrolments of
international students but lower contributions from local students as
we believe that meaningful recovery would only be in sight with the
turnaround in market sentiment. For FY16E/FY17E, we project a
growth rate of c.-10%/+2.7% for local students and c.+11%/+20% for
international students and coupled with the expected c.5% rise in
facility fees imposed on international students, we foresee a
5.3%/12% jump in revenue, translating into a revenue of
RM266.7m/RM299.4m. Despite the heavier marketing expenses and
agent commission, we believe the company will be able to maintain
its EBIT margin at c.10.5% for both FY16E/FY17E. Hence, our CNP
estimates of RM27.0m/RM30.2m (YoY +13.1%/11.9%).
Not-Rated with a FV of RM1.16 based on a target PER of 26.9x over
FY17E EPS of 4.3 sen. We revise our ascribed PER from 22.0x (in
line with HELP privatization exercise Fwd. PER of 21.7x) to 26.9x as
we believe the previous valuation may be obsolete as the exercise
was performed several years ago. Our revised valuation is based on
the -1SD over its historical 5-year average Fwd. PER which we
believe is fair as we are cautious on the growth prospects of local
student’s intake following poor market conditions, though slightly
mitigated by the growth potential in the international student market.
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Comments: SEG’s is technically negative with the key SMAs in a
“Dead cross” and share price in a slow grind lower over the past
year. Nevertheless, the share price is showing some attempt to
level off in recent months (Sep-Dec) between RM1.09-RM1.13.
The momentum indicators have also begun a mild uptrend, which
signal that selling pressure is dissipating. Investors with a longer
term investment horizon may look to bargain hunt now, while
shorter term traders should wait for a more decisive buy-signal
before entering (eg. 20- and 50-day SMA crossing above the 100day SMA). Overhead resistance levels to look out for are RM1.20
(R1) and RM1.30 (R2) while downside support is pegged at
RM1.09 (S1) and RM1.00 (S2).

About the stock:
Name
Bursa Code
CAT Code

:
:
:

SEG International Bhd
SEG
9792

Key Support & Resistance level
RM1.30
Resistance
: RM1.20
RM1.00
Support
: RM1.09
Outlook
: Neutral

RM1.40
RM0.87

Source: Kenanga Research

MAIN PARTNER UNIVERSITIES

BUSINESS OVERVIEW

Established since 1977, SEGI has been focused on
ensuring that quality professional qualifications are
provided. It was officially qualified to be a full-fledged
university in 2012 and is positioned to design and
introduce its own programmes. With nearly 4 decades
of maturity, SEGI is poised for exponential and
sustainable growth.
BUSINESS SEGMENTS/ACTIVITIES
SEGI currently has 5 full-fledged campuses located in
Kota Damansara, Subang Jaya, Kuala Lumpur,
Penang and Sarawak.
The group offers programmes in various disciplines
such as business management and accountancy,
medical sciences, pharmacy, creative design and art,
computing and information technology, law and
engineering.
SEGI also collaborates with several top notch
international universities from UK, US and Australia to
offer more choices of courses which provides an
alternative channel for students to pursue a foreign
degree course locally.
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies.
Published and printed by:
KENANGA INVESTMENT BANK BERHAD (15678-H)
Level 12, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia
Telephone: (603) 2172 2626 Website: www.kenanga.com.my Email: research@kenanga.com.my
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