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EDUCATION

SEGi is one of the largest private tertiary
education providers in Malaysia by enrolment
with 23k students onboard as of end-FY10.
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Disappointing Quarter

SEGi’s 9MFY12 net profit of RM57.8m was below both consensus and our
forecasts, making up only 60.8% and 63.4% of both full-year estimates
respectively. The 3QFY12 numbers were weaker than we previously expected
owing to higher opex following its status upgrade as well as sub-par new
enrolments during the period. Downgrade to NEUTRAL, with our FV reverted to
RM2.09, pegged at a lower 16x FY13 PE on our revised forecasts.

A letdown quarter. SEGi's 9MFY12 revenue jumped up 11.8% y-0-y to RM232.3m
while core earnings were 5.9% higher at RM57.8m owing to an enlarged enrolment base
of 28k as of September 2012. Nonetheless, the numbers were below our estimates as
its students growth slowed down during the quarter. Meanwhile, its 3QFY12 revenue of
RM74.3m was 6.2% higher y-0-y but 7.4% lower g-0-q as a higher number of students
graduated during the quarter. Correspondingly, the company’s core earnings came in at
RM15.8m, shedding over 21.6% y-o-y and 13.8% qg-o0-q as profits plunged, dragged
down by higher opex. We attribute this to escalated personnel costs following its
upgrade to a full-fledged university in September.

Dividend the sole consolation. Despite the subpar quarterly performance, the
company still declared a first interim DPS of 5.0 sen. This implies a payout ratio of
61.5% YTD.

Slashing earnings projections. Given the poor set of results, we are revisiting our
model and slashing our net profit forecasts by 8.8% for FY12, 6.7% for FY13 and 3.5%
for FY14 by factoring in higher staffing costs as well as lower student growth over the
next three years. We now expect SEGi’s enrolment base to reach 29k by end-FY12, 32k
by end-FY13, and 34k by end-FY14 vis-a-vis our previous forecasts for 30k, 33k, and
35k respectively.

Downgrade to NEUTRAL. Since we initiated coverage on the stock in July 2011,
SEGi’s share price has yielded a decent return of over 20% to- date. Nonetheless, we
are taking a more cautious approach at this juncture in view of the dismal results, which
marks its first earnings disappointment since we initiated coverage. Hence, following our
earnings revision, we are pegging a lower FY13 PE of 16x (from 18x previously), with
our FV settling at RM2.09. Given the limited price upside, we are downgrading our call to
NEUTRAL.
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FYE Dec (RMm) FY10 FY11 Fy12f FY13f FY14f
Revenue 217.6 278.3 3155 360.4 397.7
Net Profit 43.1 72.3 83.1 97.8 110.3
% chg y-0-y 330.6 67.9 14.9 17.7 12.7
Consensus 95.1 115.8 124.7
EPS (sen) 5.8 9.7 11.1 13.1 14.7
DPS (sen) 1.2 12.0 5.0 6.4 8.0
Dividend yield (%) 0.6 6.0 2.5 3.2 4.0
ROE (%) 23.2 37.4 38.0 33.5 29.7
ROA (%) 17.9 26.1 27.6 27.7 25.1
PER (x) 34.8 20.7 18.0 15.3 13.6
BV/share (RM) 0.27 0.25 0.34 0.44 0.55
P/BV (x) 7.4 8.1 5.9 4.5 3.6
EV/EBITDA (X) 22.9 14.5 12.3 9.9 8.3
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Results Table (RMm)

FYE Dec (RMm)

Revenue

EBIT

Net interest
expense
Associates
PBT

Tax

Ml

Net profit

EPS (sen)
DPS (sen)
EBIT margin

NTA/Share
(RM)

3Q12

74.3

19.6
-0.1

0.0
19.5
-3.8
-0.1
15.8

21
4.8
26.4%

0.36

2Q12 Q-0-Qchg

80.2

24.9
-0.1

0.0
24.7
-4.7
0.0
20.1

2.7
0.0
31.0%

0.33

-7.4%

-21.3%
-29.9%

-21.2%
-17.8%
175.5%
-21.6%

YTD FY12

232.3

715
-0.4

0.0
71.2
-13.7
-0.3
57.8

7.7
4.8
30.8%

0.36

YTD FY11 Y-0-Ychg Comments

207.7 11.8% 9MFY12 numbers improved y-o-y but still fell below
our expectations due to escalated opex as well as
weaker-than-expected students growth

68.8 4.0%
-0.6 -37.8%
0.2 -100.0%
68.4 4.1%
-13.6 0.3%
0.2 -281.5%

54.6 5.9% 3QFY12 was a major letdown as net profit fell y-o-y
and g-0-q despite being in the seasonally stronger
2H12

7.3
12.0
33.1% Margins also shrank during the quarter owing to

higher personnel costs
0.25
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EARNINGS FORECASTS

FYE Dec (RMm) FY10 FY11l Fy12f FY13f FY14f
Turnover 217.6 278.3 315.5 360.4 397.7
EBITDA 62.6 97.8 115.2 135.9 153.6
PBT 54.3 88.2 104.1 122.5 138.1
Net Profit 43.1 72.3 83.1 97.8 110.3
EPS (sen) 5.8 9.7 111 13.1 14.7
DPS (sen) 1.2 12.0 5.0 6.4 8.0
Margin

EBITDA (%) 28.8 35.1 36.5 37.7 38.6
PBT (%) 25.0 31.7 33.0 34.0 34.7
Net Profit (%) 19.8 26.0 26.3 27.1 27.7
ROE (%) 23.2 37.4 38.0 33.5 29.7
ROA (%) 17.9 26.1 27.6 27.7 25.1
Balance Sheet

Fixed Assets 140.9 148.2 158.2 166.9 174.3
Current Assets 122.2 141.9 153.8 228.5 308.1
Total Assets 263.0 290.1 311.9 395.4 482.4
Current Liabilities 46.2 96.3 48.1 54.2 59.3
Net Current Assets 75.9 45.6 105.7 174.3 248.9
LT Liabilities 13.3 9.3 9.3 9.3 9.3
Shareholders Funds 202.6 183.8 253.6 330.7 412.5
Net Gearing (%) Net Cash NetCash NetCash NetCash Net Cash
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OSK Research Guide to Investment Ratings

: Share price may exceed 10% over the next 12 months

: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain
: Share price may fall within the range of +/- 10% over the next 12 months
: Target price has been attained. Look to accumulate at lower levels
: Share price may fall by more than 10% over the next 12 months
: Stock is not within regular research coverage

All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed will be
subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or financial
instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment decision-making
based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest and/or underwriting
commitments in the securities mentioned.

Distribution in Singapore

This research report produced by OSK Research Sdn Bhd is distributed in Singapore only to "Institutional Investors", "Expert Investors" or "Accredited
Investors" as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not an "Institutional Investor", "Expert Investor" or "Accredited
Investor", this research report is not intended for you and you should disregard this research report in its entirety. In respect of any matters arising from,
or in connection with, this research report, you are to contact our Singapore Office, DMG & Partners Securities Pte Ltd ('DMG").

All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from OSK Research.
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