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Business Overview 

Leon Fuat Berhad (LEONFB), is in the business of trading and processing of steel 

products, specializing in rolled long and flat products and focus on carbon steel, 

of which majority are mild steel and complemented by stainless steel and alloy 

steel.  

The company’s business can be segmented into the following: 

 Trading of steel products; and  

 Processing/manufacturing steel products 

4Q20 results swung back to profit with higher revenue  

4Q20 revenue increased by 33.0% yoy from RM149.58 million to RM198.96 million, 

gross profit increased 164.8% yoy, from RM12.50 million to RM33.09 million and 

helped the Group swung back to net profit in 4Q20 with RM18.08m against loss of 

RM4.20m in same quarter last year. 

Higher revenue in 4Q20 is mainly due to higher tonnage sales in steel trading and 

higher tonnage sales and ASP for steel processing segment. Both segment posted 

higher GP, steel trading lower ASP was compensated with lower input cost while 

steel processing GP expanded with higher ASP and lower input cost. 

Outlook positive with potential re-rating catalysts 

We believe the Group is potentially poised for re-rating, driven by: 

1. Pent up demand and global economy recovery;  

2. Continuation of large scale infra projects by government to boost the 

domestic economy recovery; and 

3. Malaysia government’s revision of iron and steel policy which are expected to 

benefit local steel product across the value chain. 

We derived fair value of RM1.03 based on peer’s average P/E of 11.1x of our 

estimated EPS for FY21F. 

 

EARNINGS SUMMARY 

FY 31 Mar (RM m) FY19A FY20A FY21F FY22F FY23F 

Revenue 607.1  589.6 700.4  774.0  851.4 

EBITDA 41.1 61.8 67.0  76.1  85.8  

Core Net Profit 5.5 28.6 28.8 35.7 43.1 

Core EPS (sen) 1.8 9.2 9.3 11.5 13.9 

Core EPS Growth (%) -78.6 420.1 0.5 24.1 20.6 

Net DPS (Sen) - - - - -  

Core PE 34.1 6.6 9.5 7.6 6.3 

Dividend Yield (%) - - - - - 

Debt/Equity (%) 80.4 76.8 67.8 59.3 51.3 

P/B (x) 0.5 0.5 0.7 0.6 0.6 
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Business overview 

The company’s business segments illustrated as follows: 

 Business segment Descriptions 

   

 Mid-stream  

1. Trading of steel 

 

 

The Group is in the business of trading steel products, which focuses on carbon 
steel.  

Their portfolio of products mainly includes the following : 

a. Flat Steel Products  
- Carbon steel coils, sheets and plates; 
- Carbon steel welded tubes and pipes; 
- Carbon steel welded rectangular and square sections; 
- Stainless steel plates and sheets; 
- Stainless steel welded tubes and pipes; 
- Stainless steel welded rectangular and square sections; and 
- Alloy steel plates. 

b. Long Steel Products  
- Carbon steel bars (including round, square, flat and hexagon bars) 

and rods; 
- Carbon steel angles and channels; 
- Carbon steel shaft; 
- Carbon steel seamless tubes and pipes 
- Stainless steel bars (including round, square, flat and hexagon 

bars); 
- Stainless steel angles and channels; 
- Stainless steel shafts; 
- Stainless steel seamless tubes and pipes; and 
- Alloy steel bars (including round and hexagon bars). 

 

 Mid-stream  

2. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Processing of steel 

 

 

 

 

 

 

 

 

 

  

 

 

Under the processing segment, the Group produces expanded metal to service 
the needs of customers in different industry sectors and for various 
applications. 

The Group undertake processing activities on steel materials such as carbon, 
stainless, and alloy to produce flat and long steel products. 

The various types of processing activities are as follows: 

a. Cutting 
b. Levelling 
c. Shearing 
d. Profiling 
e. Bending 
f. Finishing 

 

In addition, as an effort to build a more resilient business, the Group had also 
embarked on a downstream production of welded steel pipes which commenced 
commercial operations at end of 2Q19. 

The production of welded steel pipes has gone through a full year’s operation in 
2020. 

 

 

 

 

 

 



  

Risk Factors to our fair value 

Some of the key risk factors to our fair value as follows: 

1. Fluctuation of prices and demand of steel products may impact profitability of the Group.  

2. Volatility in other commodities such as crude oil prices may adversely impact earnings. 

3. Significant fluctuation in exchange rate of foreign currencies against Ringgit Malaysia. 

 

Fig 1.Peers comparison 

 

Company Market cap Last Price 
P/E  

2020 
P/B 

 
     

1 AYS Ventures Bhd 157.9 0.415 -*  0.6 

2 Prestar Resources Bhd 248.4 1.280 11.2  0.8 

3 Choo Bee Metal Industries Bhd 213.1 1.630 10.9  0.4 

 

      
Average   11.1  0.6 

 

     

 
Leon Fuat Bhd 285.2 0.930 10.1  0.8 

Source: Bloomberg & Mercury Securities 

 

Note:  

* loss making, not applicable 
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DISCLAIMERS AND DISCLOSURES 

 

Disclaimers  

This report is prepared primarily for the use of Mercury Securities’ clients in Malaysia and not for publication purposes,  

should not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in 

part in any form or manner without the prior express written consent of Mercury Securities. Mercury Securities, 

companies and individuals related to it accept no liability whatsoever for the actions of third parties in this respect. 

This research report is prepared for general circulation and for information purposes only and under no circumstances 

should it be considered or intended as an offer to sell or a solicitation of an offer to buy the stocks or securities 

referred to in the report. Investors should note that the price, values or fundamentals of any securities may fluctuate 

over time. Past performance of any securities may not be an accurate guide to its future performance.  

This report is not intended to provide personal investment advice and does not take into account the investment 

objectives, financial situation and risk appetite of persons who may receive or read this report. Investors are advised 

to trade at their own absolute discretion, and to seek financial, legal and other pertinent professional advice 

regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in 

this report. 

Any information, views, opinions, recommendations and advice in this report are given in good faith but without any 

legal responsibility or liability to Mercury Securities and connected parties. Information contained in this report has 

been obtained from public sources believed to be reliable but such sources are not independently verified by Mercury 

Securities and consequently no representation is made as to the accuracy or completeness of this information and it 

should not be relied upon as such. The views, recommendations and opinions in this research report are our own as of 

the date hereof and are subject to change without prior notice. 

Mercury Securities expressly disclaims any obligation to update or revise any views, recommendations, forward looking 

statements and forecasts in a timely manner to reflect new information, events or circumstances after the date of 

this report publication or to reflect the occurrence of unanticipated events. Our views and recommendations are 

based on our own analysis of publicly available information. A subject company’s fundamentals and prospects are 

subject to various risks and uncertainties that could cause its actual performance to differ from our opinion. 

As such, Mercury Securities and its directors, officers, associates, connected parties and employees shall not be liable 

for any direct, indirect or consequential losses or damages that may arise from the use of or reliance on this research 

report.  

Disclosures  

Mercury Securities Sdn Bhd (113193-W) is a Participating Organisation of Bursa Malaysia Securities Berhad and a 

principal holding a Capital Markets Services Licence (“CMSL”) issued by the Securities Commission (“SC”) of Malaysia. 

Its research analysts hold a Capital Markets Services Representative’s Licence (“CMSRL”). Principals holding a CMSL 

and representatives holding a CMSRL are regulated by SC in accordance with the Capital Markets and Services Act 2007 

(“CMSA”). 

Mercury Securities, companies or individuals connected with it may have used research material before publication 

and may have positions in or may be materially interested in any stocks or securities in the markets mentioned. Some 

of the subject companies covered by Mercury Securities for research purposes may be a client of Mercury Securities in 

the past, current or may be a potential client in the future. Possible business dealings may include, but is not limited 

to share trading, market making, underwriting, corporate finance and corporate advisory services. 
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RECOMMENDATION RATING 
 

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without 

notice. Hence, the recommendation rating only applicable to stocks under the list. Stocks out of the coverage list will 

not carry recommendation rating as the analyst may not follow the stocks adequately.    

Mercury Securities has the following recommendation rating: 

 

BUY Stock’s total return is expected to be +10% or better over the next 12 months 
(including dividend yield)  

HOLD Stock’s total return is expected to be within +10% or -10% over the next 12 months 
(including dividend yield) 

SELL Stock’s total return is expected to be -10% or worse over the next 12 months 
(including dividend yield) 

 

 

 

 

 

Published and printed by: 

MERCURY SECURITIES SDN BHD (113193-W) 

L-7-2, No 2, Jalan Solaris, Solaris Mont' Kiara, 50480 Kuala Lumpur 

Telephone: (603) - 6203 7227 Website: www.mercurysecurities.com.my  

Email: mercurykl@mersec.com.my  

 

 

 


