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IPO Price : RM 0.25 

Fair Value (FV) : RM 0.29 

FV Upside : 15% 

   

LISTING DETAILS 

Issuer Manager : M&A Securities 
Sdn Bhd  

New Shares (m) : 97.7 

Fund Raised (RM m) : 24.4 

Shares on Offer (m) : 6.8 

Listing : 8th Nov’19 

   
POST LISTING 

Ordinary Share (m) : 415.7 

Mkt Cap (RM m) : 103.9 

Est Free Float : 25.0% 

P/E : 13.4 

P/B : 1.8 

   
MAJOR SHAREHOLDERS 

Lim Kok Eng : 56.0% 

Kwan Chian Poh : 14.0% 
	

	

	

	

	

	

	

SUBSCRIBE 

BACKGROUND  

Spring Art Holdings Bhd (Spring Art) is primarily a ready-to-assemble (RTA) 
furniture products designer and manufacturer where it undertakes the design, 
development, manufacturing, marketing and sales of office, bedroom furniture, 
living room furniture as well as other types of furniture. 
 
Spring Art supplies its RTA furniture products to distributors, furniture 
showroom retailers, home furnishing chain store and e-commerce companies in 
35 countries such as India, Japan, UAE, Saudi Arabia, Canada and Bahrain. All 
company’s revenue were from overseas market. 
 
VALUATION/RECOMMENDATION 

We like Spring Art for its proven track record, a pure play RTA furniture 
manufacturer and strong design and development team to produce good and 
affordable products.  
 
Given the prospect of increasing global consumption of furniture, we believe the 
company is poised to benefit from the rising demand for Malaysian furniture 
products globally with the new manufacturing facility. 
 
We have a subscribe recommendation with a target price of RM0.29 derived 
based on 12.0x PE of our estimated EPS of 2.4 sen for FY20E. The target price 
represents a potential return of 15.0% over the IPO price. 
 
EARNINGS SUMMARY 

FY 31 Dec (RM m) 2018 2019 2020 2021 2022 

Revenue 50.4 54.9 63.1 72.6 83.5 

EBITDA 12.2 12.7 15.1 17.9 21.0 

Core Net Profit 7.7 9.4 10.1 12.2 14.6 

Core EPS (sen) 1.9 2.3 2.4 2.9 3.5 

Core EPS Growth (%) -1.7 22.0 6.9 20.7 19.7 

Net DPS (Sen) 0.0 0.0 0.0 0.0 0.0 

Core PE 13.4 11.0 10.3 8.5 7.1 

Dividend Yield (%) - - - - - 

Debt/Equity (%) 0.2 0.2 0.1 0.1 0.1 

ROA (%) 15.4 12.7 12.0 12.8 13.4 

ROE (%) 21.4 13.8 12.9 13.4 13.9 

NTA per share (sen) 8.7 16.4 18.9 21.8 25.3 

Price to NTA (x) 2.9 1.5 1.3 1.1 1.0 

 Prepared by: 

Denny Oh 
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DETAILS OF IPO 

IPO at an issue price of RM0.25 per IPO Share comprise of a total of 124.7m shares, representing 30.0% of the 
enlarged issued and paid-up share capital of Spring Art. 
 

Fig 1: Details of IPO: 

    Offer for 
sale (m) 

Public issue 
(m) 

Total 
(m) (%) 

      
 Retail Offering:     

(i) Malaysian Public (via balloting) - 20.8 20.8 5.0% 

(ii) eligible Persons (Directors, employees, and others who have 
contributed to the success of the Group) - 4.2 4.2 1.0% 

(iii) private placement to selected investors 27.0 31.2 58.2 14.0% 

(iv) private placement to Bumiputera investors approved by the MITI - 41.6 41.6 10.0% 

      
  Total 27.0 97.7 124.7 30.0% 

Source: Company 
 
 
GROUP OVERVIEW 
   
Spring Art history can traced back to 1996, started with trading and distributing RTA computer desks, subsequently in 
1997, commenced design, develop and manufacture of RTA computer desks and make forays into export market by 
secured orders from customers in Middle East. 

The group’s revenue derived from overseas, in FY18, main markets are India (FY18: 34.8%), UAE (FY18: 27.0%), 
Saudi Arabia (FY18: 16.0%) and Bahrain (FY18: 7.4%), collectively 85.2% of total revenue for FY18.  

 

Fig 2: The Group Structure  

 

 
 

Source: Company 

Spring Art Holdings 

Spring Art 

100% 
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Fig 3: Key Board of Directors 

 Name Position  

1. Lim Kok Eng Managing Director 

 Aged 53. In charge of overall operations at Spring Art. Graduated with a Bachelor of Business 
Administration from Fu Jen Catholic University, Taipei, Taiwan in 1989. Has more than 20 years of 
experience in the furniture industry, having dealt with design and development, manufacturing, and 
marketing & sales of furniture products. Previously worked as an Export Sales Coordinator, selling personal 
computers and computer desks. Spouse to Kwan Chian Poh. 

2. Kwan Chian Poh Executive Director 

 Aged 51. In charge of purchasing, design, development and quality control functions. Completed her pre-
university certification (STPM) in Institute Maharani, Muar in 1988. Has more than 20 years of experience in 
the furniture industry encompassing, design and development, manufacturing, and marketing & sales of 
furniture products. Holds experience in customer support, Accounting as an accounts clerk, and as a sole 
proprietor selling computers and computer parts. Spouse to Lim Kok Eng. 

Source: Company 
 

BUSINESS OVERVIEW 

The Group’s principally involved in the manufacturing of ready-to-assemble (RTA) furniture products. The Group 
undertakes the design and development, manufacturing as well as marketing and sales of office furniture, bedroom 
furniture, living room furniture together with other types of furniture. 

 

Group’s business activities 

The overview of the Group’s business activities is depicted as follows: 

Fig 4: Group’s Business Activities 

 

Source: Company 
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Group’s products 

The Group’s RTA furniture products depicted as follows: 

Fig 5: Group’s RTA furniture products 

Product category  description 

Office furniture : Furniture for office use such as office workstations, filing cabinets and pedestals 

Bedroom furniture : Furniture for bedroom use such as beds, night stands, wardrobes, dressing tables, 
dressing stools and study desks 

Living room furniture : Furniture for living room use such as computer desks, television consoles, 
sideboards, shoe cabinets, bookshelves and drawer chests 

Other furniture : Customised complementary furniture products manufactured as and when ordered by 
customers, such as dining tables and kitchen cabinets 

Source: Company 
 

The Group’s RTA furniture products are made of particle boards and MDF boards. The production of its RTA 
furniture is via automation manufacturing process and since assembly is not required therefore RTA furniture is 
produced with less labour than conventional furniture manufacturing process. 

 

Some of the examples of Group’s RTA furniture products depicted as follows: 

Fig 6: Examples of some Group’s RTA furniture 

Product 
category 

 examples 

Office 
furniture 

: 
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Bedroom 
furniture 

: 

 

Living room 
furniture 

: 

 

Other furniture : Shoe cabinet 

 

Study table 

 

Source: Company 
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Principal market of Group’s product 

The Group’s sales for the past 4 financial years, FY15 to FY18 were all derived from overseas markets as follows: 

Fig 7: Group’s Revenue Segmentation  

 

 

Source: Company 
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Group’s operating capacities and output 

The annual capacity of the group for the past 4 financial years, FY15-FY18 is depicted as follows: 

Fig 8: Examples of F&B outlets under different concepts 

 

Source: Company 
 

The group intend to set up new manufacturing factory to expand its manufacturing capacity however the new 
manufacturing factory expected to commence operation in July 2022.  

The Group appointed Bright Showcase Sdn Bhd, a subcontractor to undertake the manufacturing as interim measure 
to supplement its current production volume to fulfil sales orders from existing and potential customers. 

The purchase order that has been sub-contracted as follows: 

Fig 9: Purchase Order sub-contracted to external contract manufacturer 

 
Source: Company 
 
The manufacturing arrangement is expected to increase the capacity of the group by 49,158 units per annum; 
combined volume is expected to increase to 386,174 units per annum while the profit margin is expected to be similar 
and overall gross profit margin for the Group is expected to be maintained. 
 
Marketing and Sales 
 
Spring Art undertakes marketing and sales activities for all of its RTA furniture products. The group's marketing 
process entails the development and implementation of branding strategies as well as marketing and promotional 
activities. In order to strengthen its global presence, Spring Art markets its furniture products to distributors, furniture 
showroom retailers, home furnishing chain stores and e-commerce companies in foreign markets who generally resell 
Spring Art’s products to consumers through their respective retail networks. 
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OUTLOOKTS AND PROSPECTS 
 
According to IMR, Global consumption of furniture increase from USD340.2b in 2010 to USD453.0b in 2018 at a 
CAGR of 2.9%. The global furniture market is expected to further grow on the back on an increasing population, 
growing urbanisation, rising disposable incomes and growing real estate industry globally. 
 
Fig 10: Global furniture consumption 
 

 

Source: CSIL, United Nations Commodity Trade Statistics Database, PROVIDENCE 
 
 
FUTURE PLANS AND STRATEGIES 
 
Spring Art intends to maintain its growth via following business strategies: 

1. To set up a new manufacturing factory (Factory C) to expand its current manufacturing capacity 

On 6 Feb 2018, Spring Art completed a sale and purchase agreement for the acquisition of a parcel of land, 
namely Land 3 which is located in close proximity to the group's existing factories. 

 Spring Art plans to construct a new factory, namely Factory C, with a total estimated factory built-up area of 
approximately 103,926 sq ft to undertake the manufacturing of office furniture, bedroom furniture, living room 
furniture and other furniture for export to North America and Europe and for its existing customers.  

Factory C shall also include a 2-storey office and a 2-storey hostel. The construction cost of Factory C is 
estimated at RM7.0m of which RM5.8m will be funded via bank borrowings (an indicative loan offer letter for 
RM5.8m has been received) and the remaining RM1.2m funded via internally generated funds. 

Furthermore, Spring Art has allocated RM17.6m (71.9%) from the proceeds of the IPO to acquire new 
machinery that includes 2 units of CNC panel saw machines, 6 units of edge banding machines and 9 units of 
CNC woodworking machines for setup of two additional production lines in Factory C (six production lines at 
this juncture). As at 17 Sept 2019, Spring Art's total annual production capacity is 337,016 units. Factory C is 
expected to increase Spring Art’s annual capacity to reach a combined manufacturing capacity of approximately 
674,000 units per annum.  

While Spring Art plans to set up a new manufacturing factory to support its existing business and to expand its 
current manufacturing capacity, the group only expects to commence operations in the new manufacturing 
factory in July 2022. 
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2. Increase sales to North America and European markets 

The Group aim to further increase its presence in North America and European markets by attend trade fairs and 
increase the awareness of its products in these regions. 

3. Expansion of product range 

The Group plans to continue improve its product offering and remain competitive in the furniture and target to 
expand its product range by releasing four new collections annually. 

 
UTILISATION OF PROCEEDS 
 
The total gross proceeds from the IPO of RM24.0m will be utilised in the following manner: 
 
Fig 11: Details of utilisation of proceed 

No. Details of utilisation of proceeds Estimated timeframe  RM’m % 

1. Machinery for Factory C Within 24 months 17.6 71.9 

2. General working capital Within 24 months 3.7 15.0 

3. Listing expenses 1 month 3.2 13.1 

 Total gross proceeds  24.4 100.0  
Source: Company 

 
The bulk of IPO proceed is allocated for the purposes of production expansion which expected to contribute 
positively to the Group. 
 
Fig 12: Details of Machinery for Factory C 

No. items units 
Total  estimated cost 

RM m 
    

1 CNC panel saw machines 2 2.2 

2 Edge banding machines 6 7.0 

3 CNC woodworking machines 9 8.4 

 total  17.6 
    

Source: Company 
 
Factory C is expected to increase its annual capacity to reach a combined manufacturing capacity of approximately 
674,000 units per annum. 
 
 
DIVIDEND POLICY 
 
Spring Art doesn’t have a formal dividend policy however it’s the board intention to pay dividends to shareholders in 
the future subject to a number of factors, amongst others, groups’ financial performance, capital expenditure 
requirement and general financial conditions. 
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RISK FACTORS 
 
Some of the major risks relating to Spring Art highlighted as follows: 
 
1. Highly competitive industries  
2. Customer/region concentration risk; 
3. Dependent on foreign workers in manufacturing plants 
4. Volatility in prices of raw materials 
 
 
VALUATION/RECOMMENDATION 
 
At IPO price of RM0.25 per Share, Spring Art is valued at 13.4x core PE based on FY18 core EPS of 1.86 cents, and 
representing P/B of 1.8x based on pro-forma consolidated NA per share upon listing.  
 
We have a subscribe recommendation with a target price of RM0.29 derived based on 12.0x PE of our estimated 
FY20E EPS of 2.4 sen. The target price represents a potential return of 15.0% over the IPO price.   
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Key Financial & Ratio 
 

FY 31 Dec (RM m) 2018 2019 2020 2021 2022 

Cash, Cash Equivalents & STI (RM m) 3.7  6.5  9.5  13.2  17.5  

Net Debt/(Net Cash)(RM m) 3.1  5.2  2.1  -1.7  -6.3  

Shareholder equity (RM m) 36.1  68.3  78.4  90.5  105.1  

enterprise value (RM m) 107.0 109.2 106.1 102.2 97.6 

No. of shares 415.7 415.7 415.7 415.7 415.7 

Cash per share (sen) 0.9 1.6 2.3 3.2 4.2 

Total debt / Equity (%) 0.19 0.17 0.15 0.13 0.11 

Net Debt (Net Cash)/equity 0.09 0.08 0.03 -0.02 -0.06 

NTA per share (RM) 0.09 0.16 0.19 0.22 0.25 

Price / NTA (x) 2.88 1.52 1.33 1.15 0.99 

      
Revenue (RM m) 50.4  54.9  63.1  72.6  83.5  

EBITDA (RM m) 12.2 12.7 15.1 17.9 21.0 

EBIT (RM m) 10.2 11.2 13.6 16.3 19.5 

Profit before tax (RM m) 9.9  10.9  13.3  16.0  19.2  

Net profit (RM m)  7.7 9.4 10.1 12.2 14.6 

Core Net profit (RM m) 7.7  9.4  10.1  12.2  14.6  

      
EBITDA margin (%) 24% 23% 24% 25% 25% 

EBIT Margin (%) 20% 20% 22% 22% 23% 

Pre-tax margin (%) 20% 20% 21% 22% 23% 

Net profit margin (%) 15% 17% 16% 17% 17% 

Times interest earned (x) 24.46 29.85 31.91 38.51 46.11 

Earnings per share (sen) 1.86 2.27 2.43 2.93 3.51 
 
Source: Company and Mercury Securities 
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   DISCLAIMER 

	
All information, views and advice are given in good faith but without legal responsibility.  Mercury 
Securities Sdn. Bhd. or 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 in the markets 
mentioned. 
 
For any enquiries, please contact us: 
 

L-7-2, 
No.2, Jalan Solaris, 
Solaris Mont Kiara, 

50480, Kuala Lumpur 
Tel: 603-6203 7227 

Email: mercurykl@mersec.com.my 
 
	

The stock’s total return is expected to be +10% or better over the next 
12 months. 

 
The stock’s total return is expected to be within +/-10% over the next 
12 months. 

The stock’s total return is expected to be -10% or worse over the next 
12 months. 

Subscribe 

Neutral 

Do Not Subscribe 
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