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DESTINI BHD 
Huge loss in 4QFY19 due to impairment and higher costs 
Strictly for internal circulation and not for publication 

 

Destini reported a huge net loss of RM237.3m in 4QFY19 

Destini reported a huge net loss of RM237.3m in 4QFY19 (versus net profits of RM1.6m 

in 4QFY18 and RM0.7m in 3QFY19) attributable to: (1) lower revenue from the aviation 

and MRO sectors as well as lack of orders in marine manufacturing; (2) escalation in 

costs of manufacturing services due to extension of project delivery; (3) higher interest 

expense due to impending decision on the continuity of the MD530G helicopter project; 

(4) provisions; and (5) impairment of assets and goodwill amounting to RM145.2m. 
 

Excluding exceptional items, FY19 core net loss amounted to RM89.7m 

Excluding exceptional items (including the goodwill and asset impairment), Destini 

recorded a core net loss of RM92.7m in 4QFY19 and RM89.7m in FY19. After the group 

reported a ore net profit of RM2.4m in 9MFY19, we had expected RM5.2m for the whole 

financial year. No dividend has been declared (FY18: nil).  
 

Some bright spots  

While the operating performance in FY18 and especially FY19 are disappointing, there 

are some positive developments ahead. The Malaysian government had on January 15 

this year given approval for Destini to continue executing the remaining contract 

obligations with the MD530G program and all six helicopters are scheduled to be 

delivered this year. Increase in oil & gas activities also bode well for the marine 

services as well as tubular running and decommissioning businesses. The group is also 

venturing into port operations in Kalimantan, Indonesia. Eighty million of the 231.05m 

new private placement shares have been issued and further placements will help to 

further reduce borrowings and boost working capital of the group.  
 

 

 

EARNINGS SUMMARY 

FYE Dec (RM m) 2017A 2018A 2019A 2020F 2021F 

Revenue 685.6  401.1  297.2  380.0  400.0  

EBITDA 45.5  16.8  (241.1) 38.3  44.3  

Core Net Profit 32.0  2.5  (89.7) 17.7  22.2  

Core EPS (sen) 2.7  0.2  (20.4) 1.3  1.6  

Core EPS growth (7.0) (94.1) >(100.0) 106.3  25.3  

Net DPS (sen) 0.0  0.0  0.0  0.0  1.0  

Core PE (x) 6.8  115.1  (0.9) 14.1  11.2  

Dividend yield (%) 0.0  0.0  0.0  0.0  5.6  

ROE (%) 6.3  0.5  (32.5) 5.2  6.4  

EV/EBITDA (x) 7.4  17.0  (1.2) 9.2  8.0  

P/Book Value (x) 0.7  0.7  1.3  1.1  1.1  
Source: Company, Mercury Securities 

Company Description 

Destini is an integrated engineering 

solutions provider with diverse 

interest in aviation, marine, land 

transport and O&G. 

 

Stock Return Information 

KLCI 1,482.6 

Expected Share Return (%) 22.2 

Dividend Yield (%) 5.6 

Total Return (%) 22.2 

  

Share Information  

Bloomberg Code DSTN MK 

Stock Code DESTINI 

Listing MAIN 

Issued Shares (m) 1,235.2 

Market Cap (RM m) 222.3 

Par Value N.A 

52W High/Low 0.36/0.17 

Estimated Free Float (%) 20.8 

Beta (X) 2.0 

3-month Average Vol. (m) 3.8 

  

Top 3 Shareholders (%)  

Aroma Teraju 16.3 

Destination Marine Services 8.7 

Utarasama Marine SFR S/B 7.8 

 
 

Price Performance  

 1M 3M 12M 

Absolute (%) -2.7 -14.3 -18.2 

Relative to 
Index (%) 

0.2 8.9 8.3 

MERCURY SECURITIES SDN BHD 

(A participating organization of 

Bursa Malaysia Securities Berhad) 

Trading/Services 

BUY  

Price: RM0.18 

Target Price: RM0.22 
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Fig 1: Quarterly and Ytd group results comparison 

FYE 31 Dec

(RM m)

4QFY19 4QFY18 4QFY19 3QFY19 12MFY19 12MFY18

Revenue 76.7 102.8 76.7 90.9 297.2 401.1

Cost of sale (136.5) (50.5) (136.5) (59.0) (279.5) (288.1)

Gross profit (59.8) 52.3 (59.8) 32.0 17.6 113.0

Other income 2.5 4.7 2.5 1.6 4.7 6.2

Admin expenses (17.5) (43.6) (17.5) (28.8) (83.7) (91.2)

Depreciation (3.3) (3.1) (3.3) (3.4) (12.2) (12.0)

Profit from operations (78.1) 10.3 (78.1) 1.3 (73.5) 16.0

Finance cost (15.9) (0.3) (15.9) (0.6) (17.3) (5.3)

Impairment of goodwill & assets (145.2) 0.0 (145.2) 0.0 (145.2) 0.0

Share of results of associates/JV 0.0 (0.1) 0.0 0.0 0.0 (0.5)

Profit before tax (239.2) 9.8 (239.2) 0.7 (236.0) 10.2

Taxation 0.5 (7.7) 0.5 0.2 (0.1) (7.9)

Profit aftrer tax (238.7) 2.2 (238.7) 1.0 (236.1) 2.3

Minority interests 1.4 (0.6) 1.4 (0.3) 0.7 (0.5)

Net profit (237.3) 1.6 (237.3) 0.7 (235.4) 1.8

EPS (sen) (20.5) 0.1 (20.5) 0.1 0.0 0.2

Exceptional items (145.2) 0.8 (145.2) 0.0 (145.7) (0.8)

Core net profit (92.1) 0.8 (92.1) 0.7 (89.7) 2.6

Individual Quarters

Y-o-Y Q-o-Q

Cumulative Quarters

Source: Company, Mercury Securities 
 

Cutting FY20F core net profit forecast and introducing FY21F estimates 

We have trimmed our FY20F core net profit forecast by 10.2% from RM19.7m to RM17.7m 

after cutting revenue assumption from RM410.0m to RM380.0m. The group is not expected 

to pay any dividend in FY20F. We are also introducing our FY21F core net profit estimate 

based on a higher revenue of RM400.0m and improved margin assumptions.  
 

Share price has fallen to RM0.18, maintain BUY with a lower TP of RM0.22  

Pegging an unchanged PE target of 17.1x on our revised FY20F EPS forecast of 1.3 sen (1.4 

sen previously) based on the enlarged issued share capital of 1,386.3m shares after the 

private placement, target price for Destini is set at RM0.22 (RM0.25 previously). Destini’s 

share price has fallen further to RM0.18 and at current level we maintain our BUY call. 

Based on the enlarged issued share capital of 1,180.2m shares as at end-4QFY19, NAV per 

share and NTA per share stood at RM0.23 and RM0.14 respectively. As Destini is still 

largely dependent on government contracts, further clarity in the domestic political 

landscape will have positive impact on its profit prospects. A key risk is the expanding 

coronavirus contagion which if prolonged and worsened, will further impact economic 

growth prospects and government budgetary allocations. 
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DISCLAIMERS AND DISCLOSURES 

Disclaimers  

This report has been prepared by Mercury Securities Sdn Bhd (“Mercury Securities”) as part of the Mid and Small Cap Research 

Scheme ("MidS") administered by Bursa Malaysia Berhad (“Bursa Malaysia”) and has been compensated to undertake this scheme. 

Mercury Securities Sdn Bhd has produced this report independent of any undue influence from Bursa Malaysia or the subject 

company. For more information about MidS and other research reports, please visit Bursa Malaysia’s MidS link at: 

www.bursamids.com. 

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

notwithstanding its public dissemination via MidS, Bursa Market Place and external financial information providers such as 

Bloomberg LP. This report 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) 

 

 

 

This report is written 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                                                 

This report is accessible at www.bursamids.com                                                                                            
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