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ON THE surface, BH Global Marine may
appear like an ordinary trader of marine
electrical equipment, but one look at its
computerised 80,000 sq ft of storage space
reveals an ambition to be a logistics and sup-
ply chain company.

Using Singapore as a global co-ordi-
nation centre, the procurement specialist
for marine electrical equipment and ma-
rine consumables serves customers that
include ship chandlers, ship owners, ship-
yard operators and ship repair contractors
that operate globally.

“In fact, we are like a 7-Eleven store for
shipping companies,” said Mr Alvin Lim,
executive chairman with the mainboard-
listed BH Global.

For the first half of its financial year
2006, the group’s net profit grew by 
50.2 per cent to $5.2 million, mainly due
to increased demands from its customers
such as Labroy Marine, which is benefiting
from the shipping plus oil and gas boom.

BH Global’s return on equity (ROE)
at 17 per cent for first half of this year com-
pares comfortably with well-known logis-
tics firms such as Sembawang Kimtrans
and recently de-listed SembCorp Logistics,
with ROEs at 23.2 per cent and 9.9 per
cent, respectively. 

Quick response times and value-added
services have helped keep the company’s
net profit margins relatively stable at around
20 per cent in the last 18 years that the busi-
ness has been operating, explained BH

Global’s managing director Vincent Lim.
On Friday, the company announced

that it had secured a contract worth 
$4.3 million for supplying marine cables
to Labroy Marine. This contract would not
have an impact on this year’s financial re-
sults, it added.

GROWTH DRIVERS
The growth of oil and gas exploration ac-
tivities globally will continue to benefit the
company in the next few years, as it also sup-
plies similar materials to oil rigs and off-
shore vessels, said Mr Lim.

In May this year, BH Global’s majori-
ty shareholder Beng Hui Electric Trading
divested 12.2 million shares in the com-
pany to a group of strategic investors led
by Emirates Capital. 

The Middle East Consortium, headed
by Mr Mubarak Ahmed Bin Fahad, a spe-
cial advisor to the son of the President of
United Arab Emirates (UAE), has taken a
4.4 per cent stake in the company. 

“Our new investors (led by Emirates
Capital) have significant contacts in the
sector and I believe they are the right peo-
ple to partner with in our bid to expand our
presence in the booming Middle Eastern
marine and offshore sector,” he said.

Growth will also be driven by its ex-
pansion newly acquired subsidiary York-
shire Marine & Offshore, whose customers
are mainly in China, as well as new dis-
tributorships for European marine elec-
trical equipment brands.

“We hope to achieve the $100-million
mark (for market capitalisation) by year’s
end,” Mr Lim said.

CONCERNS
The group’s profitability will continue to be
under pressure due to the rising cost of raw

materials on account of price increases in
petrochemical compounds and copper, said
Ms Chew Sok Chuang, an analyst at West-
comb Financial.

Price increases of such raw materials
are beyond the group’s control and hence
its competitive edge lies in its ability to
pass on part of the increases to its cus-
tomers and yet stay competitive.

The cash-intensive business works as
a double-edged sword — on the one hand,
capital is tied up in the form of goods at the
warehouse and on its way to customers. On
the other hand, this cash outlay and metic-
ulous cash-flow management prevents new
entrants into the business.

“We extend credit only to reputable
customers,” said Mr Lim.

Meanwhile, BH global’s financial po-
sition remains healthy, with a current ratio
of 4.3 times and no debt as of June 30,
2006. It currently has a net cash position
of about $3.5 million.

VALUATION
Logistics firm Sembawang Kimtrans is trad-
ing at approximately 17 times price-earn-
ings ratio (PE) while SembCorp Logistics
was acquired at 22.5 times FY05 earnings.

At 29.5 cents, BH Global Marine is
trading at prospective PEs of only 8.2x for
FY06 and 6.2x for FY07, below direct peers
servicing the marine/offshore/oil sectors
which command average prospective PE of
around 11x FY06 earnings and 9x FY07
earnings, noted Westcomb’s Ms Chew.

“We have pegged valuation of 13x earn-
ings for companies supporting the ma-
rine/offshore marine/oil and gas sectors. By
doing likewise for BH Global at 13x FY06-
FY07 earnings, our price target is 53 cents,”
she said in a research note.

The research firm also revised upwards
the company’s earnings to $10.1 million
in FY06 and $13.4 million in FY07, to take
into account the better than expected first-
half results.
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PRUDENTIAL Asset Management
Singapore (PAMS) recently won the “Most
Improved Retail Fund House in Singapore

for 2005” merit award by Asia Asset
Management magazine (January 2006) and
Gold award in the Reader’s Digest
Singapore Trusted Brand Awards 2006 for
the “Most Trusted Investment Fund
Company in Singapore” category (April
2006). PAMS’ newly appointed chief execu-
tive Suraj Mishra tells why it has launched
only 11 funds so far, compared to other
players who boast of many more funds.

GGiivveenn  tthhaatt  tthheerree  aarree  pplleennttyy  ooff  uunniitt  ttrruussttss
oouutt  tthheerree,,  hhooww  wwoouulldd  PPAAMMSS’’  ffuunnddss  uunnddeerr
yyoouurr  lleeaaddeerrsshhiipp  bbee  ddiiffffeerreenntt??
In 2002, Prudential Unit Trusts was a small,
growing fund house with assets under
management (AUM) of $129.9 million. 

I took over in growing the retail busi-
ness in 2004. Today, PAMS has emerged as
the fourth-largest fund house in Singapore,
with AUM of over $2.03 billion (as of 
July 31, 2006). 

To us, quality matters more than quanti-
ty. Many funds boast of performance, but I
think performance is just a by-product of
well-managed funds. What is key to us is
giving customers in each country what
they need, instead of bringing in all our
funds. 

Although PAMS enjoys direct access to
extensive global research and fund man-
agement capabilities of the Prudential
Group, all our funds have to go through a
rigorous selection process before they are
launched in the market. 

Prudential’s funds adopt a distinctive
value approach based on a long-term view
and the reluctance to follow fashion. 

SSoommee  uunniitt  ttrruussttss  hhaavvee  cclloosseedd  dduuee  ttoo  llaacckk  ooff
eeccoonnoommiieess  ooff  ssccaallee  iinn  tthhee  mmiiddsstt  ooff  ccaallllss  ffoorr
lloowweerr  eexxppeennssee  rraattiiooss??  WWhhaatt  iiss  yyoouurr  vviieeww
oonn  tthhiiss??
Singapore’s retail fund industry is indeed a
very competitive one. Fund size is a key
concern as small funds face relatively high
fixed overhead costs. Performance and
subscription of many funds in Singapore
have also been affected by the bear mar-
ket of the last few years. 

On 1 February 2006, the CPF Board tight-
ened its admission criteria of funds to be
included in the CPFIS. Expense ratios of
these new funds have to meet the median
expense ratios of existing CPFIS funds as
at end-2004. Although not required, PAMS
capped the expense ratios of its funds
included in the CPFIS at these medians, to

ensure maximum benefits for our investors.
Our annual management fees and sales
charges do not exceed 1.95 per cent and 
5 per cent, respectively. 

Ultimately, funds have to meet investors’
financial goals and perform well over the
medium to long term to keep them interest-
ed. 

WWhhaatt  sshhoouulldd  ssaavvvvyy  iinnvveessttoorrss  llooookk  oouutt  ffoorr
wwhheenn  iinnvveessttiinngg  iinn  uunniitt  ttrruussttss,,  eessppeecciiaallllyy
wwiitthh  tthheeiirr  CCPPFF  mmoonneeyy??
When investing in their retirement funds,
investors should remember that they are
investing in just that – their “retirement
funds”. All investments carry risks. 

As a general rule of thumb, investors
nearing retirement age, should not put the
majority of their money in risky assets. 

Investors with longer time horizon to
their retirement age are more able to ride
out market storms and enjoy the long-term
risk-adjusted returns of funds with higher
risks. 

Before investing, investors should be
clear about their financial goals, risk
appetite, investment time horizon and cur-
rent net worth. Always consult a qualified
financial adviser.
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A MATTER

OF QUALITY

SSEECCTTOORR::  Electric products/Miscellaneous

MMAARRKKEETT  CCAAPP:: $88.2 million

RREETTUURRNN  OONN  EEQQUUIITTYY:: 33.65%

OOPPEERRAATTIINNGG  MMAARRGGIINN:: 28.13%

PPRRIICCEE--EEAARRNNIINNGGSS  RRAATTIIOO::  10.71

PPRRIICCEE--TTOO--BBOOOOKK::  2.95

CCLLOOSSIINNGG  SSHHAARREE  PPRRIICCEE  
OONN  FFRRIIDDAAYY:: 31.5 cents

BH GLOBAL
SNAPSHOT

BH GLOBAL

OONN  TTHHEE  LLOOGGIISSTTIICCSS  RROOAADD::  BBHH  GGlloobbaall hhaass  
8800,,000000  ssqq  fftt  ooff  ccoommppuutteerriisseedd  ssttoorraaggee  ssppaaccee..  

BH Global looks at 
becoming a logistics and
supply chain company
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More than a marine electrical equipment seller


