
Products – Pipes & Fittings

Applications
� Oil & Gas
� Offshore/ 

Marine 
Engineering



Products – Structural Steel

Strong steel rolled into shapes

� “Long” products: steel bars,           
H-beams, angle bars, hollow bars  

� “Flat” products: steel plates,    
sheet piles

� Include high-tensile steel products

� Used in both construction and 
shipbuilding activities



Products – Structural Steel

Applications
� Building of ships, oil rigs, fixed platforms, petro-

chem complexes , bridges, buildings, underground 
tunnels, MRT, other infrastructure works



Solid, Diversified Customer Base –
Singapore’s Growth Sectors 

Oil & Gas / Marine Construction & Misc.



Industry – Steel Hardware Supply Chain 

Steel Mill #1 
in Country #1 

Steel Mill #2 
in Country #2

Steel  Mill #3 
in Country #3

Steel Mill #X in 
Country #X

Customer #1 
in oil & gas / 
petrochem

Customer #2 in 
construction

Customer  #3 in 
marine / shipyard

Other 
Overseas 
Customers; 
Appointed  
Agents  

Trade with 
'friendly' 
Stockists in 
Singapore

� Regular bulk orders to steel mills

� Bulk-breaking & Warehousing 

� Direct delivery to customers on arrival of 
shipments from steel mills to Singapore



Production Steel Mills
� A fragmented industry worldwide

� Each mill highly specialised with 
very narrow product range, quality 
specifications

� Mills typically require large minimum 
order size e.g. 500 tons

• Difficult to change production 
equipment and moulds

• In high demand: production  
output/capacity allocated to higher-
yield markets, product orders

� Long order lead-time, especially for 
fittings (flanges, butt-welds) 

� Current shortage worldwide due to 
ongoing consolidation, rising costs 

End-customers or Users 
� Requires diverse mix of steel products

• Varying specs, quantities, delivery times 

• Difficult to meet mills' minimum order size 
for each product type – mills will direct to 
appointed country stockist  

• No bargaining power; no economies of 
scale; expensive freight costs

� Have limited factory/yard space – extra 
space better utilised in raising  production 
instead of storing orders

� Committed to tight delivery deadlines, 
subject to costly penalties

� Shortage of experienced purchasing 
personnel, procurement / logistics critical

� Safer to rely on stockists' one-stop services

Steel Industry – Stockists Are Needed!



Steel Industry – Stockists Are Needed!

Stockists' Attributes & Value-add

� High entry barriers

� Expert knowledge – which, where, when, how much to b uy

� Aggregate orders; cost-effective logistics arrangem ents, econs of scale

� Ability to read market circumstances, directions; b lend of Science/Art/Software 
and lengthy experience

� Long order lead-time, especially for fittings produ cts (stockist maintains 
available stocks)

� Established close relationships with mills – priorit y for shipments; heads-up on 
price trending up

� One-stop procurement; pro-active; Just-in-time; off er technical advice 

� Low risk of inventory obsolescence

Unlike in technology / consumer markets, steel prod uct specifications hardly 
change



Business Strategy;   
FY2007 & FY2008 

Highlights and Prospects



Business Strategy 

Dynamic Sales Mix

� Rolling out tactical plans to capitalize on Singapo re’s buoyant economy and 
strong demand drivers across all business segments,  while maintaining 
prudent approach to achieving growth

� Usually cater to “spot” sales as stockist

� Option of entering into “forward sales” contracts with customers for fixed price 
supply contracts for future delivery 

� Impact on sales mix and margin mix for the applicable period

Construction & 
others
10%

Marine
60%

Oil Gas
30%



FY2007 – Highlights 

An Outstanding Year

� Revenue surged 53.0% y-o-y to S$284.2m (12 mths, Jul 06~Jun 07)

� Robust demand from marine and oil & gas sectors in Singapore coupled with 
demand surge from recovering local construction sec tor 

� Gross profit grew 61% to S$60.1 million

� Net profit grew 98% y-o-y to S$31.2m

� Lower margin due to higher sales mix proportion of structural steel products, 
which typically generated lower margin than the Group’s other product categories

� Share placement of 49.5m new shares

� 10.94% new shares + 9.95% vendor share to Increase free float (currently 46% 
from 28%)

� Fund mainly utilized to accumulate inventory ahead of robust demand in 
Singapore for next 2 – 3 years  



FY2008 YTD – Highlights 

2Q08 results reflected Group’s tactical plan to pru dently expand market share and 
topline; lower margins due to locking in of profit to ensure visibility 

� For 1Q & 2Q: Group initiated use of pre-contracted fixed-price contracts for 
specific delivery of structural steel products at p re-determined forward date

� Higher demand for steel plates from Singapore’s shipbuilding sector; demand from other sectors remained strong
and steady

� Capitalised on new 5,000 sqm covered warehouse completed in March 2007 (total 35,000 sqm) to stock up for 
these contracts

� 2Q08 Revenue grew 54.0% to a record-high quarter of  S$100.0m 

� Gross profit up 15% to S$17.0m; gross margin modera ted to 17.1% vs 22.7% 
� Higher sales mix of typically lower margin structural steel products, mainly via pre-contracted sales on ‘forward 

basis’ (Shipyards: steel plates; construction: steel bars, H-beams, sheet piles)

� Placed back-to-back orders to lock in margins and profit

� Thus lower net margin vs prior year’s sales mix of mainly ‘spot market sales’

� Majority of structural steel inventory accumulation went towards satisfying these pre-contracted sales at lower 
prices (so made less profit) 

� Remaining inventories were available for ‘spot sales’ mainly to O&G sector, which were transacted at higher prices 
implemented by the Group

� Nevertheless, net profit still grew 19% in 2Q08 to $8.3m



FY2008 YTD – Highlights 

Cash Flow

� 2Q08: higher net cash used in operating activities to S$43.7m resulting 
from increases in purchases of inventories: 

� to meet delivery for pre-contracted orders
� to accumulate inventories for future demand caterin g to spot demand from customers

� Anticipated rise in working capital requirements – a rranged to be 
financed via trade facilities with banks

� Accounts Receivables: temporary increase as the pre -contracted sales 
will be due later in FY2008



Income Statement
Continued strong growth; margins within range

% Chg1H071H08% Chg2Q072Q08Margins

-12.2%9.1%-10.7%8.3%Net

-15.3%11.1%-13.3%10.1%PBT

-23.9%19.5%-22.7%17.1%Gross

6.0%14.715.619.0%7.08.3Net Profit

3.0%18.519.0.16.0%8.710.1PBT

16.0%28.833.515.0%14.817.1Gross Profit

43.0%120.4171.754.0%65.1100.0Revenue

% Chg1H071H08% Chg2Q072Q08S$’m



Balance Sheet & Financial Ratios

%$.m$.mTotal Equity

NM__0.23x0.23xQuick Ratio (x)

Ratios

(3.5%)32.08 cts30.95 ctsNTA per share

66.2%$43.2m$71.8mTotal Borrowings

23.5%$80.0m$98.8mCurrent Liabilities

23.0%$81.1m$99.8mTotal Liabilities

24.3%$226.2m$281.1mTotal Assets

(15.6%)0.32x0.27xNet Gearing (x)

6.3%__2.24x2.38xCurrent Ratio (x)

(2.1%)$47.1m$46.1mNon Current Assets

31.2%

27.3%

22.5%

$179.1m

$79.9m

$18.2m

$235.0m

$101.7m

$22.3m

Current Assets

- Inventories

- Cash & cash equiv

% ChangeFY071H08As at end …



Gross Margins 
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Gross margins holding within double-digit range ove r 7 consecutive 
quarters despite increased contribution from lower- margin structural 

steel product sales



Inventories & Gross Margins
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Continuing to build up inventory to tap sustained 
demand from all business sectors



Net Profit & Margin
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Decrease in net margin % in line with 
Group’s prudent sales tactics  for        
1H FY2008: 

– Rapidly expanded market share and 
revenue for structural steel products 
via capitalising on pre-contracted sales 
contracts; lower margins to lock in 
profit visibility via back-to-back orders 
to steel mills

Sales mix: lower proportion of 
structural steel products;      
no fixed price pre-contracted 
contracts



Rewarding Loyal Shareholders 

Dividends & Rights Issue

� Consistent record of paying dividends since FY05
� FY2006:  0.5 cent  final + 1.5 cents special, less 18% tax

� FY2007:  Interim gross dividend of 1.0 cent 

Final 0.5 cent final + 1.0 cent special dividend, l ess 18% tax      

� 2Q FY2008: Interim gross dividend of 1.0 cent for s econd consecutive year

� Additionally, FY2006 and FY2007:
� Bonus dividend and 1-for-4 rights issue in both yea rs to maximize use of remaining 

S.44 tax credits expiring 31 December 2007 

� Shareholders need not raise extra cash to increase shareholding – given option to use 
bonus dividend to pay for rights shares



Prospects & Outlook

Global Steel Industry Trends  
� Steel prices will continue to rise

� High demand in many growing economies and industrie s

� Hike in production costs (steel mills) 

� Iron ore and coking coal prices continue to rise 

� Impact on demand from PRC post-winter disaster when  rebuilding starts

(BNP Paribas report on China Steel sector – 8 Feb 08 ) 

� Continued consolidation of steel mills globally

Favourable Outlook to Continue
� Sustained demand for HUPSteel’s products in Singapor e over mid-term

� Customers in 3 core pillars of Singapore’s economy with full order books for next 
2-3 years; less reliant on US economy 

� 2H FY2008 and beyond: there’s more money to be made  over the mid-term !



Going Forward

Group’s Strategy

� Focus on enhancing margins in 2H FY2008

� Balancing between ‘spot market sales’ and pre-contracted fixed-price sales to  
manage the margins

� Continue to build up inventory levels to meet sustained demand

� For stockist operations, negative cash flow from operations reflect higher working 
capital requirements in line with positive demand outlook 

� Still, we expect 2Q08 negative cash flow levels to progressively improve as more 
payments from FY07’s fixed price pre-contracts come in  

� Continue to progressively adjust prices to customers as steel prices increase 

Approaching price parity with steel mills’ other markets, should get more allocation of 
steel output from mills

� Continue to invest in expanding covered warehousing space

� Lined up strong support from banks ready to capital ise on new demand 
opportunities in next 2-3 years



Going Forward 

Longer-term Prospects 
� Organic growth – robust growth from underlying custo mer segments 

� O&G, Petrochem sectors –

On-going maintenance of current refineries and cracker complexes in Singapore;  
Pipeline of new MNC investments in building world-class mega complexes on Jurong Island 

� Shipbuilding & Offshore/Marine Engineering –

Singapore companies are global support players for higher-end types of marine vessels used in 
shipping and O&G exploration and production activities. They have a very healthy order book.

� Infrastructure / Construction –

Public sectors’ mega commercial, tourism and transportation projects, property and construction 
boom, population growth

� Inorganic Growth 

� Valuations of possible targets have become more reasonable recently; will review M&A 
opportunities to expedite growth



Thank You!  

For more info or to download FY2007 annual 
report, please visit: www.hupsteel.com

Investor Relations:
WeR1 Consultants Pte Ltd
Tel: +65-6737 4844
HP: +65-8200 9339
Email: monaleong@wer1.net or               

reshma@wer1.net


