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“Positive outlook on the horizon”
Bloomberg: T7G MK | Reuters: TGLO | Stock Code: 7228

Valuation / Recommendation

Results were below expectations, achieving 43.3% and 31.2% of our full year
revenue and profit forecasts for FY23 respectively. This deviation is due to slower-
than-expected qoq revenue growth in 2QFY2023 compared to 1QFY2023.

We revise our revenue and earnings estimate for FY23F and FY24F downwards
by -4.7% and -4.7%, as well as -16.5% and -9.8% respectively. We will cease
coverage on this stock as we are not keen on this energy sub-sector. We propose a
fair value of RM0.59 based on FY24F EPS of 4.6 sen and a PE of 12.8x, in line
with its peer average.

Investment Highlights

MOPU projects a growth catalyst. TSEVEN ELISE MOPU has achieved first
gas on 11" July 2023, with leasing and O&M income set to be recognised starting
from 3Q2023 and and will provide earnings visibility for the next 10 years.

The construction of the Nong Yao MOPU is around 50%-60% completed and is
expected to be fully operational and contribute positively to revenue by 1Q24. The
Nong Yao MOPU is expected to provide earnings visibility for the next 5 years.
Moving forward, we expect the EPC (MOPU) and IWS segment to be the main
revenue drivers for the company’s energy division.

Expanding aerospace & construction segment. Going forward, the company
intends to achieve optimum utilization rate for its MST facility which is currently
approximately 15-20% utilized and promote high tech defence systems in
Malaysia and ASEAN region. The company also plans to pursue high value
infrastructure and building projects in Malaysia and incorporate digital and
automated solutions into future projects. The company is currently involved in the
design, supply, installation, testing and commissioning of state-of-the-art Baggage
Handling System for Terminal 1, KL International Airport which is expected to
provide earnings visibility for the next 3 years, with contributions starting from
2H2023.

Strong order book. The company has a strong order book of about RM2.4bn as
at 30 June 2023. which is expected to be fully recognised within the next 10 years.
The company also has a tender book of approximately RM2.0bn and a tender
success rate of about 30% that if successful, will strengthen its order book. Going
forward, the company expects more plug and abandon (P&A) jobs due to spending
by Petronas to plug and abandon more wells in the near future.

Risk factors. (1.) Skilled labour shortages (2.) Slower-than-expected contract
flow.

INVESTMENT STATISTICS FY20 FY21 FY22 FY23F FY24F
Revenue (RM m) 189.4 305.5 365.6 435.8 5229
EBITDA (RM m) 17.0 30.7 49.7 63.4 75.1
PAT 3.1 13.0 20.1 27.3 34.0
Net Profit Margin (%) 1.6 43 55 6.3 6.5
EPS (sen) 0.4 1.8 2.7 3.7 4.6
EPS Growth (%) - 3227 54.8 35.7 24.4
BV Per Share (sen) 23.5 35.9 39.5 43.1 47.7
PE (x) 116.8 27.6 17.9 13.2 10.6
Net Gearing (%) 88.1 128.9 207.6 2142 205.5
ROA (%) 0.6 1.6 2.0 23 2.7
ROE (%) 1.8 4.9 6.9 8.6 9.6

Main Board

Energy — Oil & Gas
CEASE COVERAGE

Fair value: RM0.59

Last Closing Price: RM0.46
Initiated Price: RM0.41

Business Overview

T7 Global Berhad provides services to the oil and gas
sector. The company offers topside maintenance,
engineering, construction, installation, procurement,
commissioning, project management, structural
fabrication, marine, underwater, and subsea services,
and aerospace engineering, skilled manpower, and
property investment and development services.

Stock Return Information

KLCI (pts) 1,463.43
Expected Share Return (%) 28.3
Expected Dividend Yield (%) -
Expected Total Return (%) 283

Share Information

Market Cap (RM m) 348.6
Issued Shares (m) 741.7
52W High (RM) 0.495
52W Low (RM) 0.290
Estimated Free Float (%) 51.6
Beta vs FBM KLCI 0.46
3-month Average Vol. (m) 443

Top 3 Shareholders (%)

Tan Kean Soon 9.88
Abyssina Res Sdn Bhd 7.43
Hiong Siong Law 5.09

Price Performance 1M 3M 12M

Absolute (%) 3.1 120 525

Relative to Index (%) -8.2 6.2 54.2
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Results (RM m)

FY Dec 2Q23 1Q23 qoq % 2Q22 yoy %
Revenue 104.0 94.0 10.6 53.0 96.4
Cost of sales -75.1 -65.8 14.1 -38.9 93.1
Gross profit 28.9 28.2 2.6 14.1 105.7
Other income 0.2 0.2 6.9 0.3 -31.6
Operating expenses -17.6 -16.9 44 -7.3 141.2
Profits from operation 11.5 11.5 -0.1 7.1 63.2
Finance costs -2.7 -3.2 -15.9 -1.7 55.1
Profit before tax 8.8 8.3 6.0 53 65.9
Tax -2.7 -4.2 -35.0 -2.5 6.8
Net profit 6.1 4.1 47.6 2.8 120.0
EPS (sen) 82.0 56.0 46.4 37.0 121.6
Diluted EPS (sen) 82.0 56.0 46.4 37.0 121.6

Sources: Mercury Securities, Company

Peer Comparison

Market PE (x) EPS (sen) EPS Growth P/BV (x)
Bloomberg
Company oy Cap
Ticker RM'm)

( FY23F FY24F FY23F FY24F FY23F FY24F FY23F FY24F
Velesto VEB MK 0.25 2,053.9 25.0 16.7 1.0 1.6 18.0% 60.0% 0.8 0.8
Dayang DEHB MK 1.78 1,991.4 12.3 10.9 13.8 16.0 31.8% 15.9% 12 1.1
Bumi Armada BAB MK 0.54 2,961.3 12.3 10.9 10.8 13.2 -12.8% 22.2% 0.5 0.5
Average 16.5 12.8

Sources: Mercury Securities, Bloomberg, Company
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PROFIT & LOSS (RM m) FY Dec FY20A FY21A FY22A FY23F FY24F
Net Revenue 189.4 305.5 365.6 435.8 5229
Gross Profit 41.4 63.3 91.0 130.7 156.9
Other Operating Income 4.9 38 1.7 0.9 1.6
EBIT 12.0 23.1 42.1 55.8 67.5
Operating Expenses 39.1 44.0 50.6 75.8 91.0
Profit from operations 9.7 23.1 42.1 55.8 67.5
Interest Income 1.2 0.0 0.0 0.0 0.0
Interest Expense 34 4.1 9.0 13.7 15.1
Profit Before Tax 7.5 19.0 33.1 42.1 52.3
Exceptional Items - - - - -
Taxation 4.4 6.0 12.9 14.7 18.3
Minority Interests 0.0 0.0 0.0 0.0 0.0
Profit After Tax 3.1 13.0 20.1 27.3 34.0
Preferred Dividends / Adjustments - - - - -
Recurring Net Profit 3.1 13.0 20.1 27.3 34.0
BALANCE SHEET (RM m) FY Dec FY20A FY21A FY22A FY23F FY24F
Cash & Equivalents 62.6 933 322 59.5 93.5
Trade & Other Receivables 87.8 130.6 91.9 111.2 118.1
Inventories 37.2 67.5 136.5 213.8 208.5
Other Current Assets 32 64.2 22.4 7.1 72
Current Assets 190.7 355.7 2829 391.6 4274
Property, Plant & Equipment 240.6 4222 687.9 730.2 797.6
Other Non-Current Assets 50.5 51.4 61.9 57.3 57.8
Non-Current Assets 291.1 473.6 749.7 787.5 855.4
Trade & Other Payables 57.8 101.2 80.0 88.1 82.4
Other Current Liabilities 98.8 158.8 193.4 3203 350.8
Current Liabilities 157.7 260.9 275.3 414.9 439.8
Other Non-Current Liabilities 150.2 302.5 465.5 445.5 490.3
Non-current Liabilities 150.2 302.5 465.5 445.5 490.3
Share Capital 167.8 250.0 250.0 250.0 250.0
Retained Profits 19.4 26.1 52.2 79.6 113.6
Other Equity 13.3 10.2 10.3 10.9 10.9
Total Equity 173.9 265.9 291.9 318.7 352.7
CASH FLOW (RM m) FY Dec FY20A FY21A FY22A FY23F FY24F
Profit before tax (PBT) 7.5 19.0 33.1 42.1 52.3
Non cash items 6.6 12.0 6.9 7.1 7.5
Non operating items 2.3 5.4 12.6 12.0 11.0
Changes in working capital 67.8 -81.4 -20.7 -68.7 -8.5
Cash generated from/(used in) operations 79.6 -45.0 31.9 -1.5 62.4
Other operating cash flow -5.7 6.0 134 -14.7 -18.3
Operating cash flow 73.9 -38.9 45.2 -22.3 44.0
Purchases of PPE -98.2 -181.4 -281.3 -50.0 -75.0
Other investing cash flow -30.4 38 -0.6 0.0 0.0
Investing cash flow -128.5 -177.6 -281.9 -50.0 -75.0
Dividends paid 0.0 -3.1 0.0 0.0 0.0
Other financing cash flow 65.2 241.6 189.0 174.1 166.3
Financing cash flow 65.2 238.5 189.0 174.1 166.3

Sources: Mercury Securities, Company



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 Registration No. 198401000672 (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.



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)
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