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HSS Engineers Bhd 

Key Takeaways Post Results Briefing 

• HSSEB’s outstanding order book remains robust at RM2.1b. Management is guiding for an 
additional RM80m-120m in new awards over the remainder of the year. Meanwhile, tender 
book currently stands at RM510m, with management aiming for RM300m-500m in order 
book replenishment in FY26. 

• Phase 1 of the Baghdad Metro project has achieved 45% physical progress, with the 
Completion Certificate for the initial 10% milestone officially endorsed by the Mayor of 
Baghdad on 16th July 2025. The Group is currently awaiting formal acknowledgement from 
the Ministry of Planning, subsequent to which HSSEB anticipates receipt of c.RM10m. 

• We anticipate cash flow to strengthen over the coming quarters, underpinned by: (i) the 
receipt of 10% advance payment (c.RM2m) from the Davao BRT project in the Philippines in 
September; (ii) the first milestone payment (c.RM10m) from Baghdad Metro project 
expected in October; and (iii) progressive collections from other ongoing projects. 
Sustained positive operating cash flow remains critical, given the Group’s current reliance 
on bank overdraft facilities. 

• We maintain our BUY call with an unchanged target price of RM0.75 based on 7.2x P/E 
multiple applied to FY26F EPS of 10.3 sen and supported by a three-star ESG rating. 
 

We left HSSEB’s 2QFY25 results briefing with the following key takeaways: 
 
Healthy Unbilled Order Book. HSSEB’s order book remains robust at RM2.1b as at end-June 
2025, equivalent to 10.3x FY24 revenue. Recent contract wins including two new data centre 
projects in Malaysia, a bus network project in the Philippines and package 2 of the Container 
Terminal project in India. The momentum is expected to carry over to 2HFY25 as management is 
guiding for an additional RM80m-120m in new awards over the remainder of the year, likely driven 
by water treatment, data centre and rail projects in Malaysia. Meanwhile, tender book currently 
stands at RM510m, with management aiming for RM300m-500m in order book replenishment in 
FY26. In comparison, we are projecting a more conservative RM250m in FY26F replenishment. 

 
Update on Baghdad Metro. Phase 1 of the Baghdad Metro project has achieved 45% physical 
progress, with the Completion Certificate for the initial 10% milestone officially endorsed by the 
Mayor of Baghdad on 16th July 2025. The Group is currently awaiting formal acknowledgement 
from the Ministry of Planning, subsequent to which HSSEB anticipates receipt of c.RM10m. 
However, a key overhang remains as the local government has yet to appoint a main contractor 
for the project. While management anticipates Phase 2 to begin sometime in 2HFY2026, it will 
first require a main contractor to be appointed. 
 
Cash Flow to Improve. We anticipate cash flow to strengthen over the coming quarters, 
underpinned by: (i) the receipt of 10% advance payment (c.RM2m) from the Davao BRT project in 
the Philippines in September; (ii) the first milestone payment (c.RM10m) from Baghdad Metro 
project expected in October; and (iii) progressive collections from other ongoing projects. 
Notably, operating cash flow improved to -RM0.9m in 2QFY25 from -RM12.6m in 1QFY25, 
reflecting improving collections and better working capital discipline. That said, sustained 
positive operating cash flow remains critical, given the Group’s current reliance on bank overdraft. 
 
Earnings Revision. No change to our earnings forecasts. 
 
Valuation. We maintain our BUY call with an unchanged target price of RM0.75 based on 7.2x P/E 
multiple applied to FY26F EPS of 10.3 sen and supported by a three-star ESG rating. We believe 
that greater clarity on the Baghdad project, coupled with improvements in operating cash flow, 
would provide catalysts for a further rerating. 
 
Risk. Delays in project execution & delivery, foreign project exposure leading to potential 
geopolitical risk and lower-than-expected order book replenishment. 
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Financial Highlights
I nc ome  S t a t e me nt Ba l a nc e  S he e t

FYE De c  ( RM  m) FY2 3 FY2 4 FY2 5 F FY2 6 F FY2 7 F FYE De c  ( RM  m) FY2 3 FY2 4 FY2 5 F FY2 6 F FY2 7 F

Re v e nue 18 7 . 3 2 0 1. 2 2 0 8 . 7 3 9 8 . 9 3 5 5 . 9 Cash 20.0 14.9 27.2 25.0 102.0

Gr oss P r of i t 6 2 . 1 7 0 . 4 7 0 . 1 13 7 . 6 12 2 . 8 Receivables 171.3 216.1 229.5 378.9 320.4

EBI TDA 3 5 . 2 4 1. 0 3 8 . 8 7 9 . 8 7 1. 2 Invent or ies 0.0 0.0 0.0 0.0 0.0

Depreciat ion & Amort isat ion 4.1 4.1 3.1 6.0 5.3 Ot her current  asset s 8.2 11.6 11.4 11.2 11.0

EBI T 3 1. 1 3 6 . 9 3 5 . 7 7 3 . 8 6 5 . 9 Tot a l  Cur r e nt  Asse t s 19 9 . 4 2 4 2 . 6 2 6 8 . 2 4 15 . 1 4 3 3 . 3

Net  Finance Income/  (Cost ) -2.5 -2.8 -2.5 -2.5 -3.8 Fixed Asset s 9.8 9.9 10.0 10.1 10.2

Associat es & JV 0.2 0.1 0.0 0.0 0.0 Int angibles 163.8 163.7 163.6 163.5 163.4

Ot her Income/ (Cost ) 0.0 -0.3 0.0 0.0 0.0 Ot her non-current  asset s 3.1 2.0 2.2 2.4 2.6

P r e - t a x  P r of i t 2 8 . 7 3 3 . 9 3 3 . 2 7 1. 3 6 2 . 1 Tot a l  Non- Cur r e nt  Asse t s 17 6 . 8 17 5 . 6 17 5 . 8 17 6 . 0 17 6 . 2

Tax -8.3 -9.0 -9.5 -19.0 -15.9 Short - t erm debt 39.2 35.4 35.0 53.3 44.8

P r of i t  A f t e r  Ta x 2 0 . 4 2 4 . 9 2 3 . 7 5 2 . 3 4 6 . 2 Payables 67.9 80.9 83.1 156.8 139.9

Minorit y Int erest 0.0 -0.2 -0.1 -0.2 -0.1 Ot her current  liabilit ies 5.6 6.6 4.0 7.6 6.7

Ne t  P r of i t 2 0 . 4 2 4 . 7 2 3 . 6 5 2 . 2 4 6 . 1 Tot a l  Cur r e nt  Li a bi l i t i e s 112 . 7 12 2 . 9 12 2 . 2 2 17 . 6 19 1. 4

Except ionals 0.0 0.0 0.0 0.0 0.0 Long-t erm debt 0.2 0.2 0.4 0.4 0.3

Cor e  Ne t  P r of i t 2 0 . 4 2 4 . 7 2 3 . 6 5 2 . 2 4 6 . 1 Ot her non-current  liabilit ies 4.2 3.2 6.1 6.1 6.1

Tot a l  Non- Cur r e nt  Li a bi l i t i e s 4 . 4 3 . 5 6 . 5 6 . 5 6 . 4

Ke y  Ra t i os Shareholder 's equit y 259.1 291.9 315.5 367.4 412.1

FYE De c  ( RM  m) FY2 3 FY2 4 FY2 5 F FY2 6 F FY2 7 F Minorit y int erest 0.0 -0.2 -0.3 -0.4 -0.5

EPS (sen) 4.0 4.9 4.6 10.3 9.1 Tot a l  Equi t y 2 5 9 . 1 2 9 1. 7 3 15 . 3 3 6 6 . 9 4 11. 6

P/ E (x) 16.0 13.2 13.8 6.2 7.1

P/ B (x) 1.3 1.1 1.0 0.9 0.8 Ca sh Fl ow

EV/ EBITDA (x) 9.8 8.4 8.6 4.4 3.8 FYE De c  ( RM  m) FY2 3 FY2 4 FY2 5 F FY2 6 F FY2 7 F

DPS (sen) 1.2 1.5 1.4 3.1 2.7 P r e - t a x  pr of i t 2 8 . 7 3 3 . 9 3 3 . 2 7 1. 3 6 2 . 1

Dividend Yield (% ) 1.9% 2.3% 2.2% 4.8% 4.2% Depreciat ion & amort isat ion 4.1 4.1 3.1 6.0 5.3

EBITDA margin (% ) 18.8% 20.4% 18.6% 20.0% 20.0% Changes  in  working  capit al -10.3 -37.1 -10.9 -72.2 40.9

EBIT margin (% ) 16.6% 18.3% 17.1% 18.5% 18.5% Ot hers -4.0 -4.5 -1.5 -2.8 -2.5

PBT margin (% ) 15.3% 16.8% 15.9% 17.9% 17.4% Ope r a t i ng c a sh f l ow 18 . 5 - 3 . 6 2 3 . 9 2 . 3 10 5 . 8

PAT margin (% ) 10.9% 12.4% 11.4% 13.1% 13.0% Net  capex -1.0 -1.1 -3.1 -6.0 -5.3

NP margin (%) 10.9% 12.3% 11.3% 13.1% 12.9% Ot hers 0.0 1.1 -1.0 -1.0 -1.0

CNP margin (% ) 10.9% 12.3% 11.3% 13.1% 12.9% I nv e st i ng c a sh f l ow - 1. 0 0 . 1 - 4 . 1 - 7 . 0 - 6 . 3

ROE (% ) 7.9% 8.5% 7.5% 14.2% 11.2% Dividends  paid -4.5 -6.0 -7.1 -15.7 -13.8

ROA (% ) 5.4% 5.9% 5.3% 8.8% 7.6% Ot hers -26.9 3.3 -0.3 18.2 -8.7

Gearing (% ) 15.2% 12.2% 11.2% 14.6% 11.0% Fi na nc i ng c a sh f l ow - 3 1. 4 - 2 . 7 - 7 . 4 2 . 5 - 2 2 . 5

Net  gearing (% ) 7.5% 7.1% 2.6% 7.8% Net  Cash Ne t  c a sh f l ow - 14 . 0 - 6 . 2 12 . 4 - 2 . 2 7 7 . 0

Forex 0.0 -0.1 0.0 0.0 0.0

FYE De c  ( RM  m) FY2 3 FY2 4 FY2 5 F FY2 6 F FY2 7 F Ot hers 3.5 1.2 0.0 0.0 0.0

Expect ed order book replenishment 200.0 250.0 250.0 Beginning cash 30.4 20.0 14.9 27.2 25.0

Endi ng c a sh 2 0 . 0 14 . 9 2 7 . 2 2 5 . 0 10 2 . 0

Va l ua t i ons FY2 6 F

Core EPS (sen) 10.3

P/ E mult iple (x) 7.2

Fa i r  Va l ue  ( RM ) 0 . 7 5

ESG premium/ discount 0.0%

I mpl i e d Fa i r  Va l ue  ( RM ) 0 . 7 5

Source: Company, Apex Securit ies  
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      ESG Matrix Framework: 

Environment 
Parameters Rating Comments 
Climate ★★★★ Scope 1 and Scope 2 GHG emissions totalled 820.2m tCO2eE in 2024, marking a 8.2% YoY decreased from 2023. 
Waste & Effluent ★★★ Waste management aligns with industry standards and regulatory requirements as well as minimise environmental impact. 
Energy ★★★★ Energy consumption decreased by 1.0% in FY24. 
Water ★★★ Monitors water consumption regularly to ensure pertinent water management. 

 
Social 
Diversity ★★★ Female representation at 36% in the workforce. 
Quality and Compliance ★★★ In FY2024, the Group achieved zero non-conformance report during SIRIM audits. 
Occupational Safety and Health ★★ 55 employees were trained in FY2024 on health and safety. No fatalities were recorded. 
Labour Practices ★★★ Adheres to all relevant labour laws. 

 
Governance 
Regulatory Compliance ★★★ Committed to upholding the highest standards of regulatory compliance across all areas of its business. No cases of non-

compliance with relevant laws and regulations in FY2024. 
Management ★★ Among the board members, 22% (2 out of 9) were female, while 33% (3 out of 9) were independent directors 
Anti-Corruption and Bribery ★★ Regularly organizes anti-corruption training for employees. In FY2024, 32.5% of employees have undergone anti-corruption 

training. 
 

Overall ESG Scoring: ★★★ 
 

 

 
 
 
 

Recommendation Framework: 
BUY: Total returns* are expected to exceed 10% within the next 12 months. 
HOLD: Total returns* are expected to be within +10% to – 10% within the next 12 months. 
SELL: Total returns* are expected to be below -10% within the next 12 months. 
TRADING BUY: Total returns* are expected to exceed 10% within the next 3 months. 
TRADING SELL: Total returns* are expected to be below -10% within the next 3 months. 
*Capital gain + dividend yield 
 
Sector Recommendations: 
OVERWEIGHT: The industry defined by the analyst is expected to exceed 10% within the next 12 months. 
NEUTRAL: The industry defined by the analyst is expected to be within +10% to – 10% within the next 12 months. 
UNDERWEIGHT: The industry defined by the analyst, is expected to be below -10% within the next 12 months. 
 

ESG Rating Framework: 
★★★★★ : Appraised with 3% premium to fundamental fair value 

★★★★ : Appraised with 1% premium to fundamental fair value 

★★★ : Appraised with 0% premium/discount to fundamental fair value 
★★ : Appraised with -1% discount to fundamental fair value 
★ : Appraised with -5% discount to fundamental fair value 
 

Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise without the prior written consent of Apex Securities 
Berhad. The opinions and information contained herein are based on available data believed to be reliable. It is not to be construed as an offer, invitation or solicitation to buy 
or sell the securities covered by this report. Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily reflect the 
opinion of Apex Securities Berhad and are subject to change without notice. Apex Securities Berhad has no obligation to update, modify or amend this report or to otherwise 
notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. 
 
Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance upon such statement by anyone shall give rise to any 
claim whatsoever against Apex Securities Berhad. Apex Securities Berhad may from time to time have an interest in the company mentioned by this report. This report may not 
be reproduced, copied or circulated without the prior written approval of Apex Securities Berhad. 
 
This report has been prepared by Apex Securities Berhad pursuant to the Research Incentive Program under Bursa Research Incentive Scheme Plus (“Bursa RISE+”) 
administered by Bursa Malaysia Berhad. This report has been produced independent of any influence from Bursa Malaysia Berhad or the subject company. Bursa Malaysia 
Berhad and its group of companies disclaims any and all liability, howsoever arising, out of or in relation to the administration of Bursa Research Incentive Program and/or this 
report. This research report can also be found in MyBursa platform or via the link: Market Research and Analysis - MyBURSA 
 
As of T h u r s d a y ,  2 1  A u g ,  2 0 2 5 , the analyst(s), whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this 
report:  
(a) nil. 
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