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RESPONSE TO QUERIES FROM SECURITIES INVESTORS ASSOCIATION 

(SINGAPORE) (“SIAS”) ON THE ANNUAL REPORT 

Disclaimer: The questions and answers provided on this page serve purely as informative purposes 

through a SIAS representative during Tai Sin Electric’s Annual General Meeting.  

 

Question 1(i) 

 

Cable & Wire (C&W) segment: In the Report by the Chief executive officer, it was noted that 

the C&W segment revenue increased $35.73 million to $210.64 million, due to a surge in copper 

price and higher volume of project deliveries during the year. Copper tonnage delivered in 

FY2018 was higher but gross profit was lower as a result of higher copper prices. Can 

management elaborate further on its hedging policy to protect the group from unfavourable 

price movements in copper? Is it the group’s policy to lock-in the raw material prices as soon as 

a contract/project is secured to reduce the risk? Given the focus on infrastructure projects, how 

will the segment margin be affected? What are management’s plans to maintain or to increase 

its profit margin, given the stagnant business pie coupled with stiff competition? 
 

Ans: C&W focuses on two portions of business. One of it is the long-term contract which are usually 

infrastructure projects. Long term means that Tai Sin secures the project 1-2 years ago and delivers 

the project 1-2 years later. This part of the business will be affected with the increase in copper price. 

Tai Sin does hedge their copper business but to do a systematic hedge while waiting to deliver the 

product is the problem. When Tai Sin orders from the supplier, they provide hedging for Tai Sin but 

the time frame is usually shorter than the delivery time frame. Hence, they have a matching problem 

because when they get the contract, it is based on the copper price at that point of time, and when it is 

time to deliver it is based on the copper price at the present time. If the copper price goes down it will 

benefit Tai Sin but if the price increases then it will affect the business. There is also a slowdown in 

the construction industry caused by the cooling measures introduced. Hence, the industry becomes 

very competitive which also affects their margin.  

 

Infrastructure contract margins are very thin and sometime single digits. In the annual report, there are 

pictures of MRT trains, Changi Jewel, Terminals 3 and 4. These are some of the infrastructure 

projects that they have successfully completed. These are contracts that are not so profitable but still 

help with the profit. "Commercial segment has dropped, We need more commercial projects because 

they are projects like data centers and offices. There are not many investors in this segment now and 

we need this segment of the business. We are trying our best to wait it out for these players to come 

back. Margins for commercial and industrial projects are higher. We segment our business into 

Infrastructure, Commercial and Residential, Industrial. These are the main sectors we are dealing. 

There is also export and trading, we are targeting every single front in order to maintain our topline." 

 

Longest physical hedge is 18 months and recently they managed to hedge the copper price for 33 

months (future hedging). Some of the infrastructure projects are 24-36 months. For example, the 

project for Jewel is about 36 months. Tai Sin only hedges 50% of the copper. For commercial & 

residential, for example, HDB projects-- from order to delivery is about 18 months. Tai Sin managed 

to convince a commodity firm to give them hedging without getting too much of the cut. 

 

Question 1(ii) 

 

Test & Inspection: Can management elaborate further on the reasons for the drop in revenue at 

CAST Laboratories? What was the impact due to (a) more competitive pricing and (b) the 

volume and scope of project carried out? Does management have an estimate of the market 



share by CAST Laboratories? What are the key drivers of growth and value in the next 6- 18 

months? With the acquisition of 30% of shares in Astar Laboratory Pte. Ltd., would the group 

be looking at other acquisitions to extend its capability, talent pool and market access? 
 

Ans: T&I, we are also facing the same issue as C&W because we have a similar customer base and 

similar orders. Orders from people like LTA, Power Grid -- these are the people who are the ultimate 

paymasters. With the drop in businesses, the competitors in the market compete very fiercely. The 

typical example is the business that we do for concrete cubes. It is a big business for our T&I segment 

and today it is negligible. The other issue we have is in O&G, the oil price for the last three years 

crashed and now it has gone back up to about US$90/barrel. It is a good thing for us but it will not be 

reflected in last year's data. The O&G sector for Tai Sin is showing some signs of recovering. O&G 

sector is good for the T&I business because they do a lot of heat treatment (HT) and non-destructive 

tests (NDT). Hence, with this two segments are affected, which is the reason for the profitability of 

the T&I segment in Singapore and Indonesia.  We also have some business for the T&I segment in 

Malaysia which has done HT and NDT, but it is not enough to support the profitability for the 

Singapore and Indonesia side. 

 

Singapore is small so we cannot only depend on the infrastructure projects which is only C&W. When 

we first acquired the T&I segment, it was our first foray toward diversification. As mentioned there 

are similarities in the customer base so now we are not supplying only C&W but also T&I. That has 

helped to grow our bottom line for the last 10 years. The second diversification is also in the T&I with 

the acquisition of Cast Lab. When we first acquired the business, that was the time when the O&G 

segment dropped. We hoped that the oil price would maintain so that our profitability would stay the 

same but unfortunately not. We also had an opportunity to acquire a minority stake in Ace Star 

Laboratory but are hopeful to acquire a majority stake in the future (sometime this year). It has not 

contributed positively yet because the company is still small. Our existing T&I with the new business, 

we are able to provide extensive services to customers. We are constantly in the market to acquire 

potential targets. Mode of acquisition is to acquire minority stakes to learn about the business and the 

management before we acquire a majority stake once we are confident of the business.     

 


