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Straits Asia Resources
SELL

Previous Rating: SELL Conference call with new CEO
Current Price: S$$1.97
Fair Value: S$1.76 Introduces new CEO. Straits Asia Resources Ltd (SAR)

hosted a conference call last evening to discuss its FY09
results (released on 24 Feb 10), during which the group's new
4000 Straits Asia a0 CEO Mr Martin Purvis was introduced to the financial
3500 Resources . community. Mr Purvis, who succeeded Mr Richard Ong with
ooo effect from 1 March 2010, has been a director of SAR since
2000 its IPO in Nov 06 and is also the CEO of SAR's parent company
1o00 ] PTT Asia Pacific Mining. Mr Purvis has had over 25 years of
experience in the resource industry and has been working
with Mr Ong in pioneering SAR's growth. During the call, SAR
highlighted that its growth strategy remains unchanged despite
the change of management, and allayed concerns over
management continuity by stressing its experienced team
which continues to run day-to-day operations.

Reuters Code STRL.SI
ISIN Code AJT Shift towards floating-rate contracts increases earnings
Bloomberg Code SAR SP volatility. As a recap, SAR posted a 7.3% growth in FY09
Issued Capital (m) 1,129 earnings to US$133.5m on higher coal prices and production
Mkt Cap (S$m/US$m) 2,224 /1,713 volumes. Average selling price (ASP) rose to US$82.14/ton
Major Shareholders from US$71.00/ton a year ago while the group increased its
PTT Asia Pacific Mining 45.60% sales to 9.21m tonnes from 8.59m tonnes. Moving into FY10,
Free Float (%) 47.2% management guided for weaker ASP in the range of "high
Daily Vol 3-mth (000) 12,767 US$60s to Imid US$70s" amid the current envir.onment of lower
52 Wk Range 0.760 - 2.740 energy prices. We expect higher prodt{ctlon volumes to
partially offset the impact of lower selling prices on the group's
revenue. 70% of its FY10 output has been committed to date,
but the pricing of these contracts is mostly index-linked. The
group's shift to floating-rate contracts from fixed-rate contracts
exposes its earnings to price risk.
(US$ m) FY08 FYO9  FY1OF  FY11IF
Revenue 585.2 7484 7039 953.6 Operational updates. Production at the re-zoned Sebuku
Gross Profit 2075 3003 2289 3355 area looks likely to fall behind schedule. Having obtained the
EPS (cts) 114 12.0 95 148 permission to extend its mining boundary in Aug 09, the group
PER (x) 12.0 113 143 9.0 now faces another roadblock from the Indonesian government
P/NAV (x) 3.9 32 3.0 26 in the form of land use approvals. SAR hopes to obtain

clearance and commence work on the re-zoned area by the
middle of 2010, but a potentially lengthy approval process could
impede its plans. Over at Jembayan, SAR is working on a
replacement for the second loading facility that failed in Oct
Lee Wen Ching 09. It has budgeted US$20-25m for the replacement facility
gfg])aﬁ?ﬁeaigﬁ]g@ocbc_research'com and tafgets to provide mpre updatgs on this front in 2Q10. We
have fine-tuned our estimates to incorporate management's
latest guidance, leading us to lift our fair value estimate to
S$1.76 (from S$1.73). We maintain our SELL rating on SAR.

Please refer to the important disclosures at the back of this document.
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Exhibit 1: Newcastle Coal spot price
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Straits Asia Resources' Key Financial Data
EARNINGS FORECAST BALANCE SHEET
Year Ended 31 Dec (US$m) FY08 FY09 FY10F FY11F  Asat 31 Dec (US$m) FY08 FY09 FY10F  FY11F
Revenue 585.2 7484 7039 9536  Cashand cash equivalents 170.6 318 46.7 49.2
Cost of sales -357.7  -4480 4750 -618.1  Other current assets 72.3 139.5 150.5 200.4
Gross profit 2275 3003 2289 335.5  Property, plant, equipment 110.1 1218 2461 275.0
Other income 6.3 -1.0 3.7 3.7  Total assets 874.0 986.5 1,1124  1,194.0
Operating expenses -37.8 575 -54.2 -66.7  Debt 287.5 2625 3425 3419
EBIT 196.0 2418 1784 2724  Currentliabilities excluding debt 141.2 155.7 1458 190.5
Finance cost -14.8 -22.9 -11.5 -11.4  Total liabilities 498.2 514.4 597.6 612.3
PBT 181.2 218.9 166.9  261.0  Shareholders equity 375.7 4721 514.9 581.7
Income tax -56.8 -85.4 -60.1 -94.0  Total equity 375.7 4721 514.9 581.7
Net profit 1244 1335 106.8  167.0  Total equity and liabilities 874.0 986.5 1,124  1,194.0
CASH FLOW
Year Ended 31 Dec (US$m) FY08 FYO9 FY10F FY1MF  KEY RATES & RATIOS FY08 FY09 FY10F  FY11F
Op profit before working cap. 180.1 131.1 167.1 204.9  EPS (US cents) 114 12.0 9.5 14.8
Working cap, taxes and interest 11.4 49.7 -3.1 -1.5  NAV per share (US cents) 344 418 45.6 515
Net cash from operations 191.5 180.7 164.0 203.4  PBT margin (%) 31.0% 29.3%  23.7% 27.4%
Purchase of PP&E -72.6 823 -190.0 -100.0  Net profit margin (%) 21.3% 178%  15.2% 17.5%
Investing cash flow 651 -1544 1900 -100.0 PER(x) 12.0 11.3 14.3 9.2
Financing cash flow 150  -165.1 409  -100.9  Price/NAV (x) 3.9 32 3.0 2.6
Net cash flow 1414 1388 14.9 25  Dividend yield (%) 5.0% 5.2% 4.2% 6.5%
Cash at beginning of year 291 170.6 31.8 46.7  ROE (%) 33.1% 28.3%  20.8% 28.7%
Cash at end of year 170.6 31.8 46.7 492 Netgearing (%) 31.1% 489%  57.5% 50.3%
Cash and cash equivalents 170.6 318 46.7 49.2  Interest cover (x) 13.3 10.5 15.6 23.8

Source: Company data, OIR estimates
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC (ljnvestment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented.

- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.

- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained'in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is fglven and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment ogect/ves, financial situation or particular needs, before mak/ng a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.

Co.Reg.no.: 198301152E For OCBC Investment Research Pte Ltd
Carmen Lee
Published by OCBC Investment Research Pte Ltd Head of Research
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