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 Losses more than expected. Proposing rights 
issue to fund war chest for new core business. 
 
• Thakral Corp’s loss of $25.9m for the 6 months 

ended Sept 30 was substantially more than what we 
were expecting. This included some $24.3m 
provision for doubtful debts, plant & equipment, 
obsolete inventory and closure of the VCD business.  

 
• The group had earlier warned of coming losses but 

the size of the write-offs shows a total clean-up as it 
prepares to look for a new core business. To finance 
this, it has proposed both a rights and a convertible 
bond issue, to raise up to $67m. Together with net 
cash of $31.2m, the near $100m will help the group 
find a new core business. One possibility is 
property-related activities in Asia, especially in 
China, on the coattails of substantial shareholder, 
China Yuchai, a part of the Hong Leong group. 

 
• Core business of sales and marketing still under 

pressure from parallel imports, which are priced up 
to 15% lower. We don’t see this situation improving 
in the near term, as it would be hard to trace where 
the parallels are coming from. Thakral is also 
unlikely to have any meaningful compensation from 
its principals to alleviate this. 

 
• In the best-case scenario, full year losses may 

marginally reduce but it’s the weak earnings 
visibility that we’re more concerned about. Entering 
a new business is not necessarily a bad idea, but 
China property at this point in the cycle would need 
careful scrutiny as some areas are said to be peaking.  

 
• We maintain Hold for now. The provisions were 

drastic though the clean-up was thorough. The new 
business(es) would need to be evaluated on their 
own merit but there is limited downside from current 
level.  
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Other items adding to the loss was a $6.4m provision 
for doubtful debts, $2.4m provision for provision in 
impairment in value for plant & equipment and 
another $10.1m for the closure of the loss-making 
VCD business of its Home Entertainment Division.  
 
Its electronic manufacturing arm managed to cut 
losses to $0.8m from $1.4m in the previous 
corresponding period. This was achieved on sales of 
$7.2m. We expect improvement to continue in the 2H 
though it will likely breakeven only next year. The 
division recently added two lines and will continue to 
add two more in the current or next quarter. 

 
Proposed rights / bonds  
 
Following the release of its interim results, Thakral 
also proposed a renounceable rights issue comprising 
of (a) up to 151m new ordinary shares of S$0.05 each 
(Rights Shares) at an issue price of S$0.08 for each 
Rights Share, on the basis of one (1) Rights Share for 
every twelve (12) existing ordinary shares; and (b) up 
to approximately $58m unsecured 2 per cent. 3-year 
convertible bonds in the denomination of S$0.80 each,  
capable of being converted into new Shares at a 
conversion price of S$0.08 for each Conversion Share, 
on the basis of 40 Convertible Bonds for every 1,000 
existing shares held by Shareholders as at the books 
closure date. 
 
Both the offer price of S$0.08 for each Rights Share 
and the conversion price of the Convertible Bond were 
a 6% discount to the last transacted price on 9 
November 2005, though the share price has since 
fallen to that level. Assuming full subscription, the net 
proceeds from the two issues will be about $67m, and 
is earmarked for new growth opportunities, including 
property related activities in Asia.   
 
We believe its majority shareholders would at least 
fully subscribe the rights issue. Note too that China 
Yuchai’s entry level into the company was about 12 
cents. 
 
 

Interim results 
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Thakral announced a loss of $25.9m for the six 
months ended Sept 30, together with an 11% fall in 
turnover to $231.9m. This lower turnover reflects the 
challenging market conditions in China, despite the 
increased number of new brands represented. China is 
a key market for the group and together with Hong 
Kong, now account for 70% of group sales.  
 
Part of the reason for the slowdown in sales in the last 
quarter was due to parallel imports into the market, 
which were priced more competitively. This led to a 
2.6% drop in gross margin to 8.4% for the period. 
Including a $5.3m provision for slow moving 
inventory, gross margins eased further to 6.1%. 
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NRA Capital Pte. Ltd is a participant in the SGX-MAS Research Incentive Scheme and receives a compensation of 
S$4,000 per annum for each stock covered under the Scheme. This publication is confidential and general in nature. 
It was prepared from data believed to be reliable, and does not have regard to the specific investment objectives, 
financial situation and the particular needs of any specific person who may receive this report. No representation, 
express or implied, is made with respect to the accuracy, completeness or reliability of the information or opinions 
in this publication. Accordingly, neither we nor any of our affiliates nor persons related to us accept any liability 
whatsoever for any direct, indirect or consequential losses (including loss and profit) or damages that may arise 
form the use of information or opinions in this publication. Opinions expressed are subject to change without notice. 
 
NRA Capital Pte. Ltd. and its related companies, their associates, directors, connected parties and/or employees 
may own or have positions in any securities mentioned herein or any securities related thereto and may from time to 
time add or dispose of or may materially interested in any such securities. NRA Capital Pte. Ltd. and its related 
companies may from time to time perform advisory, investment or other services for, or solicit such advisory, 
investment or other services from any entity mentioned in this report. The research professionals who were involved 
in the preparing of this material may participate in the solicitation of such business. In reviewing these materials, 
you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts 
of interest. Additional information is, subject to the duties of confidentiality, available on request. 

Co. Reg. No.: 199904258C 
36 Robinson Road 
#12-05/06 City House 
Singapore 068877 
Tel: (65) 6236 6878 
Fax: (65) 6222 0093 


