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VSTECS (VSTE.KL, NOT COVERED)
Benefitting from the 'Work From Home' trend
(formerly ECS ICT) is one of ASEAN's largest distributors
▪ VSTECS
of ICT products, comprising of notebooks, personal computers,
smartphones, software, network and communication infrastructure,
servers and enterprise software. It represents more than 40 leading
principals like HP, Asus, Lenovo, Apple, Microsoft, Cisco, and IBM.

a nationwide channel network of more than 6,600 resellers
▪ With
(comprises of retailers, system integrators, and corporate dealers),

servers and enterprise software. It represents more than 40 leading
principals like HP, Asus, Lenovo, Apple, Microsoft, Cisco, and IBM (it
is an exclusive distributor for some brands too). Its competitive edge
hinges on its ability to be a 'one-stop' shop for a diverse customer base.
Figure 3: VSTECS is a one-stop shop for a diverse customer base

VCT splits its business into three key segments: (1) ICT distribution
(67% of revenue, 47% of GP); (2) enterprise systems (30% of
revenue, 44% of GP); and (3) ICT services (3% of revenue, 9% of
GP).

payout averaged 35% between FY15-19, though its policy
▪ Dividend
is at 30% of profits. It has a strong balance sheet with net cash per
share at RM0.45, as at end 1Q FY20.

expects growth to be driven by higher spending on
▪ Management
software and IT solutions as companies enable their employees to
work from home; this would benefit its enterprise systems division.
Figure 1: Financial sumary

Source: Company data, the BLOOMBERG PROFESSIONAL™ service

Figure 2: VSTECS is one of the largest distributors of ICT products in ASEAN

Source: Company data

Benefitting from 'digitalisation' and 'Work From Home' trends.
VSTECS' focus on growing its enterprise systems division has been
bearing fruit as it is now Malaysia's largest enterprise infrastructure
supplier, according to management. Its key clients in this segment
include telco operators (e.g., Maxis and Time Dotcom), which are
increasingly focusing on the enterprise segment for growth. Both
revenue and gross profit contribution (as % of total) has grown from
merely 22%/33% in FY15 to 30%/49% in FY19.
Management expects the recent acquisition of a 40% stake in Isatec
(a software developer) to further cement its growth prospects as it can
deliver more solutions to its existing clients. More importantly, it also
expects to benefit from higher spending on software and IT solutions to
remote operations and in supporting remote access (e.g., collaboration
tools, security software and cloud storage) as more companies 'digitise'
their operations and enable their employees to work from home due to
the COVID-19 outbreak.
Well positioned for 5G. Management added that it is also well
positioned to benefit as 5G is being rolled out in Malaysia. It is targeting
to work with telco companies as they continue to grow their data
centres and infrastructure to cater to 5G.
Pays consistent dividends. The company has a dividend policy of
paying at least 30% of its profits to reward its shareholders, though its
payout averaged 35% between FY15-FY19. Its cash-rich (the company
has always been net cash; net cash as at end 1Q FY20 at RM0.45 per
share) position allowed it to reward shareholders with a special dividend
in FY15, in conjunction with the company's 30th anniversary (payout at
61% during that year).

Source: Company data

*Not Covered: Credit Suisse Equity Research does not provide
ongoing coverage of the company or offer an investment rating or view
on the equity security of the company or related products.

One of the largest distributors of ICT products in ASEAN.
VSTECS (formerly ECS ICT) is one of ASEAN's largest distributors
of ICT products, comprising of notebooks, personal computers,
smartphones, software, network and communication infrastructure,
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