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 Focusing on strengthening higher-margin life cycle services segment
 Seeking geographical expansion through further potential M&A/JVs

Background: Procurri Corp is a provider of asset recovery (data centre
equipment) and lifecycle services. Listed on 20 July 2016, the company
was a spin-off from DeClout Limited (DLL SP, Not rated), which remains its
major shareholder with a 47.3% stake. Procurri operates two key business
segments: IT distribution (78.3% of 2016 revenue) and lifecycle services
(21.7%). Geographically, the company derives the majority of its revenue
from the Americas (44.5%), followed by Europe, Middle East and Africa
(EMEA) (27.6%) and Singapore (24.2%). According to Frost & Sullivan,
global spending on data centre resale equipment and independent IT
maintenance is expected to grow strongly at CAGRs of 16.9% and 15.7%,
respectively, over the 2015-20 period.
Highlights: Moving toward an asset-light approach. Procurri’s IT
distribution segment engages primarily in the resale of data centre equipment,
through procurement of the hardware from a variety of vendors (which include
major IT companies such as HP, IBM, Oracle and Cisco), refurbishment and
subsequent resale to customers. In 2016, revenue growth for the segment
(+6.8% YoY) was boosted by the acquisition of UK-based EAF Supply Chains
Holding Ltd in November 2016 for GBP1.5m (around 0.5x P/NTA). Looking
ahead, management said it is looking to expand its market share within the
community of value added resellers (VARs) as well as original equipment
manufacturers (OEM), while driving margin improvement by increasing the
proportion of its sales on a consignment basis (a minimal % currently) in order
to mitigate the risk of inventory obsolescence.
Focusing on its lifecycle services segment. Management has
highlighted it is keen to strengthen its higher-margin life cycle services
segment, which tends to be more recurrent in nature. It targets revenue
contribution from the segment to reach parity with its IT distribution
segment by end-2018. Procurri provides third-party maintenance-support
services to customers (mainly data centre providers in both private and
public sectors) as an alternative to the OEMs. As a result of its expanded
sales and marketing efforts and higher headcount in 2016 (staff costs:
+15% YoY), management expects improved profitability on the back of
stronger revenue growth in 2017. In addition, management said it is
actively seeking M&A/JV opportunities to grow its geographic footprint in
the near term. Post-IPO, the company’s gearing remains low (2016 net
cash: SGD12m). Management also said it expects to maintain its dividend
policy for a payout ratio of up to 25% for 2017 (2016: 21.6%).
Valuation: According to the Bloomberg consensus (covered by a single
broker), the stock is trading at 2017E PER and PBR of 9.2x and 1.2x,
respectively.
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Procurri: revenue and gross margin trend

Procurri: net profit trend
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Procurri: IT distribution segment revenue and gross margin
trend

Procurri: lifecycle services segment revenue and gross margin
trend
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Procurri: global hardware resale market revenue growth
forecast

Procurri: global independent maintenance market revenue
growth forecast
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Singapore
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert investors and institutional
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investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to
disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets
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Australia
This research is distributed in Australia by Daiwa Capital Markets Australia Limited and it may only be distributed in Australia to wholesale investors within the meaning of the Corporations Act.
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For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared
this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the
issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the
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Research Analyst Certification
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any
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The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report.
"1": the security could outperform the local index by more than 15% over the next 12 months.
"2": the security is expected to outperform the local index by 5-15% over the next 12 months.
"3": the security is expected to perform within 5% of the local index (better or worse) over the next 12 months.
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Disclosure of investment ratings
Rating
Buy*
Hold**
Sell***

Percentage of total
66.8%
20.9%
12.2%

Source: Daiwa
Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 31 March 2017.
* comprised of Daiwa’s Buy and Outperform ratings.
** comprised of Daiwa’s Hold ratings.
*** comprised of Daiwa’s Underperform and Sell ratings.
Additional information may be available upon request.
Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.)
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the
following items.
 In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in
the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.
 In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.
 For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the
amount of the transaction will be in excess of the required collateral or margin requirements.
 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices,
real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.
 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.
*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content
of each transaction etc.
When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions
regarding the signing of the agreement with us.
Corporate Name: Daiwa Securities Co. Ltd.
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108
Memberships:
Japan Securities Dealers Association, The Financial Futures Association of Japan
Japan Securities Investment Advisers Association
Type II Financial Instruments Firms Association
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