
By Cai Haoxiang
haoxiang@sph.com.sg
@HaoxiangCaiBT

Singapore
THREE years after loss-making local
contractmanufacturerBeyonicsTech-
nology was acquired by private equi-
ty firm Shaw Kwei & Partners, it is
now profitable for its financial year
ended Dec 31, 2014, has no debt, and
is looking for investment opportuni-
ties.

In the restructuring process, Be-
yonics notably ended in 2014 a
long-standing relationship with hard
disk drive firm Seagate to make com-
ponents for it.

“There was huge volume but we
made no money. It tied up a lot of
time and working capital,” Shaw
Kwei’s managing director Kyle Shaw
told The Business Times in an inter-
viewatBeyonics’headquarters inMar-
siling.

Mr Shaw said that going forward,
Beyonics will focus on its higher-mar-
gin businesses of making compo-
nents for the medical and automotive
sectors, where operating profit mar-
gins can be 8-12 per cent.

The Seagate business was so big it
contributedoverhalfofBeyonics’ rev-
enues through the years, but operat-
ing profit margins were just at one to
2 per cent, he said.

“Had you been publicly listed, it
might have been shocking that you’re
getting rid of all this revenue,” Mr
Shawsaid.Henotedthat the firmnow
has more leeway to buy new equip-
ment, reward staff, invest in research
and development, and pay higher re-
turns to shareholders.

Beyonics is also consolidating its
12 manufacturing sites across the re-
gion to just four, which it is upgrad-
ing. Other than Singapore, the sites
comprise two in Johor and one in
Changshu city in China.

After the Seagate exit, Beyonics
has 25 Fortune 500 customers, which
are the largest US companies by reve-
nue. The largest customer contrib-
utes less than 9 per cent of sales, and
the remainder contribute one to 5per
cent, Mr Shaw said.

With cash in the bank, Beyonics is
also looking at other investment op-

portunities in the precision engineer-
ing sector, he said.

Beyonics was acquired by Shaw
Kwei’s special purpose vehicle Chan-
nelview Investments at the end of
2011 for around S$140 million. At
that time, Beyonics reported a S$17.5
million loss on S$1.3 billion of reve-
nue for its financial year ended July
31, 2011.

Mr Shaw said it could be three to
five years from now before he exits
the Beyonics investment. While a re-
listing is possible, markets are vola-
tile, he said.

Mr Shaw, 54, was born in North
Carolina in the US. He lived in Singa-
pore in the 1970s as his father
worked in the US Coast Guard.

HebeganhisAsiaprivateequityca-
reer in 1989 and was involved in a
management-led buyout of contract
manufacturerFlextronics Internation-
al. He set up Shaw Kwei in 1999, and
roped in former Flextronics Interna-
tional CEO S L Tsui.

Today,ShawKweihasUS$450mil-
lion in assets under management,

with half the money invested. It plays
in the mid-market space, targeting
manufacturing companies.

It iscurrently looking tomake four
tosix investments, especially inpreci-
sion engineering manufacturers tar-
geting auto and medical customers,
hesaid. The firm, which hasa teamof
16 in Hong Kong and Singapore,
looks at around 300 deals a year. A
typical investment size is between
US$20 million and US$100 million.

Recent investments are Singapore
shippingserviceproviderAmosInter-
national,Germancapitalgoodsequip-
ment maker Schmid, and former Sin-
gapore-listed adhesive tape maker
CHT.

The pipeline of companies is look-
ing good, Mr Shaw said. “A lot of com-
panies realise they need to improve,
upgrade, scale up.”

The days of low-margin business-
es are over. Singapore’s future will be
in making higher-value products, he
said. “What Singapore has is educa-
tion, a world-class infrastructure, a
pretty stable government and rule of
law.”

W HEN Iceberg
Research last
week said in a
17-page re-
port that No-

ble Group’s shares were worth only
10 cents at a time when the price
was S$1.20, there were worries that
themarketcouldseearepeatofNo-
vember 2012 when Olam Interna-
tionalcameunderattack fromMud-
dy Waters.

This was because Iceberg lik-
ened Noble’s accounting to that
practised by the infamous Enron,
which if proven accurate, could be
disastrous to Noble shareholders.
So it was that another Olam-type
scenario could have unfolded in
which the short-selling target’s
shares collapse and remain de-
pressed for months thereafter
amid plenty of corporate histrion-
ics and back-and-forth finger point-
ing.

Instead,Noble’s sharescameun-
der pressure for only two days and
have since managed to recover 3.3
per cent in the past two tradingses-
sions, including a rise on Monday
when the Straits Times Index
dropped 0.4 per cent.

Although it is still early to draw
firm conclusions, there are encour-
aging signs that the panic selling
and fear which IR hoped to spread
hasbeen largely contained and that
after a knee-jerk sell-off, stability
has quickly returned. Although
Noble’s share price has not yet re-
covered to the pre-Iceberg level,
some observations are now possi-
ble.

Perhaps most important is that
the market looks like it has adapted

over the intervening years and is
now learning how to react to a sud-
den short-selling episode.

Muddy Waters-Olam was the
first such attack on a major blue
chip that involved a voluminous re-
port that contained comprehensive
and plausible arguments, so it ex-
tracted maximum impact because
the market was unsure of how to
dealwithsuchasituation. In the im-
mediate aftermath of the release of
Muddy Waters’s report, there was
understandably, first of all, shock,
followed by panic selling and then
plenty of outrage.

Caughtoff-guard,Olamveryvol-

ubly threatened legal action, expert
observers weighed in with their
views on the merits of Muddy
Waters’s arguments and the ethics
ofshort-sellingwererobustlydebat-
ed.

Forthosewhocanrecall thatepi-
sode, it lasted several months, with
Muddy Waters even reiterating its
“sell’’ on Olam a few months after
the initial report.

This time round, with Noble
though, it looks like the investing
public is better prepared with com-
panies and brokers having learnt
valuable lessons from Muddy Wa-
ters-Olam.

Noble’s response has been mea-
sured, calm and confidence-inspir-
ing – all of which is of paramount
importance when uncertainty
shrouds sentiment, when panic
could set in and when questions
abound.

Perhaps jolted by the Olam inci-
dent, analysts covering the com-
modities sector appear to have
upped their game – several reitera-
ted their positive stance on Noble
immediately after Iceberg’s report,
saying that the accounting issues
raised were not new and had been
known for years.

TheMonetaryAuthorityofSinga-
pore too has said that it was look-
ing into whether any laws were
breached,astatementwhichproba-
bly also helped shore up confi-
dence,even if therearedoubtsover
jurisdiction and enforceability be-
causemostshort-sellerssuchas Ice-
berg and Muddy Waters are not
headquartered here.

No matter, the important point
to note is that the “shock and awe’’
impact of short-selling reports
looks to have lessened over the
years – companies, brokers and the
authoritiesarenow betterprepared
to deal with what was once a pan-
ic-inducing situation.

Does this mean short-selling at-
tacks will cease? No, there will al-
ways be scope in any market for al-
ternative voices and if there’s some
money to be made from offering
such a voice, then it will be offered.

But it does mean that with the
market getting more used to such
episodes, short-sellers may find it
harder to have things their way.
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Short-sell attacks likely
to have less impact as
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Noble’s response
has been measured,
calm and
confidence-inspiring.

Mr Shaw says that
going forward,
Beyonics will focus on
its higher-margin
businesses of making
components for the
medical and
automotive sectors,
where operating profit
margins can be 8-12%
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