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R E G I O N A L    N E W S    /    D E A L    L O G

JP MORGAN PARTNERS DRIVES
SINGAPORE LBO SECTOR WITH
METALFORM DEAL
Singapore’s leveraged buyout market
saw one of its largest ever transactions
with the formation of a JV between JP
Morgan Partners Asia and Anthony and
George Ser, founders of Metalform Pte.
Ltd. Metalform is a precision
engineering firm serving hard disk drive
manufacturers. The Ser brothers will
retain a 49% stake and operating control under the deal, with
JP Morgan Partners taking 51%.

“The foundation of this deal is a mutual respect between
ourselves and the founding entrepreneurs,” explained Stephen
King, Managing Director of JP Morgan Partners Asia. “The
company is a market leader, and has very strong engineering
capability, and that’s led it to develop very close relations
with its major customers.”

JP Morgan Partners’ first Singapore LBO, the $127.3
million buyout of SingTel Yellow Pages with CVC Asia Pacific
in July 2003, was rated “Buyout of the Year” in AVCJ’s 2003
Asian Venture Capital Awards. Unable to announce a precise
value for the Metalform deal, King remarked only that: “This
one is larger than that one.”

“Metalform has always been a cash-rich company; in all
the last 25 years they’ve never borrowed from the banks,”
said Atin Kukreja, Associate Director at Macquarie Securities
Asia, who advised Metalform and the Ser family on the deal.

He explained to AVCJ that the main drivers of the deal were
to provide an exit for two of the founding Ser brothers who
had been inactive shareholders, and to broaden Metalform’s
management base with additional managerial talent from JP
Morgan Partners to support and assist the two active Ser
brothers.

“There used to be a stigma in Singapore attached to family
entrepreneurs selling their businesses,” Kureja remarked.
“Slowly Singaporean entrepreneurs are realizing that there
are other ways than waiting for an IPO to realize the value of
what they have built.”

“MetalForm supplies top covers to both Seagate and
Maxtor,” added Jonathan Koh, Associate Director at UOB
Kay Hian Research. “Being a privately owned company,
MetalForm has limited financial flexibility. The entry of JP
Morgan Partners Asia will strengthen its balance sheet for
further expansion, possibly in China.”

Some disk drive sector analysts pointed to
short-term business hurdles for the new entity.
“Our recent discussion with HDD component
suppliers suggests that the short-term outlook for
the industry is not favorable,” commented Dharmo
Soejanto, analyst at Kim Eng Securities.
“Indications from suppliers suggest that Q3 will
see a mild seasonal pick-up, culminating in single-
digit industry growth for the full year.”

“Precision engineering companies in
Singapore are very important to the HDD industry, given their
overwhelming market share in serving the few HDD makers
left,” remarked Russell Tan, Associate Director at NRA Capital
Pte. Ltd. But he went on to add, “serving such a volatile

industry has not been easy. A solely precision engineering
company serving the HDD industry will have a hard time
convincing equity markets that its profits can be sustained
past two to three years. Things are likely to get worse for HDD
makers and their component suppliers in the near term. In
the longer term, some more consolidation will likely take
place.”

King, however, sees a brighter long-term picture: “The
disk drive industry is a volatile industry, but has a lot of growth
prospects over the next few years. Disk drive makers are
sourcing from a few key relations for each product. They’re
looking to reduce the number of people they source from over
time; this company’s well positioned to benefit from that.”

China will clearly be leading some of the company’s future
growth. “China’s becoming increasingly important as well,
and the company’s positioning itself to meet that demand”

King confirmed. “Singapore will remain important,
though.” JP Morgan Partners recently made
another buyout in mainland China in April, of
Sanda Kan Industrial, a toy train and hobby item
manufacturer.

Asked about future exits from the Metalform
investment, King replied: “It’s still quite a way off;
there are multiple ways later on, including potential
listing or selling to a strategic buyer.”

“There is no shortage of investors if
management subsequently decides to list

Metalform on the local bourse,” added Koh. “As long as
Singapore tech stocks continue to trade at a discount to
their counterparts in the US, then investors will continue to
find value and opportunities.” -PSM
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