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Daibochi Plastic & Packaging Industry

Growth driven by Malaysia and Myanmar plants

INVESTMENT HIGHLIGHTS

e FY17 results met expectation

e 4QFY17 PAT +43%yoy boosted by Myanmar

e Growth to be seen from plants in both countries

e BUY with higher TP of RM2.59 (from RM2.51 previously)

FY17 results met expectation. Daibochi's FY17 earnings came in
within expectation, making up 96% of ours and consensus’ full year
estimates. It has announced an interim dividend of 1.3 sen, bringing
ytd DPS to 4.8 sen.

Net profit improved by 6% to RM27.1m from RM24.5m in
FY16. This is attributed to sales that grew 5% yoy. The improvement
in its profits are due to better PAT margin (+0.4 ppt), contribution from
Myanmar that started in 3QFY17 and wastage control in the Malaysia
plant.

4QFY17 PAT +43%yoy boosted by Myanmar. The contribution
from Myanmar brought 4QFY17 PAT to RM8.5m. At the PBT level,
Daibochi Myanmar contributed 14%. The five-year income tax waiver
granted by the Myanmar Investment Committee has also started from
November 22, 2017. We understand that operations at Myanmar are
going smoothly. Daibochi Myanmar has also exported seven containers
of flexible packaging to eight Malaysia-based customers in December
2017.

Growth to be seen from plants in both countries. Back in
Malaysia, Daibochi is expected to deliver new orders to new customers
worth RM27m. As for Myanmar, sales may grow by another RM25m
from sales with existing customers, beverage labelling, new local sales,
exports and new MNC customers that already have operations in
Myanmar. Daibochi has also planned to invest about RM10m in printing
machine and high-speed slitter for the Malaysia plant. It has earmarked
about RM7m for the Myanmar plant, which will see the addition of an
extrusion machine, slitting, printing and rewinding machine.

Expect higher sales and margins for FY18F/FY19F. Due to the
brighter prospects ahead, we have incorporated higher sales and
margins as we anticipate better product mix in Malaysia coupled with
improving operation efficiency in both plants. As a result, we have
revised our FY18/FY19 revenue by +2.3%/+2.5% to RM451m/RM488m
respectively. Following which, our PAT estimates are also revised by
+8%/+9% to RM36.5m in FY18 and RM42.1m in FY19.

BUY with higher TP of RM2.59 (from RM2.51 previously). We
maintain our BUY recommendation as we revised our earnings
estimates. Our valuation method, based on the dividend discount model
with a terminal growth rate of 3.2%, is unchanged.
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Maintain BUY

Adjusted Target Price (TP): RM2.59
(Previously RM2.51)
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Board / Sector
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Market cap. (RM'm)
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+14.2%

1,853.07
8125 / DPP MK
Main/ Industrial

Yes
327.89
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INVESTMENT STATISTICS
FYE Dec (RM'm)
Revenue
Cost of goods sold
Gross profit
Profit before tax
Income tax expense
Net profit
PATAMI
EPS (sen)
EPS growth (%)
PER (x)
Net dividend (sen)
Dividend yield (%)
Gross profit margin (%)
Profit before tax margin (%)
Net profit margin (%)

Source: Company, MIDFR

FY2015
345.0
-293.1

51.9
35.7
-9.0
26.7
26.7
8.1
-59.9
28.5
5.9
2.5
15.0
10.4
7.7

FY2016
371.2
-322.0

49.2
30.0
-5.4
24.5
24.5
7.5
-8.3
31.1
5.4
2.3
13.3
8.1
6.6

FY2017
388.7
-366.2
39.9
35.7
-8.7
27.1
26.0
7.9
6.0
29.3
4.8
2.3
10.3
9.2
7.0
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FY2018F FY2019F
451.0 488.0
-399.1 -431.1

51.9 56.9
48.3 54.9
-9.4 -9.9
38.9 45.0
36.5 42.1
11.1 12.8
40.7 15.1
20.8 18.1
6.1 6.8
2.6 2.9
11.5 11.7
10.7 11.2
8.1 8.6



DAIBOCHI: FY17 Results Summary

FYE Dec (RM'm)

Revenue
Profit from operations

Finance costs
Share of profit of equity-accounted
associate

Profit before tax
Income tax expense
Profit after tax
Basic EPS (sen)

PBT margin (%)

PAT margin (%)

Tax rate (%)
Geographical Segments
Revenue

Malaysia

Australia

New Zealand

Myanmar

Non-current assets
Malaysia

Myanmar

Australia

Non-current assets margin (%)
Malaysia

Myanmar

Source: Company, MIDFR

Quarterly Results

4QFY17  4QFY16 :/?;
105.7 90.4 16.9
11.3 7.7 46.6
(0.9) (0.7) 32.3
0.8 0.2 218.9
11.2 7.3 53.7
2.7) (1.3) 102.7
8.5 5.9 42.7
2.4 2.2 11.0
10.6 8.0 2.5
8.0 6.6 1.4
24.3 18.4 5.9
78.2 73.5 6.4
19.6 16.1 21.71
1.0 0.7 36.36
6.8 N.A. N.A.
129.7 141.1 (8.1)
42.9 N.A.
0.1 0.1 (27.3)
1.7 1.9 1.5
6.3 N.A. N.A.

QoQ
(%)

3.6
0.9
16.6

>500

50.3
0.0
8.9
10.0

+/(-) ppts
0.3
0.4
(1.6)

3.8
3.9
(27.9)
6.0

(2.1)
(3.4)
0.0

-0.1
-0.6
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Cumulative Results

FY17

388.7
37.6
(3.0)

1.2

35.7

(8.7)

27.0
7.9

9.2
7.0
24.3

298.3
72.6
4.4
13.3

129.7
42.9
0.1

1.7
6.3

FY16

371.2
33.7
(2.8)

0.1

31.0

(5.4)

25.6
7.5

8.4
6.9
17.5

306.7
61.3
3.1
N.A.

141.1
0.0
0.1

1.9
N.A.

YoY
(%)
4.7
11.7

9.6
>500

15.3

60.1
5.8
5.9

0.8
0.1
6.8

2.7)
18.4
42.9
N.A.

(8.1)
N.A.
(27.3)

-0.3
N.A.
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DAILY PRICE CHART
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it should
not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to change
without notice. The research analysts will initiate, update and cease coverage solely at the discretion of
MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may have
interest in any of the securities mentioned and may benefit from the information herein. Members of the
MIDF Group and their affiliates may provide services to any company and affiliates of such companies
whose securities are mentioned herein This document may not be reproduced, distributed or published
in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS

STOCK RECOMMENDATIONS
BUY Total return is expected to be >10% over the next 12 months.
TRADING BUY Sto_ck price is expec.tgd to rise by >10% within 3-months after a Trading Buy rating has been
assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

Stock price is expected to /a// by >10% within 3-months after a Trading Sell rating has been
assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

TRADING SELL

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



