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Daibochi Plastic & Packaging Industry

Local sales exceeded export sales

INVESTMENT HIGHLIGHTS

e Daibochi’s 1QFY15 sales fell -4.7%yoy to RM86.2m

e The fall in revenue was due to a slowdown in demand
from export markets and the delayed product line

¢ Earnings also decreased by -6.3%yoy to RM6.2m

e The drop in earnings was attributable to the decreased
turnover, sales mix and increase in depreciation and
labour costs

¢ Declared first tranche tax exempt dividend for FY15 of
3.5sen per share

e Upgrade to NEUTRAL (negative bias) with a revised TP of
RM3.83 per share

Within our expectations. Daibochi's 1QFY15 earnings were within
our expectations yet lagging the market’s, accounting for 22.9% and
19.8% of ours and consensus full year forecasts respectively.

1QFY15 revenue decreased by -4.7%yoy. Revenue for 1QFY15
decreased to RM86.2m. This decrease was mainly due to the
contraction in export sales to multi-national (MNC) customers in the
ASEAN region. Export sales composition which previously made-up
the bulk of the group’s revenue contracted by 6ppts to only 47% of
group revenue. Furthermore, the two new production lines which
were expected to come onstream in 1QFY15 have been delayed to
2QFY15 and 3QFY15 respectively.

Earnings followed suit declining by -6.3%yoy. Daibochi’s
earnings declined with a bigger percentage of -6.3%yoy to RM6.2m.
The decline is attributable to the decreased turnover, sales mix and
increase in depreciation and labour costs. This has caused profit
margins to slightly contract by 0.1ppts.

Declared dividend of 3.5sen per share. Daibochi declared its first
tranche tax exempt dividend for FY15 of 3.5sen per share. This is the
same payout as in 1QFY14.

Impact on earnings. Due to the lower export sales and delayed
materialisation of production lines, are revising our earnings forecasts
for FY15 and FY16 downwards by -3.9% and -4.7x% to RM25.8m
and RM26.7m respectively.
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Upgrade to NEUTRAL with a revised TP of RM3.83. We upgrade Daibochi to NEUTRAL with a revised FY16 TP
of RM3.83 per share. Our rolled-forward base year valuation is premised on the dividend discount model, with a cost
of equity of 9.27% and terminal growth of 4.0%. We believe that the valuation for Daibochi is more manageable now
after the steep slump in share price since February 2015. We recommend investors who have exposure in Daibochi to
stay invested as the dividend yield remains decent. In addition, the two additional production lines could potentially
boost production figures for the company moving forward. More updates pending company briefing.

INVESTMENT STATISTICS
FYE Dec (RM m) FY2012 FY2013 FY2014 FY2015F FY2016F
Revenue 278.8 310.3 344.5 344.1 348.7
Cost of goods sold (247.3) (273.3) (312.5) (308.6) (311.9)
Gross profit 31.5 37.0 32.0 35.5 36.8
Finance costs (0.9) (1.1) (1.9) (1.1) (1.2)
Profit before tax 33.9 36.9 31.1 34.4 35.6
Income tax expense (8.9) (9.0) (7.3) (8.6) (8.9)
Net profit 25.0 27.8 23.7 25.8 26.7
EPS growth (%) (18.8) 12.7 0.5 (11.9) 3.6
PER (x) 19.9 17.9 20.7 19.5 18.8
Net dividend (sen) 16.5 14.5 13.0 14.1 15.1
Dividend yield (%) 3.8 3.5 3.0 3.3 3.5
Gross profit margin (%) 11.3 11.9 9.3 10.3 10.6
Profit before tax margin (%) 12.2 11.9 9.0 10.0 10.2
Net profit margin 9.0 9.0 6.9 7.5 7.7
Source: MIDFR
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Daibochi : 1QFY15 RESULTS SUMMARY

FYE Dec (RM'm)

Revenue

Profit from operations

Finance costs

Share of results of an 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
Non-current assets
Malaysia

Australia

New Zealand
Source: Company, MIDFR

1QFY14

90.4
9.3

(0.4)
0.0
8.9

(2.3)
6.6
5.8

9.8
7.3
25.7

78.9
11.5
0.0

113.1
0.2
0.0
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Quarterly results
4QFY14 1QFY15 YoY (%) QoQ (%)

84.0 86.2 (4.7) 2.5
6.9 7.8 (15.9) 13.5
(0.5) (0.5) 20.6 (2.9)
0.8 0.9 2,007.3 8.3
7.1 8.1 (8.3) 14.1
(1.2) (2.0) (14.2) 59.3
5.9 6.2 (6.3) 4.7
5.2 5.5 (6.0) 4.6
+/(-) ppts
8.5 9.5 (0.4) 1.0
7.0 7.2 (0.1) 0.2
17.3 24.1 (1.6) 6.8
74.4 76.4 3.9 7.0
9.4 8.9 (1.1) (1.9)
0.3 0.9 0.3 0.9
(1.6) 123.7 117.3 104.1
(0.0) 0.1 0.1 0.2
(0.0) 0.0 n.a. n.a.
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

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 >15% over the next 12 months.
TRADING BUY gis:géknep;i%eu;stixgs;ttie\?et:ex;;ﬁota/' >15% within 3-months after a Trading Buy rating has been
NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months.
SELL Total return is expected to be <-15% over the next 12 months.

Stock price is expected to fa// by >15% within 3-months after a Trading Sell rating has been

TRADING SELL assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

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.



