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Daibochi Plastic & Packaging Industry
Strong topline growth from MNC clients

Maintain NEUTRAL
Unchanged Target Price (TP): RM4.61

INVESTMENT HIGHLIGHTS

e Daibochi’s 2QFY14 sales surged +25.2%yoy to RM86.975m RETURN STATS
e Growth was mainly contributed by the expansion in export

revenue from new MNC customers in the F&B sector iz e L2 ALY
e Expecting stronger 2HFY14 despite weak 1HFY14 profit Target Price RM4.61

¢ Declared second tranche tax exempt dividend for FY14 of Expected Share Price

4.8%
3.5sen per share Return A
¢ Maintain NEUTRAL with an unchanged TP of RM4.61 Expected Dividend Yield +3.7%
Expected Total Return +8.5%
Expecting stronger earnings in 2HFY14. Daibochi’'s 2QFY14
earnings expanded +3.3%yoy to RM6.2m. However, 1HFY14
cumulative profit of RM12.8m was down by -2.4%yoy. Although, STOCK INFO
6MFY14 cumulative earnings failed to keep pace with ours and KLl P
consensus full year's estimates, we are expecting a stronger '
2HFY14 as this has been the general historical trend. Bursa / Bloomberg D?PZEI\)//IK
Double digit growth in revenue for 1HY14. Revenue in 1HFY14 Board / Sector Mainélnctiustrial
eclor
rose +24.2%yoy to RM177.4m. This growth was attributable to . _
export contributions from new MNC customers in the F&B sector. Syariah Compliant Yes
The growth was further supported by the increased sales from Issued shares (mil) 113.5m
existing customers.. ITZarlle.r this year, Da|boch|. has.lncorporated a Par Value (RM) e
wholly-owned subsidiary in New Zealand, Daibochi New Zealand
and revenue from this subsidiary has been reflected in this quarter’s Market cap. (RM'm) 500.2
results. Price over NA 3.15x
Earnings decreased due to higher raw material prices. 52-wk price Range RRI\'\/I/I:Z.?4 -
Daibochi’s 1HFY14 earnings were marginally impacted by the :
higher prices of polyethylene and polypropylene resins and films. Beta (against KLCI) 1.01
The electricity tariff hike and rising operating expenses due to 3-mth Avg Daily Vol 0.03
higher wages also negatively impacted quarterly earnings. Net _
profit margin declined -2.0pp to 7.2%, the lowest during the past =-mthiAvg Daily Valus G L2
two years. However, Daibochi is expected to be able to reduce its Major Shareholders (%)
electricity usage significantly with its energy saving plan that is ,
Chan Tian Low 8.88
expected to be fully enforced by year end.
.. . ) ) Lim Koy Peng 7.58
Declared dividend of 3.5sen per share. Daibochi declared its
second tranche tax exempt dividend for FY14 of 3.5sen per share, Apollo Asia Fund Limited 7.47
translating into a cumulative 1HFY14 dividend of 7sen per share. Amanahraya Trustees Bhd 6.44
Impact on earnings. We are currently maintaining our earnings S L e 6.09

forecasts pending the company’s investors briefing later.

KINDLY REFER TO THE LAST PAGE OF THIS PUBLICATION FOR IMPORTANT DISCLOSURES
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Maintain NEUTRAL with an unchanged TP of RM4.61. We are maintaining our NEUTRAL stance on Daibochi with
an unchanged FY15 TP of RM4.61 per share. Our valuation is based on the dividend discount model. We are
expecting Daibochi to have better earnings in 2HFY14 as the company has historically performed better in the latter
part of the financial year.F5

Dividend discount model parameters

Risk free rate 4.10%
Cost of equity 9.27%
Market risk premium 6.25%
Terminal growth 4.00%
Beta 0.88

Source: MIDFR

Investment Statistics

FYE Dec (RM’'m) FY2012 FY2013 FY2014F FY2015F
Revenue 278.8 310.8 322.4 326.3
Cost of goods sold (247.3) (273.3) (282.3) (285.0)
Gross profit 31.5 37.5 40.1 41.3
Finance costs (0.9) (1.1) (0.8) (0.8)
Profit before tax 33.9 36.9 39.3 40.5
Income tax expense (8.9) (9.0 (9.8) (10.1)
Net profit 25.0 27.8 29.5 30.4
EPS (sen) 21.7 24.5 254 26.2
EPS growth (%) (18.8) 12.7 0.6 3.1
PER (x) 20.2 18.0 17.3 16.8
Net dividend (sen) 16.5 15.0 16.0 17.0
Dividend yield (%) 3.8 3.4 3.6 3.9
Gross profit margin (%) 11.3 12.1 12.4 12.7
Profit before tax margin (%) 12.2 11.9 12.2 12.4
Net profit margin (%) 9.0 9.0 9.1 9.3

Source: Company, MIDFR
DAILY PRICE CHART
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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 (%)
Segmental

Revenue

Packaging

Property development
Profit from operations
Packaging

Property development
Geographical Segments
Revenue

Malaysia

Australia

New Zealand
Non-current assets
Malaysia

Australia

New Zealand

Source: Company, MIDFR

2QFY14

87.0
8.7
(0.5)
0.1
8.4
(2.1)
6.2
5.5
9.6
7.1
25.6

86.4
0.5

8.7
0.6

771
9.4
0.4

YoY (%)

25.2
5.1
97.9
550.0
3.5
3.9
3.3
3.2

(2.0) p-p
(1.5) p.p

0.1 p.p

17.2

0.3

0.4
0.5

Quarterly results

QoQ (%)

(3.8)
(6.0)
9.9
153.7
(6.1)
(6.6)
(5.9)
(5.9)
(0.2) p.p
(0.2) p-p
(0.1) p-p

16.7
0.4
0.4

0.8
0.0
0.0
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Cumulative results

1HFY14  1HFY13
177.4 142.8
18.0 17.8
(0.9) (0.4)
0.1 0.2
17.2 17.6
(4.4) (4.4)
12.8 13.1
11.3 11.6
9.7 12.3
7.2 9.2
25.7 25.3
301.6 275.8
9.2 3.0
37.0 34.6
0.9 0.3
156.0 123.7
20.9 19.1
0.4 0.0
118.3 90.8
0.2 0.2
0.0 0.0

YoY (%)
24.2
0.8
97.8
(17.1)
(1.9)

25.8
6.2

2.4
0.6

32.3
1.8
0.4
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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 Stogk price is expectle.d to rise by >15% within 3-months after a Trading Buy rating has been
assigned due to positive newsflow.
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 fall by >15% 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.



