
 

           
MIDF RESEARCH is a unit of MIDF AMANAH INVESTMENT BANK 

Kindly refer to the last page of this publication for important disclosures 
 

11 November 2016  | 3QFY16 Results Review  

Daibochi Plastic & Packaging Industry Maintain NEUTRAL  

Expansion expected to reduce cost going forward Unchanged Target Price (TP):RM2.14 

  

INVESTMENT HIGHLIGHTS 

• 9MFY16 earnings broadly within expectations 

• Margins have stabilised in the latest quarter 

• Additional product line for new Australian client 

commenced  

• Maintain NEUTRAL with an unchanged TP of RM2.14 

9MFY16 earnings broadly within expectations. Daibochi’s net 

profit for the period came in at RM18.6m, making up 70% of our full 

year forecast. It was down by -7.7% from RM20.1m a year ago. The 

lower earnings was mainly due to higher labour costs, lower forex 

gain, repair and maintenance expenses, as well as air freight cost for 

a new product launch. Revenue rose by 7.2%yoy to RM280.8m 

during the period due to higher export sales. The company has 

announced an interim dividend of 1.32sen, which will go ex on Nov 

25. That brings its cumulative FY16 dividend to 4.1sen. 

Margins have stabilised in the latest quarter. As for 3QFY16, 

profit recorded RM6m, which was an -11% drop from RM6.8m last 

year.  However, net profit only slid by -1.2%qoq, indicating that 

margins have stabilised. If not for the increase in overtime wage 

payouts during the quarter, its costs could have normalised. Recall 

that the company incurred high repair and maintenance costs as well 

as air freight costs in the second quarter, which dragged down its 

profit margins. Its net profit margin was unchanged at 6.3% and pre-

tax profit maintained at 7.7% in the latest quarter.  

Additional product line for new Australian client commenced. 

Daibochi has started the production of flexible packaging for its new 

customer in Australia in 3QFY16. This is the first out of the two 

product lines for this new customer. It will deliver the second product 

line in the fourth quarter. We expect the new orders from this MNC 

client to contribute more to its sales in the coming quarters. The 

engagement with this new client may also win Daibochi more orders 

in the future under its other range of products, which will in turn help 

the company to further expand its market share in Australia. 

Export sales increased to 55% from 52% previously. 

Daibochi’s stronger revenue was primarily due to it higher export 

sales, which rose by 14.6%yoy. Export contribution to sales has also 

increased as a result. Australia and New Zealand make up 30% of its 

export sales while the remaining 70% is to Southeast Asia countries. 

We are positive with the new customer from Australia as it could 

open doors to Daibochi for more opportunities there.  

 

RETURN STATS 

Price (10 November 2016) RM2.28 

Target Price RM2.14 

Expected Share Price Return -6.1% 

Expected Dividend Yield +2.7% 

Expected Total Return -3.4% 

 

STOCK INFO 

KLCI 1,652.74 

Bursa / Bloomberg 8125 / DPP MK 

Board / Sector  Main/ Industrial 

Syariah Compliant Yes 

Issued shares (mil) 272.1 

Par Value (RM) 1.00 

Market cap. (RM’m) 620.51 

Price over NA 1.69 

52-wk price Range  RM1.79– RM2.44 

Beta (against KLCI) 0.46 

3-mth Avg Daily Vol  0.05m 

3-mth Avg Daily Value  RM0.11m 

Major Shareholders (%)  

    Chan Tian Low  10.36 

    Apollo Asia Fund Limited 9.40 

    Lim Koy Peng  8.50 

    Soon Lim Wong 5.85 
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Plant 2 expansion on track. The second phase of plant 2 expansion is expected to be completed by year-end as 

scheduled. The facility which will have a built up area of 140,000sq ft will house the new blown film machine. With 

the in-house production of base films, it will be able to save on material costs. The new plant is also expected to 

boost production efficiency and reduce operating costs.  

Record sales in sight. With the expansion plan and new Australian customer, Daibochi is en route to achieve record 

sales for FY16. That said, its higher income had been offset by higher costs, which was mainly attributed to higher 

salaries. For 9MFY16, sales had made up 80% of our full year estimates. The record sales is highly possible due to the 

new product line that it will deliver in the fourth quarter. 

Maintain NEUTRAL with an unchanged TP of RM2.14. We are maintaining our NEUTRAL recommendation with 

an unchanged FY17 TP of RM2.14 per share. Our valuation is premised on the dividend discount model.  

 

INVESTMENT STATISTICS 

FYE Dec (RM'm) FY2013 FY2014 FY2015 FY2016F FY2017F 

Revenue 310.3  344.5  345.0  348.7 354.8 

Cost of goods sold (273.3) (312.5) (308.4) (311.8) (317.4) 

Gross profit 37.0  32.0  36.6  36.8 37.5 

Finance costs (1.1) (1.9) (2.4) (1.2) -1.2 

Profit before tax 36.9  31.1  35.7  35.6 36.2 

Income tax expense (9.0) (7.3) (9.0) -8.9 -9.1 

Net profit 27.8  23.7  26.7  26.7 27.2 

EPS (sen) 24.2  20.9  23.5  23.5  37.5 

EPS growth (%) 12.7  (19.1)   3.6  -1.2 

EPS* (sen) 10.0  8.7  9.8  9.8  9.9 

PER (x) 22.7  26.3  23.3  23.3  22.9  

Net dividend (sen) 6.3  5.6  5.9  6.3  6.6  

Dividend yield (%) 2.7  2.5  2.6  2.7  2.9  

Gross profit margin (%) 11.9  9.3  10.6  10.6  10.6  

Profit before tax margin (%) 11.9  9.0  10.4  10.2  10.2  

Net profit margin (%) 9.0  6.9  7.7  7.7  7.7  

*revised based on share split and bonus issue which were completed on February 22, 2016 

Source: MIDFR 
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Source: MIDFR, Company 

 

Daibochi: 3QFY16 RESULTS SUMMARY 

 

Source: MIDFR, Company 

DAILY PRICE CHART 
 

 

Aaron Tan Wei Min | 

                       Ng Bei Shan 

ng.bs@midf.com.my  
03-2173 8461 

 

FYE Dec (RM'm) 
Quarterly results Cumulative results 

3QFY16 3QFY15 YoY (%) QoQ (%) 9MFY16 9MFY15 YoY (%) 

Revenue 94.1  86.0  9.4  (3.1) 280.8  261.8  7.2  

Profit from operations 8.0  9.4  (14.8) (2.5) 24.9  26.8  (6.9) 

Finance costs (0.8) (0.7) 14.4  7.9  (2.1) (1.7) 23.0  

Share of profit of equity-
accounted associate 

(0.0) 0.4  (108.4) (27.5) (0.2) 1.8  (108.8) 

Profit before tax 7.2  9.1  (21.5) (3.3) 22.7  26.8  (15.5) 

Income tax expense (1.2) (2.4) (50.5) (12.9) (4.1) (6.7) (38.9) 

Profit after tax 6.0  6.8  (11.2) (1.2) 18.6  20.1  (7.7) 

Basic EPS (sen) 2.2  2.5  (10.1) 0.0  6.8  7.4  (7.7) 

      +/(-) ppts       

PBT margin (%) 7.7  10.6  (3.0) 0.0  8.1  10.2  (2.2) 

PAT margin (%) 6.3  7.9  (1.6) 0.0  6.6  7.7  (1.1) 

Tax rate (%) 18.2  26.0  (7.8) 0.0  18.1  25.0  (6.9) 

Geographical Segments               

Revenue               

Malaysia 81.2  77.3  5.0  0.0  233.2  224.0  4.1  

Australia 15.3  11.5  32.6  0.0  45.2  35.0  29.0  

New Zealand 0.5  0.8  (36.2) 0.0  2.4  2.8  (14.9) 

Non-current assets               

Malaysia 139.0  138.5  0.3  0.3  139.0  125.2  11.0  

Australia 0.1  0.1  (1.9) (1.9) 0.1  0.1  (19.2) 

New Zealand 0.0  0.0  100.0  100.0  0.0  0.0  (33.3) 
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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 
Stock price is expected 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. 

TRADING SELL 
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 

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. 


