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BUY

Current Price RM3.70
New Target Price RM4.30
Previous Target Price -
Previous Recommendation -
Upside To Target 15%

Stock Codes

Masa DAIBOCHI1/8125
Bloomberg DPP MK

Stock & Market Data

KLCI 1,301.94
Listing Main Board
Sector INDUSTRIAL
Syariah Compliant Yes
Par Value RM1.00
Issued Shares 75.902 mn
Market Capitalisation RM283.1 m
YTD Chg In Share Price +62.2%
52-week Hi/Lo RM3.87/RM0.49
3M Average Volume 307,114 shares
Estimated Free Float 76%

Majority Shareholders
Low Chan Tian (11.6%)
Datuk Wong Soon Lim (6.50%)
Teh Kim Hong (3.66%)

Key Indicators @ FYEDec09

ROA 11.9%%
ROE 19.2%
Net Debt/Equity 0.12
Price/NTA 2.30x

Share Price Performance Chart

RM3.70

Potential big boost from new Fonterra account
FY09 earnings were 12.3% better than forecast.
Margin improvement continued at the plastic packaging
materials segment. A steady share price gain continues
on promising prospects for a 12% earnings growth and
a sustained medium term dividend of 4.8% yield. We
continue to view this as a medium-term holding.
Following the recent acquisition of the BAT (British
American Tobacco) account that is now gradually
building up in volume terms supplying to the Singapore
operations (with packaging for six-stick packs in
Vietham next), Daibochi added milk producer
Fonterra’s Australia account. Fonterra has 30% share
of the world dairy export. Daibochi supplied packaging
solutions for 5 SKUs (stock-keeping units) of shredded
cheese for starters, and is poised to move into butter
wrap as well. That Daibochi solved a sensitive high
leakage incidence problem for Fonterra Australia in
food packaging opens the door to serving Fonterra’s
SEAsia regional needs as well.

The share price continues to notch up 52-week highs,
with investors recognizing its stature as a growth stock.
We have upgraded our price target to RM4.30, sticking
to our BUY recommendation.

A Quick Take on 4Q09 Results

Revenues were down -3.7%YoY but 1.4% up QoQ,
remaining in line with expectations. 4Q09 margins
appear to have slackened to the lowest in 3 quarters at
12.6%, down from 13.4% in 3Q09. The already low
16.3% effective tax rate slipped further to 11.1%. Flat
sales are a function of the lower cost of plastics being
passed on to customers and a recession-driven
cautious stance by multinational clients who make up
67% of revenues, skewing orders towards smaller
packages. The benefits from lagging and incomplete
passing on of cost savings of falling material resin and
film costs which boosted margins have come to an end
as petrochemical prices edge upwards. In addition,
Daibochi’s reinvestment credit expires in 2010, and the
effective tax rate will revert to 24% in FY2010.

Recommendation

Our retained forecast is for FY2010 earnings to rise to
RM23.5m, representing only a +3.4% growth. We
expect some margin gains as BAT ramps up orders.
Valuation remains undemanding at 12.0x FY10 and
10.8x FY11, despite the anticipated tax hike in FY10.
Financial strength strengthened sharply in FY09 and
should swing to a net cash position by FY11. Payment
of better dividends in 2011 should follow. Strong growth
is backed by ongoing trends of flexible packaging
displacing metal/rigid plastic containers for an array of
consumer goods, and strong export growth on MNC
orders. The prospective yield is 4.0%, giving the stock
an anticipated 12-month total return of 19%. BUY
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Investment Statistics

Solvent
9%

Aluminium Foil
Polyester Film 12%
11%

PP Resin
10%

FYE 31% Dec 2007 2008 2009 2010F 2011F
Revenue (RM m) 202.4 217.2 221.8 252.0 274.3
Net Profit (RM m) 8.7 8.2 22.8 23.5 26.2
Growth (%) 60.0% -6.1% 179.1% 3.4% 11.3%
EPS (sen) 11.4 10.7 30.0 31.0 34.5
DPS (sen) 4.0 6.0 15.0 15.0 15.0
NTA/Share (RM) 1.453 1.498 1.624 1.822 2.054
Net Cash/(Debt) (RM m) (21.95) (27.58) (14.73) (9.73) 1.08
Net Debt/Equity (RM m) 19.9% 24.3% 12.0% 9.2% n.m.
PER (X) 32.6 34.7 12.4 12.0 10.8
Dividend Yield (%) 1.1% 1.6% 4.0% 4.0% 4.0%
ROE (%) 8.08% 7.28% 19.2% 18.01% 17.82%
ROA (%) 4.61% 4.37% 11.9% 12.54% 13.96%
P/NTA (x) 2.57 2.49 2.30 2.05 1.82
Income Statement - FY 31%'Dec 3M 3M 3M 9% chg % chg oM 9M 9% chg
(RM 000s) Dec-08 Sep-09 Dec-09 QoQ YoY Dec-08 Dec-09 YoY
Revenue 56,670 53,817 54,580 1.4% -3.7% 217,165 221,788 2.1%
Expenses excluding finance costs (53,737) (47,037) (47,958) 2.0% -10.8% (207,582) (196,851) -5.2%
Other operating income (350) 595 289 -51.4% -183% 1,538 3,142 104%
Profit from operations 2,583 7,375 6,911 -6.3% 168% 11,121 28,079 152%
Finance costs (316) (160) (120) -25.0% -62% (1,603) (837) -47.8%
Share of results of associated co (123) (25) 87 -448% -171% (508) (101) -80.1%
Profit before tax 2,144 7,190 6,878 -4.3% 221% 9,010 27,141 201%
Tax expense 26 (1,173) (763) -35.0% (701) (3,957) 464%
Profit for the period 2,170 6,017 6,115 1.6% 182% 8,309 23,184 179%
Attributable to:
Equity holders of the parent 2,270 5,913 6,055 2.4% 167% 8,156 22,763 179%
Minority Interest (100) 104 60 -42.3%  -160% 153 421 175%

2,170 6,017 6,115 1.6% 182% 8,309 23,184 179%
Effective tax rate (%0) -1.2% 16.3% 11.1% 7.8% 14.6%

Raw Material Cost Breakdown
Ink PE f"m PE Resin
Adhesive 7% 5% 18%
7%
Metalized Polyester PP Film
Film 13%
8%

The opinion and information contained herein are based on available data believed to be reliable and this report is provided for information purposes only. It is not to be construed as
an offer, invitation to buy or sell the securities mentioned herein. Jupiter Securities Sdn Bhd does not warrant the accuracy stated in any manner herein and no reliance upon such
things by anyone should give rise to any claim whatsoever. The directors and staff of Jupiter Securities Sdn Bhd may have an interest in the securities mentioned.
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