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• Contract negotiations hold promise. Daibochi’s prospects for 2011 look promising 
as its negotiations with some of its new or potential MNC customers such as BAT, 
Pepsico and major E&E companies are going well, suggesting that it could secure 
some major contracts, possibly later this year. Although raw material prices 
continued to head higher in 1Q11, the company was able to pass the costs on to its 
customers. We maintain our FY11-12 EPS forecasts while noting that the potential 
for upside if the company clinches some major contracts over the next few quarters. 
This could catalyse the stock, along with margin recovery and the attractive dividend 
yields of 8-9%. We reiterate our OUTPERFORM rating and target price of RM3.92, 
which is based on a 30% discount to our CY12 target market P/E of 14.5x. Daibochi 
remains our top pick in the packaging sector. 

• 2011 promises to be a better year. This year should be a better year for Daibochi 
as its efforts to secure business from some MNCs and major E&E companies should 
start paying off. We estimate that success in negotiations with either Pepsico 
Thailand or Pepsico Australia could boost Daibochi’s FY12 EPS by 10-20%.  

• Showing pricing power amid cost rise. Daibochi’s pretax profit margin has been 
declining over the past few quarters. Although raw material prices increased 10% on 
average in 1Q11, we expect the pretax margin to start recovering in 1Q11 as the 
company has been able to pass on most of the rise in raw material costs since the 
end of last year, having raised its selling price at end-10 and also last month.  

  

 Financial summary 

FYE Dec 2009 2010 2011F 2012F 2013F 

Revenue (RM m) 221.8 267.7 282.8 311.1 345.3 

EBITDA (RM m) 33.1 31.0 41.6 47.2 51.8 

EBITDA margins (%) 14.9% 11.6% 14.7% 15.2% 15.0% 

Pretax profit (RM m) 27.1 23.8 33.2 38.7 43.3 

Net profit (RM m)  22.7 18.2 25.3 29.3 32.9 

EPS (sen) 29.9 24.0 33.3 38.6 43.3 

EPS growth (%) 180.2% (19.8%) 38.8% 16.0% 12.2% 

P/E (x) 8.6 10.7 7.7 6.6 5.9 

Gross DPS (sen) 21.2 16.4 22.8 26.4 29.7 

Dividend yield (%) 8.3% 6.4% 8.9% 10.3% 11.6% 

P/BV (x) 1.6 1.5 1.3 1.2 1.1 

ROE (%) 18.4% 14.3% 17.7% 18.2% 18.6% 

Net gearing (%) 11.8% 17.4% N/A N/A N/A 

Net cash per share (RM) N/A N/A 0.02 0.25 0.45 

P/FCFE (x) 8.1 1,387.9 4.0 5.9 6.2 

EV/EBITDA (x) 6.4 7.1 4.7 3.8 3.1 

% change in EPS estimates                   N/A N/A N/A 

CIMB/Consensus (x)   1.03 1.04 1.01 

 

      

 Source: Company, CIMB Research, Bloomberg 

  

Price chart  Market capitalisation & share price info 

Market cap RM194m/US$65m Share price perf. (%) 1M 3M 12M 

12-mth price range RM3.45/RM2.36 Relative 3.8 5.8 (31.3) 

3-mth avg daily volume 0.0m Absolute 4.5 4.1 (21.7) 

# of shares (m) 76 Major shareholders % held 

Est. free float (%) 50.0 Low Chan Tian 11.7 

Conv. secs (m) None Datuk Wong Soon Lim 6.5 

Conv. price (-) - Teh Kim Hong 4.6 
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Visit highlights  

  

 
The main takeaway from our recent meeting with management is the upbeat outlook for 
2011. Its negotiations with some of its new or potential MNC customers such as BAT, 
Pepsico and major E&E companies are going well, suggesting that it could secure 
some major contracts, possibly later this year. Although raw material prices continued 
to head higher in 1Q11, the company was able to pass it on to its customers.  

  

 
Raw material cost increase 

  

 10% average price rise for raw materials in 1Q11. Daibochi’s raw material prices 
increased 10% on average in 1Q11, fuelled by a 15% rise in crude oil price to above 
US$100/barrel. While polypropylene (PP) and polyethylene (PE) prices rose 10% in 
1Q11, prices for other raw materials like polyester declined. Aluminium foil price was 
flat during the quarter.     

  

 Figure 1:  Breakdown of Daibochi’s raw materials (%) 
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 Figure 2:  Crude oil’s daily chart  

 

 
 Source: Company 

  

 Polyester price ease further in 1Q11. Polyester price rallied from US$2.30/kg at end-
3Q10 to as high as US$4.50/kg Dec last year. It has since eased to the US$3.00 level 
by end-Mar.  
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 Figure 3:  Polyester price (US$/kg) 
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 More downside for polyester price in 2012? Daibochi’s management holds the view 
that polyester price could fall back to RM2.00/kg next year as the spike in polyester 
price last year prompted companies to expand their capacity and the new supply will be 
coming onstream from 3Q11 onwards.      

  

 
New contracts and products 

  

 Negotiations with Pepsico. Since the end of last year, Daibochi has been in talks with 
Pepsico Thailand to supply its high-speed film to the latter. Negotiations are ongoing. 
The company has also been in discussions with Pepsico Australia to supply its film.  

Management did not indicate the potential contract size from Pepsico Australia but said 
that any such contract would be “meaningful” and would start sometime from 2H11 
onwards. We have not factored any potential earnings from Pepsico into our earnings 
forecasts. However, we estimate that success in negotiations with either Pepsico 
Thailand or Pepsico Australia could boost Daibochi’s FY12 EPS by 10-20%, if not 
higher.    

More jobs from BAT. Although Daibochi is the regional supplier for BAT, the company 
did not make much headway in 2010. This year promises to be much better. The 
company is expected to secure some packaging orders from BAT Vietnam. The order 
size from Vietnam is not big at less than RM5m annually but we view this as a good 
start. Daibochi is also talking to other BAT Asian offices. If successful, the impact 
should come through in the later part of 2H11.  

2012 the turning point for Tribosafe? To recap, Daibochi launched its electrostatic 
discharge (ESD) product called Tribosafe during the Taiwan semiconductor exhibition 
last Sep. The product was co-developed with US-based Lubrizol. In the past six 
months, Daibochi has secured from Hewlett-Packard (HP) worldwide certification for its 
moisture barrier bags. We understand it is currently in talks with HP on potential 
commercial sales of Tribosafe. We have not assumed any earnings from HP’s orders.  

Daibochi is also working on the qualification of Tribosafe with some of the world’s 
largest hard drive manufacturers. As the qualification could take some time, positive 
results are only likely to be seen in 2H11 and commercial sales are only expected to be 
seen from 2012 onwards.    

At the moment, Tribosafe is commercially sold to 3-4 suppliers in the Taiwanese 
market. Sales are small at less than RM2m annually. However, 2012 could be a major 
turning point for Tribosafe. By then, quite a number of major E&E companies would 
have already tried or have already heard of Tribosafe. Certification by the major E&E 
hard drives would be a major booster for Tribosafe.  

  

 
Outlook  

  

 2011 promises to be a better year. This year should be a better year for Daibochi.  
The company has been working together with some MNCs and major E&E companies 
since last year and its efforts should yield results this year. Management has always 
held the view that it takes time to win the confidence and trust of MNCs. MNCs are 
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generally conservative when it comes to making operational changes.  

Conservative revenue forecast. We have forecast only 6% revenue growth for 
Daibochi in 2011, driven mainly by organic growth of its existing customers. We have 
not included any major contracts from new customers. For 2012, we forecast revenue 
growth of 10%, reflecting some marginal contributions from new MNC customers.    

How much revenue impact for Daibochi in FY12? Assuming Daibochi secures some 
contracts from its new or potential MNC customers in 2H11, the full impact should be 
reflected from FY12 onwards. Depending on the amount of contracts that Daibochi 
secures from its new customers, FY12 revenue growth could be 10-18% higher than 
our forecast. Figure 4 shows the EPS sensitivity of Daibochi to various revenue growth 
rates. We will review our FY11-12 revenue and EPS forecasts if Daibochi secures any 
major contracts in the coming quarters.  

  

 Figure 4:  Sensitivity of FY12 EPS to revenue growth   

 

 

Revenue growth +10% yoy +20% yoy +30% yoy 

Revenue (RMm) 311.2 339.4                        367.6                        

EBITDA (RMm) 47.2 51.6                          55.9                          

EBITDA margin (%) 15.2 15.2                          15.2                          

Net profit (RMm) 29.3 31.9                          34.6                          

EPS (sen) 38.6 42.0 45.5

P/E(x)@RM2.59 6.7 6.2 5.7

0.094151671 9.4 9.4  
 Source: CIMB Research 

  

 
Valuation and recommendation  

  

 Recovery is in progress. Daibochi’s pretax profit margin has been on a declining trend 
over the past few quarters, mainly due to the sharp rise in raw material prices. 
However, we see signs of earnings recovery from 1Q11 onwards. The company has 
been able to pass on most of the rise in raw material costs since the end of last year as 
it raised its selling price at end-10 and also last month. 

Maintain OUTPERFORM. We maintain our FY11-12 EPS forecasts while noting that 
there is potential for upside if the company clinches some major contracts over the next 
few quarters. This could catalyse the stock, along with margin recovery and the 
attractive dividend yields of 8-9%. We reiterate our OUTPERFORM rating and target 
price of RM3.92, which is based on a 30% discount to our CY12 target market P/E of 
14.5x. Daibochi remains our top pick in the packaging sector. 

  

 Figure 5:  Daibochi’s quarterly revenue and pretax margin (%) 
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Figure 6: Sector comparisons  
       

 
   

     

Target  Core 3-yr EPS P/BV ROE Div  
 

Bloomberg  Price price Mkt cap P/E (x) CAGR (x) (%) yield (%) 
 

ticker Recom. (Local) (Local) (US$ m) CY2011 CY2012 (%) CY2011 CY2011 CY2011 

Daibochi DPP MK O 2.56 3.92 65 7.7 6.6 21.8 1.3 17.7 8.9 

Tomypak TOMY MK O 1.00 1.80 
 

36 4.3 4.0 23.2 1.0 25.6 8.5 

Simple average 
   

  6.0 5.3 22.5 1.2 21.7 8.7 
            

O = Outperform, N = Neutral, U = Underperform, TB = Trading Buy and TS =  Trading Sell 
Source: Company, CIMB Research 
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Financial tables 
   

PROFIT & LOSS  KEY RATIOS 

(RM m, FYE Dec) 2009 2010 2011F 2012F 2013F  (FYE Dec) 2009 2010 2011F 2012F 2013F 

Revenue 222 268 283 311 345  Revenue growth (%) 2.1 20.7 5.6 10.0 11.0 

Operating expenses (189) (237) (241) (264) (293)  EBITDA growth (%) 98.2 (6.3) 34.2 13.5 9.8 

EBITDA 33 31 42 47 52  Pretax margins (%) 12.2 8.9 11.7 12.4 12.6 

Depreciation & amortisation (8) (8) (9) (9) (9)  Net profit margins (%) 10.2 6.8 8.9 9.4 9.5 

EBIT 25 23 33 38 43  Interest cover (x) N/A N/A N/A N/A N/A 

Net interest & invt income 2 1 1 1 1  Effective tax rates (%) 14.8 21.4 23.0 23.0 23.0 

Associates’ contribution 0 0 0 0 0  Net dividend payout (%) 51.8 50.0 50.0 50.0 50.0 

Exceptional items 0 0 0 0 0  Debtors turnover (days) 76.5 71.5 70.5 62.7 62.4 

Others 0 0 0 0 0  Stock turnover (days) 60.7 58.3 62.3 56.1 50.3 

Pretax profit 27 24 33 39 43  Creditors turnover (days) 57.1 51.9 54.1 52.3 52.0 

Tax (4) (5) (8) (9) (10)        

Minority interests 0 (1) 0 (1) (1)        

Net profit 23 18 25 29 33        

Adj. wt. shares (m) 76 76 76 76 76        

Unadj. year-end shares (m) 76 76 76 76 76        

     

BALANCE SHEET  KEY DRIVERS  

(RM m, end Dec) 2009 2010 2011F 2012F 2013F  (FYE Dec) 2010 2011F 2012F 2013F 

Fixed assets 54 63 61 58 59  Capacity (tonnes p.a.)  20,800 22,000 22,000 22,000 

Intangible assets 0 0 0 0 0  Capacity utilisation (%) 66.0% 66.0% 72.0% 72.0% 

Other long-term assets 29 23 23 23 23                                

Total non-current assets 83 87 84 81 82                                

Cash and equivalents 6 6 42 60 75                                

Stocks 37 49 48 48 48                                

Trade debtors 47 58 51 56 62                                

Other current assets 15 12 22 22 22                                

Total current assets 104 126 163 185 206                                

Trade creditors 35 41 42 47 52                                

Short-term borrowings 17 25 35 35 35                                

Other current liabilities 1 2 1 1 1                                

Total current liabilities 53 69 78 83 88                                

Long-term borrowings 4 4 6 6 6                                

Other long-term liabilities 7 6 7 7 7                                

Total long-term liabilities 11 10 12 12 12                                

Shareholders’ funds 123 132 154 169 185                                

Minority interests 1 2 2 2 3                                

NTA/share (RM) 1.62 1.73 2.03 2.22 2.44                                

     

CASH FLOW  12M - FORWARD FD CORE P/E (X) 

(RM m, FYE Dec) 2009 2010 2011F 2012F 2013F  

Pretax profit 27 24 33 39 43  

Depreciation & non–cash adj.  8 8 9 9 9  

Working capital changes 0 (17) 9 0 (1)  

Cash tax paid (4) (5) (8) (9) (10)  

Others (5) (1) 0 0 0  

Cash flow from operations 27 9 44 39 42  

Capex (5) (10) (6) (6) (10)  

Net investments & sale of FA 0 0 0 0 0  

Others 0 0 0 (1) (1)  

Cash flow from investing (5) (10) (6) (7) (11)  

Debt raised/(repaid) 0 0 11 0 0  

Equity raised/(repaid) 0 0 0 0 0  

Dividends paid (11) (9) (13) (15) (16)  

Cash interest & others 2 1 0 1 1  

Cash flow from financing (9) (8) (1) (14) (16)  

Change in cash 13 (9) 36 18 15  

Change in net cash/(debt) 13 (9) 25 18 15  

Ending net cash/(debt) (15) (23) 1 19 34  
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   Source: Company, CIMB Research, Bloomberg 
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Appendix 

Technical outlook on Daibochi – base building completed?  
 

Base building completed. Daibochi’s share price has been building its base around 
the RM2.40-2.50 levels since last Dec. The weekly chart shows that the MACD 
confirmed its bullish “golden cross” a few weeks back, which is medium-term positive 
for the stock. The daily chart show a major resistance trendline at RM2.86. A break 
above this level supported by rising trading volumes would indicate the start of a 
medium-term uptrend for the stock. The share price is currently just above its 50-day 
SMA support at RM2.53.        

  

 Figure 1: Daibochi’s daily chart (RM2.56) 

 

  

 Source: Bloomberg, CIMB Research 

  

 Figure 2: Daibochi’s weekly chart (RM2.56) 

 

  

 Source: Bloomberg, CIMB Research 

  

 

 
 
 
 
 
 

Above 50-day SMA at RM2.53 
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recipient, our obligations owed to such recipient therein are unaffected. CIMBS has no obligation to update its opinion or the information in this research report. 

This publication is strictly confidential and is for private circulation only to clients of CIMBS. This publication is being supplied to you strictly on the basis that it will remain 
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly 
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMBS. 

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing authorities or 
governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, deposited or registered with UAE 
Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is being issued outside the United Arab Emirates to a 
limited number of institutional investors and must not be provided to any person other than the original recipient and may not be reproduced or used for any other 
purpose. Further, the information contained in this report is not intended to lead to the sale of investments under any subscription agreement or the conclusion of any 
other contract of whatsoever nature within the territory of the United Arab Emirates. 

United Kingdom: This report is being distributed by CIMB Securities (UK) Limited only to, and is directed at selected persons on the basis that those persons are (a) 
persons falling within Article 19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (the “Order”) who have professional experience in 
investments of this type or (b) high net worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order, (all 
such persons together being referred to as “relevant persons”). A high net worth entity includes a body corporate which has (or is a member of a group which has) a 
called-up share capital or net assets of not less than (a) if it has (or is a subsidiary of an undertaking which has) more than 20 members, £500,000, (b) otherwise, £5 
million, the trustee of a high value trust or an unincorporated association or partnership with assets of no less than £5 million. Directors, officers and employees of such 
entities are also included provided their responsibilities regarding those entities involve engaging in investment activity. Persons who do not have professional 
experience relating to investments should not rely on this document. 

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S.-registered broker-dealer and a related company 
of CIMB Research Pte Ltd solely to persons who qualify as "Major U.S. Institutional Investors" as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. 
This communication is only for Institutional Investors and investment professionals whose ordinary business activities involve investing in shares, bonds and associated 
securities and/or derivative securities and who have professional experience in such investments. Any person who is not an Institutional Investor must not rely on this 
communication. However, the delivery of this research report to any person in the United States of America shall not be deemed a recommendation to effect any 
transactions in the securities discussed herein or an endorsement of any opinion expressed herein.  For further information or to place an order in any of the above-
mentioned securities please contact a registered representative of CIMB Securities (USA) Inc. 

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, institutional or 
sophisticated investors as defined in the laws and regulations of such jurisdictions. 
 

 

 

RECOMMENDATION FRAMEWORK #1 * 
 

STOCK RECOMMENDATIONS   SECTOR RECOMMENDATIONS 

OUTPERFORM: The stock's total return is expected to exceed a relevant 
benchmark's total return by 5% or more over the next 12 months. 

  OVERWEIGHT: The industry, as defined by the analyst's coverage universe, is 
expected to outperform the relevant primary market index over the next 12 
months. 

NEUTRAL: The stock's total return is expected to be within +/-5% of a relevant 
benchmark's total return. 

  NEUTRAL: The industry, as defined by the analyst's coverage universe, is 
expected to perform in line with the relevant primary market index over the next 
12 months. 

UNDERPERFORM: The stock's total return is expected to be below a relevant 
benchmark's total return by 5% or more over the next 12 months. 

  UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, 
is expected to underperform the relevant primary market index over the next 12 
months. 

TRADING BUY: The stock's total return is expected to exceed a relevant 
benchmark's total return by 5% or more over the next 3 months. 

  TRADING BUY: The industry, as defined by the analyst's coverage universe, is 
expected to outperform the relevant primary market index over the next 3 
months. 

TRADING SELL: The stock's total return is expected to be below a relevant 
benchmark's total return by 5% or more over the next 3 months. 

  TRADING SELL: The industry, as defined by the analyst's coverage universe, 
is expected to underperform the relevant primary market index over the next 3 
months. 

 
 

* This framework only applies to stocks listed on the Singapore Stock Exchange, Bursa Malaysia, Stock Exchange of Thailand and Jakarta Stock Exchange. Occasionally, it is permitted for the total expected returns to be 
temporarily outside the prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.   
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RECOMMENDATION FRAMEWORK #2 ** 
 

STOCK RECOMMENDATIONS   SECTOR RECOMMENDATIONS 

OUTPERFORM: Expected positive total returns of 15% or more over the next 
12 months. 

  OVERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of +15% or 
better over the next 12 months. 

NEUTRAL: Expected total returns of between -15% and +15% over the next 
12 months. 

  NEUTRAL: The industry, as defined by the analyst's coverage universe, has 
either (i) an equal number of stocks that are expected to have total returns of 
+15% (or better) or -15% (or worse), or (ii) stocks that are predominantly 
expected to have total returns that will range from +15% to -15%; both over the 
next 12 months. 

UNDERPERFORM: Expected negative total returns of 15% or more over the 
next 12 months. 

  UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of -15% or 
worse over the next 12 months. 

TRADING BUY: Expected positive total returns of 15% or more over the next 3 
months. 

  TRADING BUY: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of +15% or 
better over the next 3 months. 

TRADING SELL: Expected negative total returns of 15% or more over the next 
3 months. 

  TRADING SELL: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of -15% or 
worse over the next 3 months. 

 
 

** This framework only applies to stocks listed on the Hong Kong Stock Exchange and China listings on the Singapore Stock Exchange. Occasionally, it is permitted for the total expected returns to be temporarily outside the 
prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.   

 
 
 
 


