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27 February 2017  |4QFY16 Results Review  

Daibochi Plastic & Packaging Industry Maintain NEUTRAL 

Higher Operating Costs a Drag on FY16 Earnings Unchanged Target Price (TP): RM2.14 

INVESTMENT HIGHLIGHTS 

• FY16 earnings broadly in-line 

• 4QFY16 earnings  declined -10%yoy to RM5.9m 

• Plant expansion to offset hike of overheads 

• Maintain NEUTRAL with an unchanged TP of RM2.14 

FY16 earnings below expectations. Daibochi’s FY16 net profit of 

RM24.5m (-8.2%yoy) accounted for 92% of our full year assumption. 

This is due to margin compression attributable to higher operating 

costs as a result of labour shortage, higher utilities bill and a less 

favourable product mix. Revenue climbed by +7.6%yoy to RM371.2m 

boosted by both local (+2.1%) and overseas (+12.6%) sales. Notably, 

export sales now account for 55% of the group’s total revenue 

compared to 52% a year earlier.  

4QFY16 earnings declined -10%yoy to RM5.9m even though 

revenue climbed by +8.7% to RM90.36m due to higher operating 

costs from labour shortages. However, the management has received 

approval to hire foreign workers and the first batch of the new hires 

has arrived in January. The company expects recovery in the labour 

issue as the remaining foreign workers are expected to join in the 

subsequent months. Nonetheless, we expect profit margin to stay 

under pressure in the short term due to the initial training period 

before normalising.    

Plant expansion to offset hike in overheads. The expansion of 

Daibochi’s plant 2 was completed in 4QFY16, adding the gross floor 

area by 60,000sqft to 140,000sqft. The blown film manufacturing 

machine in plant 2 has also been commissioned and that will increase 

its blown film capacity to 5,000MT from 1,800MT per year. As for 

FY17, Daibochi has set aside RM11.5m for the purchase of new 

machinery (a printing machine and laminator) and other upgrades. 

New factory expansion could improve Daibochi’s operating efficiency 

and offset the rising overhead costs so that it could maintain its profit 

margin.  

Venture into Myanmar on track. Meanwhile, Daibochi has 

submitted its memorandum of agreement to jointly own and operate 

consumer flexible packaging plant in Yangon. The company estimates 

to get approvals from the relevant authorities in the next three to six 

months. Daibochi and its partner have been working to set up new 

sales and marketing teams as well as production lines from existing 

customers. Both parties are also enhancing its production capacity and 

efficiency. We have not factored the potential earnings from this 

venture into our assumptions. 

RETURN STATS 

Price (24th February 2017) RM2.35 

Target Price RM2.14 

Expected Share Price Return -8.9% 

Expected Dividend Yield +2.7% 

Expected Total Return -6.2% 

 

STOCK INFO 

KLCI 1,698.35 

Bursa / Bloomberg 8125 / DPP MK 

Board / Sector  Main/ Industrial 

Syariah Compliant Yes 

Issued shares (mil) 272.88 

Par Value (RM) 1.00 

Market cap. (RM’m) 641.28 

Price over NA 1.71 

52-wk price Range  RM2.03– RM2.45 

Beta (against KLCI) 0.45 

3-mth Avg Daily Vol  0.07m 

3-mth Avg Daily Value  RM0.15m 

Major Shareholders (%)  

    Chan Tian Low  10.34 

    Apollo Asia Fund Limited 9.38 

    Lim Koy Peng  8.47 

    Soon Lim Wong 5.89 

    Chan Tian Low  10.34 
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Impact on earnings. We are maintaining our earnings estimates at this juncture pending the analyst briefing later. 

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

unchanged FY17 TP of RM2.14 per share.  

INVESTMENT STATISTICS 

FYE 31st Dec (RM'm) FY2013 FY2014 FY2015 FY2016 FY2017F 

Revenue 310.3 344.5 345.0 371.2 354.8 

Cost of goods sold (273.3) (312.5) (308.4) (338.6) (317.4) 

Gross profit 37.0 32.0 36.6 32.6 37.5 

Finance costs (1.1) (1.9) (2.4) (2.8) (1.2) 

Profit before tax 36.9 31.1 35.7 30.0 36.2 

Income tax expense (9.0) (7.3) (9.0) (5.4) (9.1) 

Net profit 27.8 23.7 26.7 24.5 27.2 

EPS* (sen) 10.0 8.7 9.8 9.0 9.9 

PER (x) 23.0  26.6  23.6  26.2 22.9 

Net dividend (sen) 6.3 5.6 5.9 5.4  6.6 

Dividend yield (%) 2.7  2.4  2.5  2.7  2.9  

Gross profit margin (%) 11.9 9.3 10.6 8.8 10.6  

Profit before tax margin (%) 11.9 9.0 10.4 8.1  10.2  

Net profit margin (%) 9.0 6.9 7.7 6.6  7.7  

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

DAILY PRICE CHART  

 

 
Source: MIDFR, Company 

 

Ng Bei Shan 
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DAIBOCHI : 4QFY17 RESULTS SUMMARY 

Source: MIDFR, Company

FYE Dec (RM'm) 
Quarterly results Cumulative results 

4QFY16 YoY (%) QoQ (%) FY16 FY15 YoY (%) 

Revenue 90.4 8.7 (6.9) 371.2 345.0 7.6 

Profit from operations 7.7 (21.4) (3.5) 32.6 36.6 (10.8) 

Finance costs (0.7) (0.9) (11.5) (2.8) (2.4) 16.1 

Share of profit of equity-accounted 
associate 

0.2 (214.6) (759.5) 0.1 1.5 (94.1) 

Profit before tax 7.3 (18.3) 1.2 30.0 35.7 (16.2) 

Income tax expense (1.3) (42.2) 13.5 (5.4) (9.0) (39.7) 

Profit after tax 5.9 (10.0) (1.2) 24.5 26.7 (8.2) 

Basic EPS (sen) 2.2 0.0 (1.4) 9.0 9.8 (8.2) 

  
 

+/(-) ppts 
+/(-) 
ppts  

+/(-) ppts 

PBT margin (%) 8.0 (2.7) 0.4 8.1 10.4 (2.3) 

PAT margin (%) 6.6 (1.4) 0.2 6.6 7.7 (1.1) 

Tax rate (%) 18.4 (7.6) 2.0 18.1 25.2 (7.1) 

Geographical Segments 4QFY16 YoY (%) QoQ (%) FY16 FY15 YoY (%) 

Revenue 
      

Malaysia 73.5 (74.9) (1.5) 306.7 292.6 4.8 

Australia 16.1 (67.2) (12.1) 61.3 49.2 24.6 

New Zealand 0.7 (77.1) (32.5) 3.1 3.1 (1.0) 

Non-current assets 4QFY16 YoY (%) QoQ (%) FY16 FY15 YoY (%) 

Malaysia 141.1 5.7 1.6 141.1 133.5 5.7 

Australia 0.1 (10.6) 4.8 0.1 0.1 (10.6) 

New Zealand 0.0 (100.0) - 0.0 0.0 - 

Non-current assets margin (%) 4QFY16 YoY (%) QoQ (%) FY16 FY15 YoY (%) 

Malaysia 1.9 1.5 0.1 46.0 45.6 0.4 

Australia 0.0 0.0 0.0 0.2 0.2 -0.1 
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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. 


