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M&A to pack a punch 
The recent merger of two plastic companies could attract investor 
interest to other listed players such as Daibochi as these small-cap 
companies could merge for better economies of scale.  
 

We maintain our Outperform call and  
EPS forecasts for Daibochi but raise 
our target price as we roll it forward 
to end-13 while applying a CY14 
target P/E of 10.6x, still based on 
20% discount to our target market 
P/E. Further M&A developments in 
the plastic industry could catalyse 
Daibochi, which is our top pick in the 
packaging sector.   

Potential industry M&A  
In an industry that has not seen 
M&As for some time, a potential 
merger of Scientex (SCI MK, Not 
Rated) and GW Plastics (GWP MK, 
Not Rated) which were suspended 
from trading last Friday could stir 
interest in other listed plastic 
companies. We believe that Scientex 
could be looking to take over GW 
Plastics or buy its assets.  

Most of the listed players in the 
plastic industry are mainly small caps 
and a merger would lead to better 
economies of scale. We think that 
Daibochi could benefit from M&A 
developments in the industry.         

More business from non F&B 
sector next year?  
In 1H12, the non-F&B sector 
contributed 12% of Daibochi’s 
revenue. However, with higher 
contribution from the medical glove 
and tobacco sectors, we estimate that 
non-F&B revenue contribution should 
rise to around 20% from 2013 
onwards.  

The company is also looking to 
expand its export business, which 
currently contributes 40% of revenue. 
Management is negotiating a few 
major orders from MNCs in Australia 
and Asia. If successful, this could 
provide a major boost to the 
company’s bottomline.    

Raw materials pricier in 3Q12 
but not a concern  
We estimate that the prices of raw 
materials were on average 5% higher 
in 3Q12 than in 2Q12. Management is 
not too worried about the spike in raw 
material prices in Sep as a quarterly 
price review enabled it to pass on 
some of the cost rise to its customers.   
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    “Downgauging and 
innovation have been the 
focus for Daibochi in the 
last few years and we are 
beginning to see results 
from these efforts.” 

 

  – Tom Lim, Daibochi MD  

 

Daibochi Plastic & Packaging    COMPANY NOTE 
DPP MK / DPPM.KL  Current RM2.48 SHORT TERM (3 MTH) LONG TERM 

 Market Cap  Avg Daily Turnover  Free Float Target  RM2.90   
US$92.21m US$0.08m 77.0% Previous Target RM2.60   
RM282.4m RM0.26m 113.8 m shares Up/downside 16.9%  

 
    Conviction  

      

Sources: CIMB. COMPANY REPORTS  

 

92

100

107

115

122

130

137

1.5

1.7

1.9

2.1

2.3

2.5

2.7

Price Close Relative to FBMKLCI (RHS)

Source: Bloomberg

1

2

2

Oct-11 Jan-12 Apr-12 Jul-12

V
o

l m

 

 

Financial Summary 

Dec-10A Dec-11A Dec-12F Dec-13F Dec-14F

Revenue (RMm) 267.7 284.2 312.6 347.0 388.6

Operating EBITDA (RMm) 31.00 32.70 41.50 45.46 50.40

Net Profit (RMm) 18.20 20.10 24.91 27.96 31.14

Core EPS (RM) 0.16 0.18 0.22 0.25 0.27

Core EPS Growth (19.8%) 10.4% 23.9% 12.2% 11.4%

FD Core P/E (x) 15.45 13.99 11.29 10.06 9.03

DPS (RM) 0.08 0.09 0.13 0.15 0.16

Dividend Yield 3.22% 3.56% 5.30% 5.94% 6.62%

EV/EBITDA (x) 9.90 9.47 6.88 6.08 5.27

P/FCFE (x) 30.35 24.37 6.29 10.64 9.34

Net Gearing 17.4% 17.7% 0.3% (5.2%) (10.9%)

P/BV (x) 2.15 2.01 1.75 1.64 1.53

Recurring ROE 14.3% 14.8% 16.5% 16.8% 17.4%

% Change In Core EPS Estimates   0% 0% 0%

CIMB/consensus EPS (x)   1.09 1.07 1.05
 

 

2.48

2.90

1.63 2.48

Target

52-week share price range

Current
 

SOURCE: CIMB, COMPANY REPORTS  
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PEER COMPARISON 

 

Research Coverage

Bloomberg Code Market Recommendation Mkt Cap US$m Price Target Price Upside

Daibochi Plastic & Packaging DPP MK MY OUTPERFORM 92 2.48 2.90 16.9%

Tomypak Holdings TOMY MK MY OUTPERFORM 38 1.07 1.52 42.1%
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Valuation

FD Core P/E (x) P/BV (x) EV/EBITDA (x)

Dec-11 Dec-12 Dec-13 Dec-11 Dec-12 Dec-13 Dec-11 Dec-12 Dec-13

Daibochi Plastic & Packaging 13.99             11.29         10.06         2.01             1.75             1.64             9.47             6.88             6.08             

Tomypak Holdings 10.09             6.63           5.22           1.22             1.11             0.99             4.89             3.11             2.33             
 

 

Growth and Returns

FD Core EPS Growth Recurring ROE Dividend Yield

Dec-11 Dec-12 Dec-13 Dec-11 Dec-12 Dec-13 Dec-11 Dec-12 Dec-13

Daibochi Plastic & Packaging 10.4% 23.9% 12.2% 14.8% 16.5% 16.8% 3.56% 5.30% 5.94%

Tomypak Holdings -30.8% 52.2% 27.1% 12.5% 17.6% 20.0% 5.39% 6.52% 7.74%
 

SOURCE: CIMB, COMPANY REPORTS  

Calculations are performed using EFA™ Monthly Interpolated Annualisation and Aggregation algorithms to December year ends 
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Stable revenue base from 

resilient F&B sector. 

Long-term sales growth to 

come from diversification into 

non-F&B sectors.   

Pays 60% of its net profit as 

dividends.   

 

 

Share price info 

Share px perf. (%) 1M 3M 12M 

Relative 5.3 18.4 33.4 

Absolute 5.1 21.2 51.9 

Major shareholders % held 

Low Chan Tian 11.7 

Datuk Wong Soon Lim 6.5 

Teh Kim Hong 4.6 
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Profit & Loss 

(RMm) Dec-10A Dec-11A Dec-12F Dec-13F Dec-14F

Revenue 267.7 284.2 312.6 347.0 388.6

Other Operating Income

Cost Of Sales (236.7) (251.5) (271.1) (301.5) (338.3)

Gross Profit 31.00 32.70 41.50 45.46 50.40

Total Operating Costs (8.40) (8.60) (9.00) (9.00) (9.50)

Operating Profit 22.60 24.10 32.50 36.46 40.90

Operating EBITDA 31.00 32.70 41.50 45.46 50.40

Depreciation And Amortisation (8.40) (8.60) (9.00) (9.00) (9.50)

Operating EBIT 22.60 24.10 32.50 36.46 40.90

Net Interest Income 1.00 1.30 0.80 0.80 0.80

Exchange Gains -                      -                 -                 -                 -                 

Other Income -                      -                 -                 -                 -                 

Associates' Profit 0.20 (0.10) (0.30) (0.30) (0.30)

Profit Before Tax (pre-EI) 23.80 25.30 33.00 36.96 41.40

Exceptional Items -                      -                 -                 -                 -                 

Pre-tax Profit 23.80 25.30 33.00 36.96 41.40

Taxation (5.10) (4.50) (7.59) (8.50) (9.52)

Exceptional Income - post-tax

Profit After Tax 18.70 20.80 25.41 28.46 31.87

Minority Interests (0.50) (0.70) (0.50) (0.50) (0.73)

Other Adjustments - post-tax

Net Profit 18.20 20.10 24.91 27.96 31.14

Recurring Net Profit 18.20 20.10 24.91 27.96 31.14
 

 

Cash Flow 

(RMm) Dec-10A Dec-11A Dec-12F Dec-13F Dec-14F

Pre-tax Profit 23.80 25.30 33.00 36.96 41.40

Depreciation And Non-cash Adj. 7.20 7.40 8.50 8.50 9.00

Change In Working Capital (16.90) (2.57) 11.19 (1.03) (1.25)

Tax Paid (5.10) (5.70) (7.59) (8.50) (9.52)

Other Operating Cashflow 9.30 0.39 0.80 0.79 0.79

Cashflow From Operations 18.30 24.82 45.90 36.72 40.41

Capex (10.00) (20.30) (6.00) (10.00) (10.00)

Disposals Of FAs/subsidiaries -                      -                 -                 -                 -                 

Acq. Of Subsidiaries/investments -                      -                 -                 -                 -                 

Other Investing Cashflow 0.00 (0.34) (1.00) (1.00) (1.00)

Cash Flow From Investing (10.00) (20.64) (7.00) (11.00) (11.00)

Debt Raised/(repaid) 0.00 6.10 5.20 0.00 0.00

Equity Raised/(Repaid) -                      -                 -                 -                 -                 

Dividends Paid (9.10) (10.05) (14.95) (16.78) (18.69)

Net Cash Interest 1.00 1.30 0.80 0.80 0.80

Other Financing Cashflow 0.30 (0.30) (0.10) (0.10) (0.10)

Cash Flow From Financing (7.80) (2.95) (9.05) (16.08) (17.99)

Total Cash Generated 0.50 1.23 29.85 9.64 11.43

Change In Net Cash 0.50 (4.87) 24.65 9.64 11.43

Free Cashflow To Equity 9.30 11.58 44.90 26.52 30.21
 

BY THE NUMBERS 

SOURCE: CIMB, COMPANY REPORTS  
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Net gearing only 0.1x. Able to 

gear up to fund major capex if 

needed.  

 

 

Balance Sheet 

(RMm) Dec-10A Dec-11A Dec-12F Dec-13F Dec-14F

Fixed Assets 63.40 75.30 72.30 73.30 73.80

Intangible Assets -                      -                 -                 -                 -                 

Other Long Term Assets 23.10 30.90 23.10 23.10 23.10

Total Non-current Assets 86.5 106.2 95.4 96.4 96.9

Total Cash And Equivalents 6.30 10.40 40.30 49.90 61.40

Inventories 48.60 44.90 47.60 47.60 47.60

Accounts Receivable 58.40 65.90 56.27 62.46 69.96

Other Current Assets 12.20 0.60 19.40 20.00 19.93

Total Current Assets 125.5 121.8 163.6 180.0 198.9

Trade Creditors 41.40 42.63 46.89 52.05 58.30

Short-term Debt 25.40 27.20 35.10 35.10 35.10

Other Current Liabilities 2.00 0.60 0.60 1.10 1.10

Total Current Liabilities 68.80 70.43 82.59 88.25 94.50

Total Long-term Debt 4.10 8.40 5.70 5.70 5.70

Other Liabilities 6.00 6.80 6.70 6.70 6.70

Deferred Tax -                      -                 -                 -                 -                 

Total Non-current Liabilities 10.10 15.20 12.40 12.40 12.40

Shareholders' Equity 131.5 140.2 161.3 172.5 185.0

Minority Interests 1.60 2.20 2.70 3.20 3.93

Preferred Shareholders Funds

Total Equity 133.1 142.4 164.0 175.7 188.9
 

 

Key Drivers 

Dec-10A Dec-11A Dec-12F Dec-13F Dec-14F

ASP (% chg, main prod./serv.) 6.0% 6.0% 5.0% 5.0% 5.0%

Unit sales grth (%, main prod./serv.) 6.0% 3.0% 5.0% 7.0% 7.0%

Util. rate (%, main prod./serv.) 66.0% 66.0% 72.0% 70.0% 70.0%

ASP (% chg, 2ndary prod./serv.) N/A N/A N/A N/A N/A

Unit sales grth (%,2ndary prod/serv) N/A N/A N/A N/A N/A

Util. rate (%, 2ndary prod/serv) N/A N/A N/A N/A N/A

Unit Raw Material ASP (% Change) N/A N/A N/A N/A N/A
 

BY THE NUMBERS 

 

Key Ratios 

Dec-10A Dec-11A Dec-12F Dec-13F Dec-14F

Revenue Growth 20.7% 6.2% 10.0% 11.0% 12.0%

Operating EBITDA Growth (6.3%) 5.5% 26.9% 9.5% 10.9%

Operating EBITDA Margin 11.6% 11.5% 13.3% 13.1% 13.0%

Net Cash Per Share (RM) (0.20) (0.22) (0.00) 0.08 0.18

BVPS (RM) 1.16 1.23 1.42 1.52 1.63

Gross Interest Cover (22.60) (18.54) (40.63) (45.58) (51.12)

Tax Rate 21.4% 17.8% 23.0% 23.0% 23.0%

Net Dividend Payout Ratio 50.0% 50.0% 60.0% 60.0% 60.0%

Accounts Receivables Days 71.51 79.82 71.52 62.44 62.18

Inventory Days 65.92 67.85 62.44 57.62 51.36

Accounts Payables Days 58.67 60.98 60.43 59.88 59.54

ROIC (%) 11.5% 11.8% 14.5% 16.3% 18.1%

ROCE (%) 14.7% 14.2% 17.0% 17.3% 18.3%
 

SOURCE: CIMB, COMPANY REPORTS  
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M&A catalyst? 
1.1 Potential M&A in the plastic sector? 

Last Friday, two small-cap plastic-related stocks, Scientex (SCI MK, Non Rated) 
and GW Plastic Holdings (GWP MK, Non Rated), were suspended from trading. 
We believe that Scientex is looking to take over GW Plastics or buy its operating 
assets. Both the stocks remain suspended.  

Scientex has two core businesses – production of stretch films and property 
development. This company is one of the top five producers of stretch film in 
the world, with an annual production capacity of 120,000 tonnes. Stretch films 
are used to wrap industrial or commercial products to provide stability and 
protection. The company is also involved in mid-high end property 
development activities in Johor.  

In FY7/12, Scientex recorded RM881m revenue and RM83.9m net profit, one 
third of which came from the plastic division. The Lim family, the founder of 
the company, holds around 61% stake in the company.  

 

Figure 1: Comparison between Scientex and GW Plastics 

Company Scientex GW Plastics

Share price (RM) 2.45 1.08

Issued shares (m) 230 254.9

Market cap (RMm) 564                                                          275                                                           

Financial Year FY Jul-2012 (RMm) FY Dec-2011 (RMm)

Revenue 881 344

Net profit 83.9 19.5

EPS (sen) 36.5                                                         7.7                                                            

P/E (x) 6.7                                                           14.1                                                          

DPS (sen) 13.0                                                         7.0                                                            

Yield (%) 5.3                                                           6.5                                                            

P/BV (X) 1.0                                                           1.2                                                             
   SOURCES: CIMB, COMPANY REPORTS 

 

GW Plastics is mainly involved in the production of blown and stretch films. 
Blown films are produced mainly used by the packaging industry. In FY11, GW 
Plastics turned in RM344m revenue and RM19.5m net profit. Its major 
shareholders are Megastart S/B (30.7%), Keybumi S/B (25.6%), Yeoh Soo Ann 
(8.2%) and Lim Kok Boon (6.1%).  

Yeoh and Lim are indirect shareholders in Megastart S/B. Yeoh and Lim’s total 
direct and indirect shareholding in GW Plastic is 45.0%. Lim is the CEO of the 
company while Yeoh is a non-independent non-executive director. Abang 
Ariffin is an indirect shareholder of GW Plastics (26.8%) via Keybumi S/B. 

Daibochi produces its own blown films for internal consumption but also buys 
from producers like GW Plastics. Daibochi also buys solvent from one of 
Scientex’s smaller subsidiaries.  

 

1.2 A look at raw material prices  

Crude oil price has been volatile over the past six months, trading in the 
US$77-107/barrel range or as much as 30% price difference. As most of 
Daibochi’s raw materials such as biaxially oriented polypropylene (BOPP), 
polyethylene terephthalate (PET) and polypropylene (PP) films are derivatives 
of crude oil, their selling prices are influenced by crude oil prices. 

 

Table of Contents 

1. BACKGROUND p.4 

2. OUTLOOK p.8 

3. FINANCIALS p.10 

4. VALUATION AND RECOMMENDATION p.11 

5. TECHNICAL ANALYSIS OF THE STOCK p.13 
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Figure 2: Crude oil’s monthly price (US$96/barrel) 

 
   SOURCES: CIMB,CBLOOMBERG 

 

Figure 3: Average cost breakdown of Daibochi’s raw materials  

Title:

Source:

Please fill in the values above to have them entered in your report

ink-solvent

21%

PET
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22%
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12%

PP
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11%

 
   SOURCES: CIMB, COMPANY 

 

1.3 Raw material prices less volatile  

However, prices of raw materials like PET and BOPP films are less volatile than 
crude oil price. In the past six months, PET film prices were in the 
US$1,320-1,560/tonne range (15% price difference) while BOPP films were in a 
tighter range of US$1,380-1,520/tonne (10% price difference). We believe that 
crude oil price is more volatile because more traders and hedge funds trade and 
speculate in the crude oil futures markets and less in BOPP and PET prices. 
Raw materials like BOPP and PET films are mainly traded by suppliers and 
actual users of these raw materials.  
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Figure 4: Crude oil (US$/barrel) and BOPP prices (US$/tonne) 

Title:

Source:
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   SOURCES: CIMB, INDUSTRY SOURCES 

 

1.4 BOPP and PET films track each other closely  

Flexible packaging producers like Daibochi are able to swap raw materials like 
BOPP films with PET films if one is too expensive relative to the other. As such, 
in the past, BOPP and PET films used to track each other quite closely. 
However, due to industry supply shortages at end-2010, PET film prices rose 
sharply in 1H11. However, since 2H11 when new industry supply of PET films 
came onstream, its price has gradually tracked BOPP film prices more closely. 

  

Figure 5: PET and BOPP film prices (US$/tonne) 

Title:

Source:

Please fill in the values above to have them entered in your report
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   SOURCES: CIMB, INDUSTRY DOURCES 

 

 

1.5 Diversification efforts paying off  

In the past 2-3 years, Daibochi’s management strategy was to diversify its 
business from the traditional F&B sector, which contributes close to 90% of its 
revenue. Progress in diversification was initially slow as it took time to 
penetrate these new markets.  
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Figure 6: Daibochi’s revenue sector breakdown 

Title:

Source:

Please fill in the values above to have them entered in your report

F&B 
88%

Others
12%

 
   SOURCES: CIMB, COMPANY  

 

However, management’s efforts are bearing fruit this year. Year to date, orders 
from tobacco giants British American Tobacco’s Asia division have more than 
doubled. Although orders are still relatively small, we understand that profit 
margin from this sector is attractive, higher than margins from the F&B sector. 
Orders from this sector should continue to grow strongly over the next few 
years.    

 

Figure 7: Daibochi’s business in different sectors 

Before 2012 From 2012 onwards

F&B F&B

Medical gloves

Tobacco

Electronics  
   SOURCES: CIMB. COMPANY 

 

Daibochi has also made good progress in the medical glove sector where a 
major producer has started giving it commercial orders. Due to its competitive 
pricing, we believe that it is only a matter of time before Daibochi also secures 
orders from the country’s other glove producers.  

In the E&E sector, there has not been much in terms of new developments in 
this sector over the past few months. In 2Q12, Daibochi landed another two 
commercial customers, raising its total commercial customers to six. While 
orders from the E&E sector are still small, there is great potential for this sector 
as we understand Daibochi’s electrostatic discharge packaging (ESD) is viewed 
as the “next generation” packaging product by some of the industry’s biggest 
players.    

 

2. OUTLOOK 

2.1 Potential M&A in the plastic sector? 

In an industry that has not seen M&As for some time, we view as positive a 
potential merger of Scientex and GW Plastics as it could raise investor interest 
in listed plastic stocks. Most of the listed players in the plastic industry are 
small caps and a merger would give them more economies of scale and allow 
them to offer other value-added services and products.    
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Daibochi, which is the country’s largest flexible packaging player, is projected to 
record RM312m (US$100m) revenue in FY12. We believe the company should 
look to merge with some of the smaller players, provided that the price is right. 
A bigger business should generate greater economies of scale and help the 
company handle much larger jobs.  

 

Figure 8: Comparison between Daibochi and Tomypak 

Company Daibochi Tomypak

Share price (RM) 2.52 1.08

Issued shares (m) 113.85 109

Market cap (RMm) 287                                                              118                                                        

Financial Year 2012F 2012F

Revenue (RMm) 312 233

Net profit (RMm) 24.9 17.3

EPS (sen) 21.9                                                             15.2                                                       

P/E (x) 11.5                                                             7.1                                                        

DPS (sen) 13.0                                                             7.0                                                        

Yield (%) 5.2                                                              6.5                                                        

P/BV (X) 1.7 1.1  
   SOURCES: CIMB, COMPANY REPORTS 

 

The country’s second largest flexible packaging producer, Tomypak Holdings 
(TOMY MK, Outperform) is estimated to record RM233m revenue in FY12. If 
Daibochi and Tomypak merged, the revenue of the combined group would be 
around RM533m (US$170m), a 70% increase from Daibochi’s perspective. 
While this is still small compared to Australia-listed Amcor’s (AMC AU, Non 
Rated) US$12.6bn revenue in FY11, it could be a great start for Daibochi.        

 

2.2 Benefits from falling crude oil prices  

Daibochi usually benefits from falling crude oil prices, as was the case in 
2009-10. This is because since the 2008 financial crisis, Daibochi has been 
reviewing its selling prices with MNC customers every quarter. Due to the 1-2 
months lag, Daibochi’s EBITDA margins generally expand when crude oil 
prices are falling and contract when oil prices are on the rise. 

 

Figure 9: Daibochi’s EBITDA margin (%) and crude oil price (US$/barrel) 

Title:

Source:

Please fill in the values above to have them entered in your report
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   SOURCES: CIMB, COMPANY  
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We estimate that the prices of raw materials were on average 5% higher in 3Q12 
than in 2Q12. Management is not too worried about the spike in raw material 
prices in Sep as a quarterly price review enabled it to pass on some of the cost 
rise to its customers. 

2.3 More business from non-F&B from 2013 onwards  

In 1H12, the non-F&B sector contributed 12% of Daibochi’s revenue. However, 
given the higher contribution from the medical glove and tobacco sectors, we 
estimate that non-F&B revenue contribution should rise to around 20% from 
2013 onwards.  

 

Figure 10: Daibochi local/export revenue breakdown (%) 

Title:

Source:

Please fill in the values above to have them entered in your report

Local
60%

Export
40%

 
   SOURCES: CIMB, COMPANY 

 

Daibochi’s export customers currently contribute around 40% of revenue. This 
percentage could rise over the next few quarters as the company is negotiating 
major orders with a few potential MNC customers overseas, particularly in 
Australia and in Asia. Management did not indicate how big the potential 
contract size is but said that it should be “significant”.    

Australia is an attractive export market for Daibochi. With the merger of Amcor 
and Aperio in May 2012, Australia’s flexible packaging industry is now 
dominated by Amcor. We understand that Australia’s major F&B players are 
seeking alternative flexible packaging suppliers and some major MNCs have 
already had discussions with Daibochi’s management over the past few months.  

Some of the potential customers are already testing Daibochi’s packaging 
products. However, as MNCs are generally conservative and are likely to take 
their time in testing Daibochi’s products, any significant revenue from Australia 
is only expected to be seen from FY13 onwards. We have not factored any major 
revenue contribution from Australia into our earnings forecasts.   

 

3. FINANCIALS 

3.1 EPS sensitivity analysis  

We have looked at the sensitivity of Daibochi’s earnings to new orders from 
MNCs in Australia or in Asia. Our sensitivity analysis shows RM30m additional 
revenue (assuming no change in EBITDA margin) could boost FY12-14 EPS by 
9-11%. In addition, if Daibochi can improve its EBITDA margin by 1% pt, 
FY12-14 EPS could rise by 9.4-9.7%.  
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Figure 11: EPS sensitivity analysis 

FY Dec 2012F 2013F 2014F

Revenue (RMm) 312.6                      347.0                388.6                

EBITDA margin (%) 13.3 13.1 13.0                  

EPS (sen) 21.9                        24.6                  27.3                  

P/E (x) at RM2.48 11.3                        10.1                  9.1                    

EPS (sen) % increase if revenue is up by RM30m 9.6% 8.6% 7.7%

EPS (sen) % EBITDA margin increase 1%-point 9.7% 9.4% 9.6%  
   SOURCES: CIMB 

 

3.2 Strong balance sheet  

As Daibochi’s operation is currently running at 65-70% utilisation, it should be 
able to handle additional orders from MNCs. At end-Jun, it had RM18m net 
debt or 0.1x net gearing. The company can easily gear up if it needs to 
undertake major capex in 2013. 

3.3 Dividend payout ratio raised to 60%  

In Aug 2012, Daibochi’s board of directors revised its net dividend payout ratio 
from 50% of net profit to 60%. We see this payout ratio increase as a signal of 
management’s strong confidence in its operational cash flows and balance sheet. 
Daibochi pays dividends on a quarterly basis. In 2Q12, the company declared a 
6 sen tax-exempt DPS (pre 1:2 bonus issue).    

 

Figure 12: Daibochi’s declared DPS (sen) since 2004 (before 1:2 bonus) 

Title:

Source:
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   SOURCES: CIMB, COMPANY 

 

4. VALUATION AND RECOMMENDATION 

4.1 Defensive business model  

We like Daibochi’s defensive business as the F&B sector is its main customer. 
Long-term prospects are exciting, with potential business contribution from 
overseas MNC customers and the non-F&B sector contributing more to its 
bottomline.  

4.2 M&A developments could be interesting for the stock  

A merger of Scientex and GW Plastics, if it materialises, could lead to more 
M&As in the plastic industry. If so, this should be a positive catalyst for the 
share prices of listed plastic companies, including Daibochi.  
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4.3 Bonus issue should improve stock liquidity  

Daibochi recently completed a 1:2 bonus issue, which raised its issued share 
base from 75.9m to 113.8m. This should help improve the stock’s liquidity and 
make the stock more affordable for retail investors.  

 

Figure 13: Daibochi’s current P/E chart (x) 

Title:

Source:
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   SOURCES: CIMB, BLOOMBERG 

 

Figure 14: Daibochi’s net dividend yield (%) 

Title:

Source:

Please fill in the values above to have them entered in your report
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   SOURCES: CIMB, BLOOMBERG 

 

4.4 Target price raised as rollover EPS  

We maintain our EPS forecasts. However, we roll forward our target price from 
end-12 to end-CY13 as we are now in the last quarter of the year. This raises our 
target price from RM2.60 to RM2.90. We continue to value the stock at 10.6x 
P/E, a 20% discount to our 13.3x target market P/E. Potential catalysts for the 
stock include further M&A developments in the plastic industry and 
stronger-than-expected revenue growth from the non F&B sector.    
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5. TECHNICAL ANALYSIS OF THE STOCK 

5.1 Stock remains in an uptrend  

Daibochi’s monthly and weekly charts indicate that the stock remains in a 
medium-term uptrend. The weekly candlestick chart shows a potential rising 
wedge formation. If we are right, the trading range for the stock should be tight 
over the next few weeks. A break below the support at RM2.16 would not be 
positive for the stock.  

 

Figure 15: Daibochi’s monthly price chart (RM2.48)  

 
   SOURCES: CIMB, BLOOMBERG 

 

Figure 16: Daibochi’s weekly price chart (RM2.48) 

 
   SOURCES: CIMB, BLOOMBERG 
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Recommendation Framework #1 * 

Stock    Sector  

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    Sector  

OUTPERFORM: Expected positive total returns of 10% 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 +10% or better over 
the next 12 months. 

NEUTRAL: Expected total returns of between -10% and +10% 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 +10% (or better) 
or -10% (or worse), or (ii) stocks that are predominantly expected to have total returns 
that will range from +10% to -10%; both over the next 12 months. 

UNDERPERFORM: Expected negative total returns of 10% 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 -10% or worse over 
the next 12 months. 

TRADING BUY: Expected positive total returns of 10% 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 +10% or better over 
the next 3 months. 

TRADING SELL: Expected negative total returns of 10% 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 -10% 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.   

 

 

Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (IOD) in 2011. 

ADVANC - Excellent, AMATA - Very Good, AOT - Excellent, AP - Very Good, BANPU - Excellent , BAY - Excellent , BBL - Excellent, BCP - Excellent, BEC - Very Good, BECL - 
Very Good, BGH - not available, BH - Very Good, BIGC - Very Good, BTS - Very Good, CCET - Good, CK - Very Good, CPALL - Very Good, CPF - Very Good, CPN - Excellent, 
DELTA - Very Good, DTAC - Very Good, GLOBAL - not available, GLOW - Very Good, GRAMMY – Excellent, HANA - Very Good, HEMRAJ - Excellent, HMPRO - Very Good, 
INTUCH – Very Good, ITD - Good, IVL - Very Good, JAS – Very Good, KBANK - Excellent, KTB - Excellent, LH - Very Good, LPN - Excellent, MAJOR - Very Good, MCOT - 
Excellent, MINT - Very Good, PS - Excellent, PSL - Excellent, PTT - Excellent, PTTGC - not available, PTTEP - Excellent, QH - Excellent, RATCH - Excellent, ROBINS - Excellent, 
SC – Excellent, SCB - Excellent, SCC - Excellent, SCCC - Very Good, SIRI - Very Good, SPALI - Very Good, STA - Very Good, STEC - Very Good, TCAP - Very Good, THAI - Very 
Good, THCOM – Very Good, TISCO - Excellent, TMB - Excellent, TOP - Excellent, TRUE - Very Good, TUF - Very Good. 
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