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Table 1 : Investment Statistics (Daibochi; Code: 8125) Bloomberg: DBB MK 

FYE Dec Turnover Net Profit EPS Chg PER P/BV Net gearing ROE Net Div.* 

  
(RMm) (RMm) (sen) (%) (x) (x) (x) (%) Yld. (%) 

2008 217.2 8.2 10.8 -6.0 12.7 0.9 0.2 7.2 3.1 

2009f 226.8 21.7 28.6 166.4 4.8 0.9 0.1 18.1 8.4 

2010f 255.2 26.8 35.4 23.5 3.9 0.7 Net cash 18.8 10.3 

2011f 267.9 28.9 38.0 7.5 3.6 0.6 Net cash 15.5 11.1 

Main Board Listing / Trustee Stock / Syariah-Approved Stock By The SC                           ^ Consensus Based On IBES Estimates 
* Based on historical minimum 40% net payout 

 

♦ We met up with Daibochi Plastic & Packaging Industry Bhd (Daibochi)’s  
management and we gathered the following key takeaways from the 
meeting: 

♦ Market leader in flexible packaging. Daibochi is Malaysia’s market 
leader in flexible packaging industry with estimated market share of 30-
35% based on revenue. Its clientele are mostly MNCs (>60%) from the F&B 
industry (>95%) such as Nestle, Cadbury, PepsiCo, Kraft Foods (or Danone) 
and Dutch Lady. Local clients include Munchy’s, PowerRoot and London 
Biscuits. Daibochi’s top 10 clients have been with the company for more 
than 10 years and accounts for c.65% of its total revenue contribution.  

♦ 1HFY09 net profit increased by >100% yoy. While 1HFY09’s revenue 
grew by a mere 6.5% to RM113.4m (vs. RM106.5m in 1HFY08), net profit 
jumped more than 100% to RM10.8m (vs. RM4.4m in 1HFY08) due to 
product innovation (particularly from metalisation conversion), better 
product and customer mix; as well as lower raw material prices.  

♦ Sustainable earnings. Management is confident that current earnings are 
sustainable at least until FY12/10, given that its customers’ orders are 
generally based on two-year contractual terms while cost savings / increase 
are passed-through directly to its customers on a quarterly basis. As such, if 
we were to annualise 1HFY09’s earnings, FY09 net profit could potentially 
be approximately RM21.6m, representing more than 160% jump in yoy 
earnings. 

♦ Earnings outlook. As its ninth printing line would be commissioning 
operations in FY10, we forecast net profit to grow 23% yoy to RM26.8m in 
FY10. Beyond 2010, growth momentum would be spurred by new orders 
from current and new clientele, expansion into other overseas markets, 
diversification into new industries and production innovations. 

♦ Investment case. Daibochi is currently trading at FY12/09 PER of 4.8x and 
FY12/10 PER of 3.9x, which is relatively low compared to its 2 to 4 year 
historical PER of 6-7x. We value Daibochi at RM2.30 based on 6.5x FY12/10 
EPS of 35.4 sen, which is its average historical PER. This represents a 
potential upside of 68%. Based on its minimum net historical payout of 
40%, the net dividend yield is approximately 8-11% p.a.. 

 

  
 
 

Corporate Highlights 
 
 
Visit Note 
 

Daibochi  
Value In Packaging 
 M

a
la

y
si
a
 

 

Share Price : RM1.37 
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Issued Capital (m shares)  75.9 
Market Cap(RMm)  104.0 
Daily Trading Vol (m shs) 0.6 
52wk Price Range (RM) 0.40-0.88 
Major Shareholders: (%) 
Datuk Wong Soon Lim 4.68 

Teh Kim Hong  4.57 

Yulina bt Baharuddin 4.05 
 
 

FYE Dec FY09 FY10 FY11 
EPS chg (%) - - - 

Var to C.EPS (%) - - - 
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Please read important disclosures at the end of this report. 
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KEY TAKEAWAYS 

♦ We met up with Daibochi Plastic & Packaging Industry Bhd (Daibochi)’s  management and we gathered the 
following key takeaways from the meeting: 

o Market leader in flexible packaging. Daibochi is Malaysia’s market leader in flexible packaging industry 
with estimated market share of 30-35% based on revenue. Its clientele are mostly MNCs (>60%) from the 
F&B industry (>95%) such as Nestle, Cadbury, PepsiCo, Kraft Foods (or Danone) and Dutch Lady. Local 
clients include Munchy’s, PowerRoot and London Biscuits. Daibochi’s top 10 clients have been with the 
company for more than 10 years and accounts for c.65% of its total revenue contribution.  

o 1HFY09 net profit increased by >100% yoy. While 1HFY09’s revenue grew by a mere 6.5% to 
RM113.4m (vs. RM106.5m in 1HFY08), net profit jumped more than 100% to RM10.8m (vs. RM4.4m in 
1HFY08) due to product innovation (particularly from metalisation conversion), better product and customer 
mix; as well as lower raw material prices.  

o Sustainable earnings. Management is confident that current earnings are sustainable at least until 
FY12/10, given that its customers’ orders are generally based on two-year contractual terms while cost 
savings / increases are passed-through directly to its customers on a quarterly basis. As such, if we were to 
annualise 1HFY09’s earnings, FY09 net profit could potentially be approximately RM21.6m, representing 
more than 160% jump in yoy earnings.  

BACKGROUND 

♦ Brief history. Daibochi was established in 1972 as a manufacturer of plain and printed Polyethylene and 
Polypropylene bags, before moving up the ladder chain, to become the market leader of flexible packaging in 
Malaysia (market share estimated at 30-35% based on revenue). Daibochi was first listed on the second board 
of KLSE in Oct 1990, before transferring to the main board in Mar 03. Its production facilities in Melaka are 
equipped with certifications such as ISO: 9001 (obtained in Oct 00), HACCP (obtained in Sept 03) and HALAL 
certification (obtained in Apr 09). Daibochi is the first flexible packaging company in Malaysia to be HALAL-
certified.  

♦ Management. Owned by the founders of the company, the company is professionally managed; led by Mr. 
Thomas Lim Soo Koon, Managing Director, who holds a degree in Bachelor of Science, Industrial Engineering and 
Management and a MBA degree, both from Oklahoma State University. He joined Daibochi in 1995 and was the 
General Manager from 1999 before his appointment as Managing Director in Feb 2005. 

PRODUCT & CLIENTELE MIX 

♦ Products. Daibochi manufactures flexible packaging for food and beverages (F&B), fast moving consumer goods 
(FMCG) and industrial sectors in the form of bags, envelopes, pouches, sachets, wraps etc. Some of its 
packaging solutions include: 

Table 2: Film Type and Application   

Film Type Applications / Use 

High Barrier / Performance Coffee, Nuts, Potato Chips, etc. 

Cost Effective Barrier Snacks, Biscuits, Wafer, Chocolate, Cakes, etc. 

General Packaging Outer Pack, Noodles, Biscuits, Wafer, etc. 

Specialty Application Labeling, Ice Cream, Frozen Food, Cereal Peel Seal, Seasoning 
Oil, Powder / Liquid Detergent, Shower Foam etc. 
 

Source: Company data 
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♦ Emphasis on product innovation. With continuing emphasis on its R&D facilities, Daibochi is able to 
manufacture innovative, cost effective and value-added flexible packaging for its customers. For example, in 
end-2008 Daibochi was able to help its F&B customers save on their production cost by introducing a new 
sealing layer, which is of a smaller diameter i.e. 0.03mm vs. 0.05mm previously, and made out of a different 
mix of resins and additives, but with similar product strength. We understand that on average, this type of 
product innovation was able to help customers save approximately 5-10% of film costs and even increase their 
product packaging speed. With this innovation, Daibochi was also able to enjoy cost savings from the lower 
usage of raw materials such as resins and aluminium.   

♦ Clientele mix. Based on 1HFY09’s revenue, Daibochi’s clientele mix includes major players (MNCs: c.67%) from 
the F&B industry (c.96%) such as Nestle, Cadbury, PepsiCo, Kraft Foods (or Danone) and Dutch Lady. 
Meanwhile, local clients include Munchy’s, PowerRoot and London Biscuits. Its top 10 clients have been with the 
company for more than 10 years and accounts for c.65% of total revenue contribution. 

 

Source: Company data      Source: Company data 

 
Table 3: Current Major Contracts 

> Largest supplier of Milo packaging in South East Asia 

> Sole supplier to Nestle Chembong Confectionary Factory 

> Supplier of >90% of Cadbury’s flexible packaging in Malaysia 

> Sole supplier of Kraft / Danone biscuits in Malaysia 

Source: Company data 

♦ Expansion into overseas. Having an established MNC clientele mix has helped Daibochi to venture further into 
overseas markets over the last few years, where it has a better pricing advantage, such as Australia. Some of 
the Australian companies that it currently services include Cadbury (Australia), Coles, Woolworths and pet food 
companies such as Alpo, Friskies etc.  
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EARNINGS PROSPECTS 

♦ 1HFY09 net profit increased by >100% yoy. While Daibochi’s 1HFY12/09 revenue grew by a mere 6.5% to 
RM113.4m (vs. RM106.5m in 1HFY08), net profit jumped more than 100% to RM10.8m (vs. RM4.4m in 
1HFY08), which management attributed to product innovation (particularly from metalisation conversion), better 
product and customer mix; as well as lower raw material prices.  

♦ Product innovation is the key to better margins. As explained earlier in the report, product innovation is a 
win-win situation for both Daibochi and its customers, as lower cost of production attributable to product 
innovation would translate directly into cost savings. Following the melamine milk scandal in 2008, we 
understand that F&B players are now more sensitive to food safety issues, leading to a switch to manufacturers 
with certifications and track record, despite having to pay a slightly higher premium. Furthermore, given higher 
food prices in 2007/2008 from the spike in commodity prices, F&B players seek ways to cut cost without having 
to sacrifice the quality of their products or to pass on all of the cost increase to its customers. Hence, this has 
led to the switch to innovative lower cost products with better margins. Meanwhile, Daibochi is also increasing its 
exports to developed countries such as Australia, which generally requires more value-added products, which 
yield better margins.      

♦ Raw material prices on downtrend? Raw materials such as resin and aluminium have dropped by c.50% 
currently from the peak in 2HFY08. Furthermore, given the switch from aluminium foil to metalized plastics by 
its customers, raw material costs should come down even further as metalized plastics require less of aluminium 
as compared to aluminium foil, assuming there is no sudden spike in prices of resin. However, going forward, we 
believe that the price trend for resin and aluminum is on a gradual rise again, following the gradual increase in 
commodity prices worldwide.  

♦ Growth moving forward. Management is confident that its current earnings trend is sustainable at least until 
FY12/10, given that orders are generally based on two-year contract terms while cost savings / increase are 
passed-through directly on a quarterly basis. As such, if we were to annualise 1HFY09’s earnings, FY09 net profit 
could potentially be approximately RM21.6m, representing more than 160% jump in yoy earnings. As its ninth 
printing line would be commissioning operations in FY10, we forecast net profit to grow 23% yoy to RM26.8m in 
FY10. Beyond 2010, growth momentum would be spurred by new orders from current and new clientele, 
expansion into other overseas markets, diversification into new industries and production innovations.  
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Sources: Company data, RHBRI 
^ FY09f is based on annualized 1HFY09 earnings.  

♦ Net gearing stood at 0.1x. As at 1HFY09, Daibochi’s total borrowings stood at RM21.8m, while its net gearing 
ratio was at a comfortable 0.14x.  

♦ Consistent dividends. While Daibochi has yet to fix a dividend policy, it has been paying out more than 40% of 
its net profit since 2004. This is expected to continue going forward given low capex requirement of RM7-10m 
p.a. and operating cash flow of RM10-25m p.a.. We also gather from management that Daibochi is looking to 

>100% jump in pre-tax and net profit due 
to product innovation, better product and 
customer mix as well as lower raw material 
prices. 

Chart 4: Turnover vs. Pretax Profit 
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propose for a fixed dividend payout policy in the next board meeting. Based on a minimum 40% dividend 
payout, net dividend yields are estimated at 8-11% for FY09-11. 

 

RISKS 

♦ Risks to our view. The risks include: 1) sharp spike in raw material prices; 2) product contamination; 3) loss of 
contracts from major customers; and 4) shutdown / plant accidents.  

VALUATIONS 

♦ Undervalued gem? Daibochi is currently trading at FY12/09 PER of 4.8x and FY12/10 PER of 3.9x, which is 
relatively low compared to its 2 to 4 year historical PER of 6-7x. We value Daibochi at RM2.30 based on 6.5x 
FY12/10 EPS of 35.4 sen, which is its average historical PER. This represents a potential upside of 68%. Based 
on its net historical payout of 40%, the net dividend yield is approximately 8-11% p.a.. Given Daibochi’s market 
leading position together with higher historical dividend payout, we believe that the premium that Daibochi is 
trading in comparison to Tomypak is justifiable.  

 

  FYE Price 
(RM) 

Mkt 
cap 

(RMm) 

FY08  
EPS 

FY09f  
EPS^ 

EPS 
growth 
FY09 
(%) 

PER 
(x) 

FY09 

NDY 
(%) 

FY09* 

Daibochi Dec 1.37 104.0 10.8 28.6 166.4  4.8 8.4 

Tomypak Dec 1.32 52.8 19.1 41.5 117.5  3.2 6.3 

^ based on annualised earnings       

* based on historical net dividend payout      

 

 

 

 

 

 
 
 
 
 
 
 
 

Table 5. Earnings Forecasts 
 
FYE Dec (RMm) FY07a FY08a FY09F^ FY10F* FY11F 

      
Turnover 202.4 217.2 226.8 255.2 267.9 
Turnover growth (%) (3.6) 7.3  4.4  12.5 5.0 
      
Gross Profit 23.2 21.7 36.3 40.8 42.9 

      
EBITDA 19.5 19.9 35.5 40.0 42.0 
EBITDA margin (%) 9.6  9.1  15.7  15.7  15.7  
      
Depr&Amor (7.9) (7.9) (7.9) (7.9) (7.9) 
Net Interest (2.1) (2.0) (1.1) 0.5  0.9  
      
Pretax Profit 9.1 9.0 26.5  32.5  34.9  
Tax   (0.2) (0.7) (4.2) (5.2) (5.6) 
Minorities (0.3) 0.2  (0.5) (0.5) (0.5) 
Net Profit 8.7 8.2 21.7  26.8  28.9  
      
Source: Company data, RHBRI estimates 
^ Annualised earnings 
* Based on the addition of  the 9th line.  



 
 

 

 
IMPORTANT DISCLOSURES 
 
This report has been prepared by RHB Research Institute Sdn Bhd (RHBRI) and is for private circulation only to clients of RHBRI and RHB Investment Bank 
(previously known as RHB Sakura Merchant Bankers).  It is for distribution only under such circumstances as may be permitted by applicable law.  The opinions 
and information contained herein are based on generally available data believed to be reliable and are subject to change without notice, and may differ or be 
contrary to opinions expressed by other business units within the RHB Group as a result of using different assumptions and criteria.  This report is not to be 
construed as an offer, invitation or solicitation to buy or sell the securities covered herein. RHBRI does not warrant the accuracy of anything stated herein in any 
manner whatsoever and no reliance upon such statement by anyone shall give rise to any claim whatsoever against RHBRI. RHBRI and/or its associated persons 
may from time to time have an interest in the securities mentioned by this report. 
  
This report does not provide individually tailored investment advice.  It has been prepared without regard to the individual financial circumstances and objectives 
of persons who receive it.  The securities discussed in this report may not be suitable for all investors.  RHBRI recommends that investors independently evaluate 
particular investments and strategies, and encourages investors to seek the advice of a financial adviser.  The appropriateness of a particular investment or 
strategy will depend on an investor’s individual circumstances and objectives.  Neither RHBRI, RHB Group nor any of its affiliates, employees or agents accepts 
any liability for any loss or damage arising out of the use of all or any part of this report. 
  
RHBRI and the Connected Persons (the “RHB Group”) are engaged in securities trading, securities brokerage, banking and financing activities as well as providing 
investment banking and financial advisory services.  In the ordinary course of its trading, brokerage, banking and financing activities, any member of the RHB 
Group may at any time hold positions, and may trade or otherwise effect transactions, for its own account or the accounts of customers, in debt or equity 
securities or loans of any company that may be involved in this transaction. 
 
“Connected Persons” means any holding company of RHBRI, the subsidiaries and subsidiary undertaking of such a holding company and the respective directors, 
officers, employees and agents of each of them.  Investors should assume that the “Connected Persons” are seeking or will seek investment banking or other 
services from the companies in which the securities have been discussed/covered by RHBRI in this report or in RHBRI’s previous reports. 
 
This report has been prepared by the research personnel of RHBRI.  Facts and views presented in this report have not been reviewed by, and may not reflect 
information known to, professionals in other business areas of the “Connected Persons,” including investment banking personnel. 
 
The research analysts, economists or research associates principally responsible for the preparation of this research report have received compensation based 
upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues. 
 
The recommendation framework for stocks and sectors are as follows : - 
 
 
Stock Ratings 
 
Outperform = The stock return is expected to exceed the FBM KLCI benchmark by greater than five percentage points over the next 6-12 months. 
 
Trading Buy = Short-term positive development on the stock that could lead to a re-rating in the share price and translate into an absolute return of 15% or more 
over a period of three months, but fundamentals are not strong enough to warrant an Outperform call.  It is generally for investors who are willing to take on 
higher risks.  
 
Market Perform = The stock return is expected to be in line with the FBM KLCI benchmark (+/- five percentage points) over the next 6-12 months. 
 
Underperform = The stock return is expected to underperform the FBM KLCI benchmark by more than five percentage points over the next 6-12 months. 
 
Industry/Sector Ratings 
 
Overweight = Industry expected to outperform the FBM KLCI benchmark, weighted by market capitalisation, over the next 6-12 months. 
 
Neutral = Industry expected to perform in line with the FBM KLCI benchmark, weighted by market capitalisation, over the next 6-12 months. 
 
Underweight = Industry expected to underperform the FBM KLCI benchmark, weighted by market capitalisation, over the next 6-12 months. 
 
RHBRI is a participant of the CMDF-Bursa Research Scheme and will receive compensation for the participation.  Additional information on recommended 
securities, subject to the duties of confidentiality, will be made available upon request. 
 
This report may not be reproduced or redistributed, in whole or in part, without the written permission of RHBRI and RHBRI accepts no liability whatsoever for the 
actions of third parties in this respect. 
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