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l 30-year track record. Daibochi Plastic and Packaging Industry (DPPI), 
the Malaysian market leader in flexible packaging, is on the cusp of a 
new level of growth with its competitive edge of technical skill and 
product innovation, as well as regional expansion. 

l 1HFY09 earnings have already surpassed FY08. Modest sales growth 
has been enhanced by moderating raw material prices (in-line with crude 
oil price) and better product mix with focus on high -margin metallized 
and multi -layered products. Pretax profit margin more than doubled to 
12% in 1HFY09 from 5% in 1HFY08. Management believes that such 
margins will be sustainable into FY10 given stable demand for its higher -
value products. 

l Higher dividend payout in FY09. The firm paid an interim dividend per 
share (DPS) of 4.0 sen for the first time in 2QFY09 and is on track to 
paying out our estimated 14 sen FY09 DPS. This would translate to a 
dividend yield of 9.9%.  

l Full value chain of packaging solutions  from prepress and cylinder -
making to gravure printing and bagging offered by DPPI’s plant in Ayer 
Keroh Industrial Estate, Melaka. There is still room for growth as the 
plant is running at 60-65% of its total production capacity of 405m metres 
per year.  

l High profile MNC clients such as Nestle and PepsiCo that DPPI has 
begun to supply regionally. E xports accounts for 40% of FY08 revenue 
and is still growing. With its wholly-owned Melbourne-based subsidiary, 
Daibochi Australia Pty Ltd, DPPI is well-positioned to capture a slice of 
the AU$300m (RM883m). 

l Extending reach beyond the F&B industry. The company is actively 
courting new clients in other industries such as tobacco, electric and 
electronics. DPPI has become a regional supplier for British American 
Tobacco (BAT) with its new printed OPP promotional film packaging for 
‘Kent’ cigarettes. The company is now looking to a new anti -static 
packaging for consumer electronic products.  

l Indicative fair value of RM1.90 is based on 7x PER applied to FY09 
EPS of 27.4 sen. Our target price represents a potential 20% upside to 
current share price.  

 

 

 

Stock data 

Market cap (RMm): 116.9 
Issued shares (m): 75.9 
52-week range: RM0.40-RM1.72 
3-mth avg daily volume: 1,019,326 
Bloomberg code: DPP MK 
YTD price chg: +211.1% 
YTD KLCI chg: +37.0%  
Est. free float: 50.4% 
Major shareholders:  
Low Chan Tian: 11.5% 
Datuk Wong Soon Lim:   6.5% 
KLCI FBM30 FBM70 Syariah Hijrah 
No No No Yes No 

Consensus 
FYE 31 Dec 2009E 2010E 
Net profit (RMm): na na 
EPS (sen): na na 

Forecast revision 
FYE 31 Dec 2009E 2010E 
Revision (%): - - 
Ne profit (RMm):  20.8 25.6 
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Daibochi Plastic & Packaging 
FY09 earnings all wrapped up  

UNRATED 
RM1.54 
 

Earnings Estimates 
FYE: 31 Dec (RMm) 2006 2007 2008 2009E 2010E 
Revenue 210.0 202.4 217.2 225.8 259.9 
EBIT 9.7 10.9 11.1 26.2 31.5 
Finance cost (2.7) (2.1) (1.6) (1.2) (1.0) 
Share of associate 0.1 0.3 (0.5) (0.3) (0.2) 
Pretax profit 7.2 9.2 9.0 24.7 30.3 
Tax (1.5) (0.2) (0.7) (3.7) (4.5) 
M I (0.3) (0.3) (0.2) (0.2) (0.2) 
Net profit 5.4 8.7 8.2 20.8 25.6 
EPS (sen) 7.2 11.4 10.7 27.4 33.7 
EPS growth 163.9% 60.0% -6.1%  155.3% 22.8% 
DPS (sen) 4.0 6.0 6.0 14.0 14.0 
NTA/share (RM) 1.39 1.47 1.51 1.64 1.84 
PER (x) 21.5 13.5 14.3 5.6 4.6 
P/NTA (x) 1.1 1.1 1.0 0.9 0.8 
EV/EBITDA (x) 8.8 7.3 7.5 6.7 5.5 
ROE (%) 5.2% 7.9% 7.2%  16.8% 18.4% 
Div. Yield (%) 2.6% 3.9% 3.9%  9.1% 9.1% 
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Background 

Mor e than 30 years old. Flexible packaging manufacturer Daibochi Plastic 
and Packaging Industry (DPPI) was first incorporated in October 1972 as a 
private limited company and was converted to a public company in 1990. 
The stock was listed on the Second  Board of Bursa Malaysia in 1990 and 
transferred to Main Board in 2003. 

Main shareholders are Low Chan Tian (Executive Director, son of founder 
Y.B. Datuk Low Kiok Boo) with 11.4% shareholding and Datuk Wong Soon 
Lim (Executive Director) with 6.5%. 

Corporate Structure 

 

 

 

 

 

 

 

 

 

 

 

Source:Company 

Business Activities 

Began with plain single-ply plastic bags for the general food industry in 
1973. Production was moved to its current premises in Ayer Keroh 
Industrial Estate, Melaka in 1979. The company has grown to become one 
of the two largest packaging players in Malaysia, with a combined market 
share of 60%.  

Now market leader with 30-35% market share, providing end-to-end 
flexible packaging solutions to myriad F&B and FMCG companies. DPPI 
can be likened to a bespoke tailor, fusing different combinations of base 
films (polyester, cellophane, polypropylene, etc) together to suit the client’s 
requirements . Note that DPPI’s flexible packaging is a specialised product, 
not a commodity, and enjoys higher profit margins as a result.  

Major products 

Product Type Applications 
High Permeability Barrier Coffee, nuts, potato chips 
Cost Effective Barrier Snacks, biscuits, wafer, chocolate, cakes 
General Packaging Noodles, biscuits, wafers, outer packaging 
Specialty Application Labelling, ice-cream, frozen food, cereal peel seal, seasoning oil, 

laundry  detergent, shower foam  
Source: Company 

 

Daibochi Plastic & Packaging Industry 

Daibochi Land Sdn Bhd 
Property development 

Daibochi Technology Sdn Bhd 
Dormant 

Stable Development Sdn Bhd 
Dormant 

Daibochi Australia Pty Ltd 
Marketing of packaging materials 

51% 

36% 

Skyline Resources (M) Sdn Bhd 
Property development 

100% 

100% 

100% 
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Products 
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Key Milestones 

Year Event 
1972 Began production in 10,000 sq ft plant in Melaka. 
1984 Started making printing cylinders in-house.  
1987 Began making polypropylene films in-house.  
1990 Listed on Second Board of Bursa Malaysia.  
 Started making metallized films in-house. 
1994 Acquired fastest extrusion laminator in South East Asia.  
1996 Moved to current premises. 
1999 Became supplier to Nestle Malaysia.  
2001 Incorporated Australian subsidiary. 
2002 Became regional supplier to Nestle in South East Asia.  
2003 Transferred to Main Board of Bursa Malaysia.  

2007 
Won Gold award for Colorpak Packaging Export Award at Australian Packaging 
Awards. 

2009 Regional supplier to BAT. 
Source: Company 

 

Full value chain of packaging process offered from prepress and cylinder -
making to lamination and bagging. DPPI is the only packaging company to 
offer in -house cylinder -making, and one of the few with metalizing (plastic 
film coated with a thin layer of metal  used as substitute for aluminium foil) 
and sealing capabilities.  

Main production facility in Ayer Keroh Industrial Park, Melaka has total 
production capacity of 405m metres per year and is currently running at an 
average 60-65% utilisation rate. The plant is ISO:9001 and HACCP 
compliant, and is the first packaging plant in the country to be Halal-
certified.  

Aerial view of Ayer Keroh plant 
 

 

 

 

 

 

 

Source: Company 
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Prominent MNC client profile . Thanks to its more than 30-year presence 
in the packaging industry, DPPI has a strong following of customers that 
include big names like Nestle, Cadbury, Frito-Lay, Unilever and Kimberly-
Clark. MNCs contributed 64% of FY08 group revenue. The company is the 
sole supplier to Nestle’s confectionery factory in Chembong, Negeri 
Sembilan and accounts for 40-50% of Nestle Malaysia’s total flexible 
packaging requirements.  

Growing foreign market with exports accounting for 40% of FY08 
revenue. The company currently supplies to Nestle and PepsiCo regionally. 
Its major foreign markets are Australia, Philippines and Singapore.  

Property development division, Daibochi Land Sdn Bhd’s FY08 income 
was derived from the sale of residential houses in Lot 1016, and sale of 
shop houses and residential houses in Mukim of Bertam. Property 
development plans in the pipeline are shown below.  

Property development 

Location Land size Description Launch NBV at 
31/12/2008 

GDV 

Lot 824, Kawasan Bandar VI, Melaka 3.866 hectares  Commercial shop houses 1QFY10 11.9 n/a 
GM 28, Lot 271 & 275, Mukim Bertam, 
Melaka 

141,200 sq ft Residential houses FY10 4.0 11.5 

Lot 1016, Mukim Bukit Baru, Melaka 13,326 sq ft 2 pieces of bungalow land  FY05 0.2 n/a 
Source: Company 

Outlook 

Outlook on demand. Demand for flexible packaging is largely dependent 
on sales of F&B products, and 90% of DPPI’s sales revenue comes from 
products catering to the F&B industry. Given the rising trend for 
convenience foods and the healthy sales growth by F&B manufacturers in 
1HFY09, we expect resilient demand for DPPI”S products in FY09.  

Melamine scare in 2008 turned the spotlight on packaging’s role in 
ensuring food safety and raised awareness especially among local F&B 
producers. Demand for higher quality packaging helped drive DPPI’s sales. 

Effective duopoly in the Malaysian flexible packaging industry with DPPI 
and Tomypak Holdings having captured approximately 60% of domestic 
market share.  

Room for growth with regional expansion . DPPI currently supplies 
Nestle and PepsiCo regionally. The company is especially well-placed to 
service the Australian market with its  Melbourne -based subsidiary. Daibochi 
Australia Pty Ltd currently accounts for 10-20% of group revenue.  

New products in the pipeline targeting non-F&B industries . DPPI has 
lined up new products catering to new industries as part of the company’s 
strategy to grow its business and customer base. DPPI successfully 
developed a new printed OPP film packaging product for BAT Malaysia in 
FY09. The promotional packaging for KENT cigarettes that was delivered to 
BAT in February 2009 is now available i n the market, indicates potential for 
further collaboration with the tobacco giant, possibly even regionally. Apart 
from tobacco, DPPI is also targeting the electric and electronics industry 
with a new anti -static packaging product.  
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Promotional film packaging for BAT 

 

Source: Company 

Risks 

Fluctuating raw material prices. Plastic resins and films make up 42% of 
DPPI’s total operating expenses and as such, the company is susceptible to 
volatility in crude oil price. However, after  having been negatively impacted 
in 2004 by the spike in raw material prices, DPPI has put controls and an 
early-warning system into place to better manage its hedging mechanism. 
This was demonstrated in FY08 when DPPI managed to keep its net profit 
margin stable at 4% in spite of elevated raw materials price.  

Possibility of further land injections. 36% of Skyline Resources (M) Sdn 
Bhd is owned by DPPI and the remaining 64% stake is owned by the Low 
family. While DPPI does not rule out the possibility of spinning off the 
property development arm in the future, there remains the possibility of 
further property projects at present.  

Regulatory changes to discourage environmentally-unfriendly plastic 
packaging. Globally, the move to reduce plastic pollution has mainly 
focused on single-use plastic shopping bags, as banned by the Chinese 
government in January 2008. No cost-effective alternative exists to flexible 
packaging for food products and can be seen as the lesser of two evils 
compared to rigid packaging such as tins that require more raw material 
and fuel to transport. Note that biodegradable flexible packaging already 
exists but demand has been limited because it has a shorter shelf life and 
does not seal as well as conventional materials.  

 
Financials 

1HFY09 earnings already outperformed FY08 . 1HFY09 net profit of 
RM10.8m has already exceeded FY08’s RM8.2m. While 1HFY09 revenue 
rose by only 6% YoY, net profit increased by 46%. Moderation in price of 
raw materials and improvement in product mix with larger proportion of 
higher-margin metallized, pouch es and multi -layered products caused 
pretax profit margin to more than double to 12% in 1HFY09 (from 5% in 
1HFY08).  

Expect higher profit margins to be maintained in 2HFY09 as DPPI 
continues to benefit from stabilization in input costs and more value-added 
products. We expect DPPI to achieve an 11% pretax pr ofit margin in FY09.  

Higher dividend payout in FY09 with interim divi dend per share of 4 sen 
tax-exempt declared  in 2QFY09 for the first time in company history. 
Assuming a 51% dividend payout ratio, there is a possibility of a further 10 
sen to be paid out in FY09 that would translate to a FY09 dividend yield of 
10%.  
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Historical revenue and net profit (FY04-1HFY09) 
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Source: Company 

 

Valuation & recommendation  

Peer comparison . We have compared the historical statistics of DPPI with 
Tomypak Holdings, its closest local peer as forward estimates are not 
available.  

Peer comparison 
Stock Bberg Share Price Mkt Cap FYE EPS (sen) PER (x) Div. Yield ROE P/NTA 
 Ticker  10/09/2009 (RMm)  2008 2008 2008 2008 2008 
Daibochi Plastic & 
Packaging Ind 

DPP MK 1.54 116.9 Dec 10.7 14.3 4.4% 7.2%  0.9 

Tomypak Hldgs TOMY MK 1.45 58.0 Dec 19.0 7.6 2.1% 13.7%  1.0 
Average      11.0 3.2% 10.4%  0.9 

Source: Bloomberg 

Indicative price of RM 1.90 arrived at by applying a 7x PER to FY09 EPS 
of 27.4sen. We have used a PER valuation method as it better captures the 
company’s growth prospects. We are utilising a highly conservative 7x 
target FY09 PER (at 60%  discount to the local F&B industry average  of 
15x) to take into account DPPI’s lower market cap and trading liquidity. Fair 
value of RM1.90 would yield a FY09 P/NTA of 1.2x.  
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Earnings Estimates 

FYE: 31 Dec (RMm) 2006 2007 2008 2009E 2010E 
Revenue 210.0 202.4 217.2 225.8 259.9 
EBIT 9.7 10.9 11.1 26.2 31.5 
Finance cost (2.7) (2.1) (1.6) (1.2) (1.0) 
Share of associate 0.1 0.3 (0.5) (0.3) (0.2) 
Pretax profit 7.2 9.2 9.0 24.7 30.3 
Tax (1.5) (0.2) (0.7) (3.7) (4.5) 
M I (0.3) (0.3) (0.2) (0.2) (0.2) 
Net profit 5.4 8.7 8.2 20.8 25.6 
EPS (sen) 7.2 11.4 10.7 27.4 33.7 
DPS (sen) 4.0 6.0 6.0 14.0 14.0 
      
EBIT margin 4.6% 5.4% 5.1% 11.6%  12.1%  
Pretax margin 3.4% 4.5% 4.1% 10.9%  11.7%  
Net margin 2.6% 4.3% 3.8% 9.2%  9.8%  
Effective tax rate 20.6% 2.4% 7.8% 15.0%  15.0%  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not 
make any representations as to its accuracy or completeness.   Any recommendation contained in this document does not have regard to 
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This 
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. 
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document 
or any solicitations of an offer to buy or sell any securities.  Kenanga Investment Bank Berhad and its associates, their directors, and/or 
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or 
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. 
 

Published and printed by: 
KENANGA INVESTMENT BANK BERHAD (15678-H) 
8th Floor, Kenanga International, Jalan Sultan Ismail, 50250 Kuala Lumpur, Malaysia                                                            Yeonzon Yeow 
Telephone: (603) 2166 6822 Facsimile: (603) 2166 6823   Website: www.kenangaresearch.com                                          Head of Research  


