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 • Polyester blues. The price of polyester film, a raw material for flexible packaging 
companies, shot up 50-60% in Oct alone. Although polyester film could in some 
instances be substituted with BOPP film whose price is now about 40% cheaper 
than polyester film, the packaging companies’ customers need time to make 
changes to machine specifications. We, therefore, expect flexible packaging 
companies to bear some of the rise in cost of polyester this quarter, leading to some 
margin squeeze in 4Q10. However, margins should stabilise in 2011. Accordingly, 
we cut Daibochi’s and Tomypak’s EPS by 22-24% for FY10 and 2-3% for FY11-12. 
However, we continue to rate the sector an OVERWEIGHT and retain our 
Outperform call on Daibochi and Tomypak. The margin squeeze in 4Q is only a 
short-term issue as both companies are able to pass on the rise in raw material 
costs. The sector offers an indirect exposure to Asian’s resilient F&B sector as 90% 
of its business is from this industry. Daibochi is our top pick in the sector.  

• Sharp price rise for polyester in Oct. Polyester film prices have been trending 
upwards since 2Q09 and have risen gradually from US$2.10-2.20/kg at end-09 to 
US$2.60-2.70/kg at end-Sep. But in Oct alone, prices shot up 50-60% to 
US$4.00/kg. We gathered from some industry players that supply is tight because 
there has not been any major capacity expansion the past 1-2 years. Even so, there 
is no fundamental justification for such a steep rise in Oct.  

• BOPP a substitute? Biaxially oriented polypropylene (BOPP) film whose price has 
been stable at US$2.40-2.50/kg since the start of the year could be used as a 
substitute for polyester film. Although customers prefer not to switch materials, the 
huge price difference is a big incentive to switch. But given that customers may 
need time to make changes to machine specifications, changes, if any, are likely to 
be made early next year, at the earliest. 

• Earnings downgrades but target price revised upwards. We are cutting 
Daibochi’s and Tomypak’s EPS by 22-24% for FY10 and 2-3% for FY11-12 to 
reflect margin erosion from continuing high polyester prices. However, we are 
raising our target prices for Daibochi and Tomypak by 1-6% as we roll them forward 
to end-11. We continue to rate the sector an OVERWEIGHT and retain our 
Outperform call on Daibochi and Tomypak. Both companies are able to pass on the 
rise in raw material costs. Also, the sector offers an indirect exposure to Asian’s 
resilient F&B sector as 90% of its business is from this industry. Potential catalysts 
for the sector include margin recovery from 1Q11 onwards, stronger revenue growth 
in the next few quarters and attractive dividend yields. Daibochi is our top pick in the 
sector.     

  

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 2.97 4.85 72 7.9 6.9 12.9 1.4 19.2 8.7 
Tomypak TOMY MK O 1.26 2.00 44 5.5 5.0 7.9 1.3 25.8 6.8 
Simple average      6.7 6.0 10.7 1.4 22.4 7.7 

            

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

 Sharp price rise for polyester in Oct. The price of polyester films shot through the 
roof in October, prompting us to assess its impact on the earnings of the flexible 
packaging companies under our coverage, i.e. Daibochi Plastics and Tomypak 
Holdings. Polyester film prices have been trending upwards since 2Q09 and have 
risen gradually from US$2.10-2.20/kg at end-09 to US$2.60-2.70/kg at end-Sep. But 
in Oct alone, prices shot up 50-60% to US$4.00/kg. 

  

 Figure 1:  Polyester film prices (US$/kg) 
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 What happened? From our discussions with some of the industry players, we 

understand that supply is tight because there has not been any major capacity 
expansion the past 1-2 years. Even so, there is no fundamental justification for such a 
steep rise in Oct.  

Move towards higher-value products. Traditionally, polyester film has been used 
mainly in the food processing industry. Demand for polyester film has grown rapidly 
due to the high growth of the flexible packaging market segment. 

New demand for film. The past few years has also seen increased demand due to
new applications for polyester films. Polyester film producers are shifting towards 
higher-value-added specialty film for products such as solar power cells, touch-screen 
panels for mobile phones and flat screen televisions. This reduced the supply of 
polyester film for the food packaging industry, leading to a rise in polyester selling 
prices since early 2009. 

New capacity only from 2011 onwards. With new capacity in China coming 
onstream only from 2011 onwards, our industry sources expect polyester film prices to 
remain volatile for another 6-8 months.   

Cost impact for flexible packaging players. On average, we estimate that polyester 
film accounts for around 20-25% of flexible packagers’ raw material costs. On an 
overall basis, raw materials make up 70-75% of flexible packaging companies’ total 
production costs.      

  
 Figure 2:  Average raw material breakdown for flexible packaging producers (%) 
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 Figure 3: Average operating cost breakdown for plastic flexible packaging producers 
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 Why use polyester films? Polyester film has been traditionally used for food 

packaging, mainly because of its high melting point and high tensile strength. For 
example, the melting point for polyester for PET films is 260°C compared to 170°C  for 
OPP. Polyester film does not deform easily at high temperatures, which is an asset in 
the food packaging process where high temperatures are usually needed to seal the
packaging.    

  
 Figure 4:  Properties of selected films  

 

Property Unit PET OPP PE PVC
Melt point Celcius 260 170 135 180
Tensile strength kgf/mm2 22 19 2 10
Tear strength kgf 22 15 2 8
Elongation % 120 110 400 50  

 Source: Industry source, CIMB Research, 

  

 Outlook  
  

 BOPP a substitute? Polyester could be substituted by biaxially oriented 
polypropylene (BOPP) film whose price has been relatively stable at US$2.40-2.50/kg 
since the start of the year.   

Cheaper alternative? From our discussions with some industry players, some 
converters are already moving towards BOPP film as it is a cheaper alternative. In 
some cases, converters are trying to replace metallised polyester film with metallised 
BOPP film. However, we understand that BOPP cannot be a substitute for polyester 
films in some applications. Furthermore, customers might need time to make changes 
to machine specifications as BOPP film has a lower melting point of 170°C compared 
to 260°C for polyester film.   

  
 Figure 5:  Price comparison for BOPP and polyester film (US$/kg) 
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 Catalysts for change? Generally, customers prefer not to switch materials. However, 
given the 70% price premium for polyester film vs. BOPP film, customers are likely to 
switch to the latter. But they may need time to make changes to machine 
specifications. This means that changes, if any, are likely to be evident only from early 
next year onwards.  

  

 Figure 6:  Polyester film’s price premium over BOPP (%) 
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 Source: Industry sources & CIMB Research 

  

 
 

Earnings impact – sharing the pain. We expect flexible packaging companies to 
share some of the rising cost in polyester prices in this quarter as their customers will 
need time to make the necessary adjustments to their machinery. As such, profit 
margins from flexible packaging companies should experience some margin squeeze 
in 4Q10. However, profit margins should stabilise somewhat from next year onwards. 

Daibochi’s EPS revised downwards. As we expect Daibochi to bear some of the 
rise in polyester cost this quarter, we are cutting our EPS forecasts by 22.3% for FY10 
and 1.7-1.8% for FY11-12. Our DPS forecasts are revised downwards accordingly. 

Tomypak’s EPS revised downwards. Tomypak is similarly affected by the polyester 
price rise. We are lowering our EPS forecasts by 24.2% for FY10 and 2.3-2.9% for 
FY11-12. However, we maintain our DPS forecasts as the company should be able to 
meet them. 

  

 Valuation and recommendation  
  

 Target price revised upwards for Daibochi... As we are in the final quarter of the 
year, we roll forward our target price for Daibochi to end-11. We continue to value the 
stock at a 20% discount to our target market P/E. However, our target market P/E for 
2012 is 13.8x, down from 15x for 2011. Our target price rises from RM4.60 to RM4.85
based on 11x CY12 P/E. We maintain our Outperform recommendation. Factors that 
could catalyse the stock include i) margin recovery from 1Q11 onwards, ii) contracts 
from major non-F&B companies and, iii)  attractive gross dividend yield of 8-9% for
2011. 

…and Tomypak. We also roll forward Tomypak’s target price to end-11. We continue 
to value the stock at a 30% discount to Daibochi’s revised 11x target P/E. Our target 
price rises marginally from RM1.98 to RM2.00 based on 7.7x CY12 P/E. The stock 
remains an Outperform. Potential re-rating catalysts include i) profit margin recovery 
from 1Q11 onwards, and ii) stronger-than-expected revenue. 

Sector remains an OVERWEIGHT.  We continue to rate the sector an 
OVERWEIGHT and retain our Outperform call on Daibochi and Tomypak. The margin 
squeeze in 4Q is only a short-term issue as both companies are able to pass on the 
rise in raw material costs. Also, the sector offers an indirect exposure to Asian’s 
resilient F&B sector as 90% of its business is from this industry. Daibochi is our top 
pick in the sector.  
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 Figure 7:  Daibochi’s 1-year forward P/E chart (x) 
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 Figure 8:  Tomypak’s 1-year forward P/E chart (x) 
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 Figure 9:  Daibochi’s declared gross DPS (sen)  
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 Figure 10:  Tomypak’s net DPS (sen) declared since 2007 
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 QUICK TAKES

  26 October 2010 

CIMB Research Report  Syariah-compliant stock 

OUTPERFORM Maintained Daibochi Plastic & Packaging RM2.97 Target: RM4.85 

Polyester blues Mkt.Cap: RM225m/US$72m 
 Packaging  

M
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DPP MK / DPPM.KL Nigel Foo +60(3) 2084 9293 – nigel.foo@cimb.com       

 
 
 

 Lowering EPS for polyester price rise 
Polyester film prices have risen gradually from US$2.10-2.20/kg at end-09 to 
US$2.60-2.70/kg at end-Sep and US$4.00/kg in Oct. As we expect Daibochi to bear 
some of the rise in polyester cost this quarter, we are cutting our EPS forecasts by 
22.3% for FY10 and 1.7-1.8% for FY11-12. Our DPS forecasts are revised downwards 
accordingly. As we are in the final quarter of the year, we roll forward our target price 
for Daibochi to end-11. We continue to value the stock at a 20% discount to our target 
market P/E. However, our target market P/E for 2012 is 13.8x, down from 15x for 
2011. Our target price rises from RM4.60 to RM4.85 based on 11x CY12 P/E. We 
maintain our OUTPERFORM recommendation. Factors that could catalyse the stock 
include i) margin recovery from 1Q11 onwards, ii) contracts from major non-F&B 
companies and, iii)  attractive gross dividend yield of 8-9% for 2011. 

 Rising polyester prices 
Sharp price rise for polyester in Oct. The price of polyester films shot through the 
roof in October, prompting us to assess its impact on the earnings of the flexible 
packaging companies under our coverage, i.e. Daibochi Plastics and Tomypak 
Holdings. Polyester film prices have been trending upwards since 2Q09 and have 
risen gradually from US$2.10-2.20/kg at end-09 to US$2.60-2.70/kg at end-Sep. But 
in Oct alone, prices shot up 50-60% to US$4.00/kg. 

Cost impact for flexible packaging players. On average, we estimate that polyester 
film accounts for around 20-25% of flexible packagers’ raw material costs. On an 
overall basis, raw materials make up 70-75% of flexible packaging companies’ total 
production costs 

BOPP a substitute? Polyester could be substituted by biaxially oriented 
polypropylene (BOPP) film whose price has been relatively stable at US$2.40-2.50/kg 
since the start of the year.   

Cheaper alternative? From our discussions with some industry players, some 
converters are already moving towards BOPP film as it is a cheaper alternative. In 
some cases, converters are trying to replace metallised polyester film with metallised 
BOPP film. However, we understand that BOPP cannot be a substitute for polyester 
films in some applications. Furthermore, customers might need time to make changes 
to machine specifications as BOPP film has a lower melting point of 170°C compared 
to 260°C for polyester film.   

Earnings impact – sharing the pain. We expect flexible packaging companies to 
share some of the rising cost in polyester prices in this quarter as their customers will 
need time to make the necessary adjustments to their machinery. As such, profit 
margins from flexible packaging companies should experience some margin squeeze 
in 4Q10. However, profit margins should stabilise somewhat from next year onwards.  
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 Figure 1:  Polyester film prices (US$/kg) 
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 Source: Industry sources 

 
Valuation and recommendation  
Daibochi’s EPS revised downwards. As we expect Daibochi to bear some of the 
rise in polyester cost this quarter, we are cutting our EPS forecasts by 22.3% for FY10 
and 1.7-1.8% for FY11-12. Our DPS forecasts are revised downwards accordingly. 

Target price revised upwards. As we are in the final quarter of the year, we roll 
forward our target price for Daibochi to end-11. We continue to value the stock at a 
20% discount to our target market P/E. However, our target market P/E for 2012 is 
13.8x, down from 15x for 2011. Our target price rises from RM4.60 to RM4.85 based 
on 11x CY12 P/E. We maintain our OUTPERFORM recommendation. Factors that 
could catalyse the stock include i) margin recovery from 1Q11 onwards, ii) contracts 
from major non-F&B companies and, iii)  attractive gross dividend yield of 8-9% for 
2011. 

 Financial summary  

 
 
 
 
 
 

Price chart  
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FYE Dec 2008 2009 2010F 2011F 2012F 
Revenue (RM m) 217.2 221.8 245.8 272.8 300.1 
EBITDA (RM m) 16.7 33.1 32.4 46.4 51.6 
EBITDA margins (%) 7.7% 14.9% 13.2% 17.0% 17.2% 
Pretax profit (RM m) 9.0 27.1 24.2 37.5 43.1 
Net profit (RM m)  8.1 22.7 18.4 28.6 32.7 
EPS (sen) 10.7 29.9 24.3 37.6 43.1 
EPS growth (%) (6.9%) 180.2% (18.8%) 55.0% 14.5% 
P/E (x) 27.8 9.9 12.2 7.9 6.9 
Gross DPS (sen) 8.2 21.2 16.6 25.8 29.5 
Dividend yield (%) 2.8% 7.1% 5.6% 8.7% 9.9% 
P/BV (x) 2.0 1.8 1.6 1.4 1.3 
ROE (%) 7.1% 18.4% 13.9% 19.2% 20.0% 
Net gearing (%) 23.8% 11.8% 3.4% N/A N/A 
Net cash per share (RM) N/A N/A N/A 0.09 0.29 
P/FCFE (x) 1,127.1 9.4 11.9 8.5 7.2 
EV/EBITDA (x) 15.2 7.3 7.2 4.7 4.0 
% change in EPS estimates                   (22.3) (1.7) (1.8) 
CIMB/Consensus (x)   0.74 0.99 0.98  

    

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 



 Please read carefully the important disclosures at the end of this publication.  
 

Figure 2: 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 2.97 4.85 72 7.9 6.9 12.9 1.4 19.2 8.7 
Tomypak TOMY MK O 1.26 2.20 44 5.5 5.0 7.9 1.3 25.8 6.8 
Simple average      6.7 5.9 10.5 1.4 22.5 7.7 

            

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

 Figure 3:  Daibochi’s 1-year forward P/E chart (x) 
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 Figure 4:  Daibochi’s declared gross DPS (sen)  
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 QUICK TAKES

  26 October 2010 

CIMB Research Report  Syariah-compliant stock 

OUTPERFORM Maintained Tomypak Holdings RM1.26 Target: RM2.00 

Polyester blues Mkt.Cap: RM137m/US$44m 
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TOMY MK / TOMY.KL Nigel Foo +60(3) 2084 9293 – nigel.foo@cimb.com       

 
 
 

 Lowering EPS for polyester price rise 
Polyester film prices have risen gradually from US$2.10-2.20/kg at end-09 to 
US$2.60-2.70/kg at end-Sep and US$4.00/kg in Oct. As we expect Tomypak to bear 
some of the rise in polyester cost this quarter, we are We are lowering our EPS 
forecasts by 24.2% for FY10 and 2.3-2.9% for FY11-12. However, we maintain our 
DPS forecasts as the company should be able to meet them. We continue to value the 
stock at a 30% discount to Daibochi’s revised target P/E of 11x. Our target price rises 
marginally from RM1.98 to RM2.00, based on 7.7x CY12 P/E. The stock remains an 
OUTPERFORM. Potential re-rating catalysts include i) profit margin recovery from 
1Q11 onwards, ii) stronger-than-expected revenue, and iii) attractive P/E valuations. 

 Rising polyester prices 
Sharp price rise for polyester in Oct. The price of polyester films shot through the 
roof in October, prompting us to assess its impact on the earnings of the flexible 
packaging companies under our coverage, i.e. Daibochi Plastics and Tomypak 
Holdings. Polyester film prices have been trending upwards since 2Q09 and have 
risen gradually from US$2.10-2.20/kg at end-09 to US$2.60-2.70/kg at end-Sep. But 
in Oct alone, prices shot up 50-60% to US$4.00/kg. 

Cost impact for flexible packaging players. On average, we estimate that polyester 
film accounts for around 20-25% of flexible packagers’ raw material costs. On an 
overall basis, raw materials make up 70-75% of flexible packaging companies’ total 
production costs 

BOPP a substitute? Polyester could be substituted by biaxially oriented 
polypropylene (BOPP) film whose price has been relatively stable at US$2.40-2.50/kg 
since the start of the year.   

Cheaper alternative? From our discussions with some industry players, some 
converters are already moving towards BOPP film as it is a cheaper alternative. In 
some cases, converters are trying to replace metallised polyester film with metallised 
BOPP film. However, we understand that BOPP cannot be a substitute for polyester 
films in some applications. Furthermore, customers might need time to make changes 
to machine specifications as BOPP film has a lower melting point of 170°C compared 
to 260°C for polyester film.   

Earnings impact – sharing the pain. We expect flexible packaging companies to 
share some of the rising cost in polyester prices in this quarter as their customers will 
need time to make the necessary adjustments to their machinery. As such, profit 
margins from flexible packaging companies should experience some margin squeeze 
in 4Q10. However, profit margins should stabilise somewhat from next year onwards. 
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 Figure 1:  Polyester film prices (US$/kg) 
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Valuation and recommendation 
Tomypak’s EPS revised downwards. We are lowering our EPS forecasts by 24.2% 
for FY10 and 2.3-2.9% for FY11-12. However, we maintain our DPS forecasts as the 
company should be able to meet them.  

…and Tomypak. We also roll forward Tomypak’s target price to end-11. We continue 
to value the stock at a 30% discount to Daibochi’s revised target P/E of 11x. Our 
target price rises marginally from RM1.98 to RM2.00 based on 7.7x CY12 P/E. The 
stock remains an OUTPERFORM. Potential re-rating catalysts include i) profit margin 
recovery from 1Q11 onwards, ii) stronger-than-expected revenue growth over the next 
few quarters and iii) attractive P/E valuations. 

 Financial summary  

 
 
 
 
 
 
 

Price chart  
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FYE Dec 2008 2009 2010F 2011F 2012F 
Revenue (RM m) 182.8 159.1 182.9 194.6 212.2 
EBITDA (RM m) 18.1 31.6 27.1 36.9 40.2 
EBITDA margins (%) 9.9% 19.9% 14.8% 19.0% 18.9% 
Pretax profit (RM m) 7.9 20.8 17.0 27.5 30.5 
Net profit (RM m)  7.6 20.1 15.6 24.8 27.1 
EPS (sen) 7.6 20.1 14.5 23.0 25.3 
EPS growth (%) 406.7% 164.5% (27.6%) 58.2% 9.7% 
P/E (x) 16.6 6.3 8.7 5.5 5.0 
Gross DPS (sen) 1.6 6.5 7.4 8.5 9.6 
Dividend yield (%) 1.3% 5.1% 5.9% 6.8% 7.6% 
P/BV (x) 2.1 1.6 1.6 1.3 1.1 
ROE (%) 12.9% 26.1% 19.1% 25.8% 23.7% 
Net gearing (%) 58.8% 11.5% 8.1% N/A N/A 
P/FCFE (x) 315.0 4.5 17.1 4.3 6.4 
EV/EBITDA (x) 8.9 4.3 5.3 3.2 2.6 
% change in EPS estimates                   (24.2) (2.4) (2.9) 
CIMB/Consensus (x)   0.75 0.98 0.99  

    

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 



 Please read carefully the important disclosures at the end of this publication.  
 

Figure 2: 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 
Tomypak TOMY MK O 1.26 2.00 44 5.5 5.0 7.9 1.3 25.8 6.8 
Daibochi DPP MK O 2.97 4.85 72 7.9 6.9 12.9 1.4 19.2 8.7 
Simple average      6.7 5.9 10.5 1.4 22.5 7.7 

            

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

 Figure 3:  Tomypak 1-year forward P/E chart (x) 
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 Figure 4:  Tomypak net DPS (sen) declared since 2007 
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 Appendix: Technical outlook 
Daibochi Plastics – still in consolidation phase 
Consolidation for now. Daibochi’s share price appears to be consolidating in a wedge 
or possible triangle formation since it reached a peak in Mar 10. The weekly chart 
shows resistance at RM3.32 and support at RM2.50. The weekly MACD and RSI have
yet to throw off “BUY” signals. The daily chart shows resistance at the 50-day SMA 
(RM3.04) and the 200-day SMA (RM3.16). A break above these SMAs and the weekly 
resistance trendline would indicate that the next uptrend has started. Until then, the 
stock remains in a base building phase.                    

  
 Figure 1: Daibochi Plastic’s weekly chart (RM2.97) 

 

 
 Source: Bloomberg, CIMB Research 

  
 Figure 2: Daibochi Plastic’s daily chart (RM2.97) 

 

 

 Source: Bloomberg, CIMB Research 
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Tomypak Holdings – Wedged in? 
Wedge consolidation? Tomypak’s share price could be consolidating in a bullish 
declining wedge formed since its Jul 10 peak. The key support trendline is at RM1.14 
while the resistance trend line is at RM1.29. The immediate resistance is at the 50-day 
SMA (RM1.31). A breakout above the RM1.29 major resistance trendline would be a 
bullish sign. Until then, the stock remains in a consolidation phase.    

  

 Figure 3: Tomypak’s weekly chart (RM1.25) 

 

 
 Source: Bloomberg, CIMB Research 

  

 Figure 4: Tomypak’s daily chart (RM1.25) 

 

 

 Source: Bloomberg, CIMB Research 
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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.   

 
CIMB Research Pte Ltd  (Co. Reg. No. 198701620M)  
 
 



[  17  ] 

 
 

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.   

 
 
 
 
 


