
 

Investment Hig hlights

 
• We reiterate our NEUTRAL  stance on the malt liquor market (MLM) with HOLDs on both Guinness Anchor Bhd (GAB) (FV: 

RM15.40/share)  and Carlsberg Brewery (M) Bhd (CAB) (FV: RM13.80/share) .  

• Expectations of flattish volumes -  We believe that last year’s anaemic malt liquor market (MLM) volume growth of 0% to 1% will 
extend into 2014 due to downward pressures on volumes. Although an unchanged excise duty of RM7.40/litre as well as intensified A&P 
campaigns by the brewers will lend some support to unit sales, negative consumer sentiments and the proliferation of contrabands will 
continue to be a drag. In addition, prices for most products have been recently raised by 3%-5%. 

• No kicker from world events - 2014 will see two special world events being held back-to-back, i.e. football’s largest tournament,  FIFA 
World Cup, in Brazil and the 20th Commonwealth Games. Historical data suggests that these events, especially the former, boost 
demand consumption considerably (+4% to +5%). That said, unfavourable match times (mostly on weekdays, starting between midnight 
and 9am in Malaysia) have prompted the brewers to concede that growth potential may be restrained, especially for on-trade sales, 
which make up the bulk of MLM volumes, at 60%-80%. 

• Two strategic priorities: (1) Innovation - In light of the tough operating environment and consumers’ increasingly discerning tastes, 
both brewers have underlined the importance of innovation in their strategic plans. This core idea will be applied across-the-board, in:- 
(i) the enhancement of brand equities (e.g. creating new brand/consumption experience); (ii) the development of product portfolios (e.g. 
introduction of new products/line extensions which track market trends); and (iii) the improvement of operational processes, which is 
imperative given the present inflationary environment. 

• (2)  Premiumisation -  We understand that the modern on-trade (MOT) channel has been spearheading the industry’s growth since 
2011, with GAB’s management stating that MOT consumption has grown by 10% YoY. This trend favours strong portfolios, i.e. those 
leaning towards the premium/imported beer segment, whose share of MLM has expanded to 11%. The strategy of pushing premium, 
high-margin lines as a response to declining MLM volumes appears to be a global trend and is a proven strategy as demonstrated by 
CAB. With most of the successful roll-outs having come from this segment’s higher price point brands (20%-30% above mainstream’s), 
most of the brewers’ product pipeline has been centred in this segment.  

• Margins expected to remain intact - Despite the current cost headwinds (+4% to +10%) and higher A&P spending, we do not 
anticipate a squeeze in the brewers’ EBITDA margins (FY13: GAB: 20%, CAB: 17%) as their focus moving forward will be on moving up 
the value chain as well as implementing further cost rationalisation programs. We deem this to be a fitting strategy given that revenue 
growth would be capped by lackluster volumes.  

• No change to GAB’s forecasts and recommendations...  - We believe that the market has priced in weaker consumer spending in 
2014 (share prices have retraced by 25%-35% from their peaks in 2013), with further downside limited by the sector’s average dividend 
yields of 5.1%. GAB’s performance will be underpinned by its dominance in the domestic beer market and strong franchise value. 
However, the lack of a strong super premium label in GAB’s portfolio has enabled CAB to narrow the EBITDA margin gap from 5ppts in 
2009 to 2ppts presently. This was also aided by CAB’s successful incorporation of Carlsberg Singapore (CAS). 

• ... but tweaked CAB’s earnings to incorporate price  hike - We have trimmed CAB’s FY14F-FY16F net profits by 2% to 3% as we 
suppose that the higher product prices will be offset by flattish domestic MLM volumes and elevated costs.  At the forefront of CAB’s 
growth is the recovery of CAS’ EBIT margin to ~30% (FY13: 22%) following the completion of its stock rationalisation exercise. Also, we 
do not expect the 25% hike in Singapore’s liquor excise duties to significantly inhibit the growth momentum of Singapore’s MLM (FY13: 
+4%).  
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TABLE 1 : VALUATION MATRIX 

Fair Value Share Price Market Cap P/BV ROE

(RM) (RM) (RM mil) FY14F FY15F FY14F FY15F (x) (%) FY14F FY15F

Guinness Jun Hold 15.40 13.96 4,277.7 74.0 77.9 18.9 17.9 10.6 58.7 5.2 5.4

Carlsberg Dec Hold 13.80 12.70 3,906.8 63.4 67.9 20.0 18.7 15.0 72.9 5.0 5.4

Company Fin Y/E Rating
EPS (sen) PE (x) Div Yield (%)

Source: Company, AmResearch 



Malt Liquor Market 27 March 2014 

AmResearch Sdn Bhd   2 

 
FAIR VALUE AND NEUTRAL STANCE MAINTAINED 

We reiterate our NEUTRAL stance on the malt liquor market 
(MLM) with HOLDs on both Guinness Anchor Bhd (GAB) (FV: 
RM15.40/share) and Carlsberg Brewery (M) Bhd (CAB) (FV: 
RM13.80/share).  

Based on our recently revised forecasts, net profit for the 
sector is projected to grow by an average of 5% in 2014, on 
the back of a 4% growth in revenue. 

 

MLM VOLUMES TO REMAIN WEAK 

� MLM growth forecast virtually unchanged   

We believe that last year’s anaemic malt liquor market (MLM) 
volume growth of 0% to 1% will be repeated in the coming 
year as downward pressures on volumes continue to weigh.  

� Positive: (1) Status quo excise duty  

Budget 2014 was positive for the brewers as no excise duty 
increase was announced. This makes it the 8th consecutive 
year of the government maintaining duties at RM7.40/litre. 

Excise duties are the third largest contributor to the 
government’s revenue at 5.8% in 2013, after income taxes 
(54.5%) and non-tax revenue (25.8%). The sector contributes 
close to 12% of the government’s total excise duties. 

According to the Ministry of Finance’s latest estimates of 
Federal Government Revenue (2014), collection from excise 
duties on malt beers has been projected to grow by 5.4% in 
2013 (revised estimate) and a similar 5.6% in 2014 (estimate). 
This is in tandem with our projected flat FY14F MLM growth 
forecast.  

A higher excise duty would have resulted in a corresponding 
increase in ASPs, which will only depress MLM volume growth 
as the latter remains closely correlated to pricing. Note that 
the status quo of alcohol excise duties in 2007-2012 has 
resulted in healthy MLM volume growth of 6%, a sharp 
contrast to the average 4% per annum decline recorded in 
2004-2006, when excise duties increased by ~71%. 

� (2) Brewers to step up A&P expenditure 

In spite of the challenging outlook, the brewers have stressed 
the importance of investing behind their brands to ensure they 
are well-positioned when the operating environment turns 
positive. GAB had stated that its A&P budget for FY14F would 
be higher than last year’s, which in turn, was less than 10% of 
its FY13 earnings. 

More marketing campaigns are also needed given the growing 
variety of malt liquor drinks in the market. 

As such, we expect to see more brand-positioning campaigns 
take place throughout the year.  

 

TABLE 2: DETAILS OF ESTIMATED GOVERNMENT 

REVENUE FOR 2014 RELATED TO MLM INDUSTRY 

 
RM bil 2012 2013 (RE) 2014 (E)

Total Import Tax 2.3               2.4               2.5               

Total Excise Tax 12.2             12.7             13.4             

Total Sales Tax 9.5               10.2             11.0             

Total Tax Revenue 151.6           163.5           172.0           

Spirits and malt liquor 2012 2013 (RE) 2014 (E)

(in RM bil)

Import Duty 79.0             57.0             59.0             

Change (%) -        (27.8)            3.5               

% of total import duties 3.5               2.4               2.4               

% of total taxes 52.1             34.9             34.3             

Liquor 63.8             43.3             44.8             

Malt liquor 14.9             13.5             14.0             

Wine 2.8               -               -               

Excise Duty 1,417.0       1,483.0       1,566.0       

Change (%) (2.7)              4.7               5.6               

% of total excise duties 11.6             11.7             11.6             

% of total taxes 934.4           907.0           910.6           

Liquor (LM) 113.5           117.8           124.4           

Beer from malt (LM) 1,136.9       1,257.9       1,328.4       

Wine (LM) 3.0               1.3               1.4               

Beers from malt (IG) 84.3             28.8             30.5             

Liquor(IG) 74.8             40.3             42.5             

Wine (IG) 4.8               36.6             38.7             

Sales Tax

Liquors (LM) 14.5             16.6             17.9             

Beer from malt (LM) 76.9             87.3             94.1             

Wine (IG) 0.9               5.7               6.2               

Liquors (IG) 11.7             7.0               7.6               

Beer from malt (IG) 12.8             3.4               3.7               

(RE): Revised Estimate * LM: Locally manufactured

(E): Estimate ** IG: Imported goods  
 
Source: Ministry of Finance 

 

� Negative: (1) Consumers more cautious 

Although our in-house economist is projecting a higher GDP of 
5.1% for the Malaysian economy in 2014, we note that private 
final consumption expenditure is expected to fall by 2ppts to 
5.5%. 

We gather that spending in all sub-segments of the consumer 
sector has been on a downtrend as consumers adopted a 
more cautious attitude following the various negative surprises 
by the government (e.g. electricity tariff hike and fuel subsidy 
rationalisation) and the subsequent rise in living costs. 
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Consumer sentiment, as indicated by MIER’s Consumer 
Sentiment Index (CSI), has been on a decline throughout 
2013. After reaching a six-year high of 122.9 points in 1Q13, it 
has slipped to 82.4 points by 4Q13 - the first time in five years 
the index had dipped below 100 points. 

 

� (2) Rise of contrabands 

We understand that the supply of cheap imported beers has 
increased 5-fold in the past 5-7 years, with more than 20 
brands available at 60% of retail outlets.  

The beers, with alcohol levels in the range between 5% and 
16.8%, are purportedly sold at almost half the price of locally-
produced beer, making them popular among the lower income 
group. 

The ease of availability of these duty-not-paid products has 
made contrabands the largest threat to volumes in the 
premium/imported segment as opposed to downtrading 
activities.  

� (3) Price hikes 

GAB had, in the earlier part of this month, announce that it will 
be raising the prices of all its products except Anchor beer by 
3%-5% from 17 March 2014. This translates to 40 sen, 50 sen 
and 80 sen increases in per pint prices of its leading brands, 
Tiger, Heineken and Paulaner. 

Following GAB’s announcement, the local press had reported 
that CAB will also be increasing the price of its products by 
30sen to 60sen beginning 24 March 2014. While we are not 
aware of any official statement by CAB’s management, we 
have revised our model to take into account the higher price in 
view of the industry’s duopoly nature and the players’ past 
actions. 

While the quantum was largely anticipated (the brewers have 
been raising prices by a similar percentage every year to 
offset rising costs), we were surprised by the timing of this 
year’s hike. In previous years, price hikes had occurred in 
April/May. 

� (4) No kicker from world events in 2014  

This year, two special world events will be held back-to-back, 
i.e., football’s largest tournament, FIFA World Cup, in Brazil 
from 12 June to 13 July and the 20th Commonwealth Games 
in Glasgow from 23July to 3 August.  

Historical data suggests that these events, especially the 
former, boost demand consumption considerably (+4% to 5%).  

That said, the unfavourable match times have prompted the 
brewers to concede that growth potential may be restrained, 
especially for on-trade sales, which, at 60%-80%, make up the 
bulk of MLM volumes. 

Time difference means that the matches would be played at 
midnight (24 matches), 3am (11 matches), 4am (18 matches), 
6am (10 matches) and 9am (1 match) Malaysian time. As a 
comparison, matches in the 2010 FIFA World Cup in South 
Africa had started at 7.30pm, 10pm and 2.30am. 

Out of the two players, we believe that CAB will have the 
advantage of any spillover in demand during this period given 
that:- 

(1) the official beer for the World Cup is Budweiser, of 
which CAB holds the exclusive distribution rights 
through its 70%-owned Luen Heng F&B; and 
 

(2) its eponymous Carlsberg Green Label (CGL) 
(mainstream beer) has the advantage of being the 
brand most associated with football. According to the 

CHART 1 : DOMESTIC EMPLOYMENT INDEX (LHS)  VS CONSUMER SENTIMENT INDEX (RHS) 

 
Source: MIER 
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Millward Brown survey, CGL gained 3ppts in 2013 to 
hold a 69% share. 
 

 
SIMILAR STRATEGIES IN TOUGH TIMES 

� (1) Innovation 

In light of the tough operating landscape and consumers’ 
increasingly discerning tastes, both brewers have underlined 
the importance of innovation in formulating their strategic 
plans.  

This core idea will be applied across-the-board, in:- 

(1) the enhancement of brand equities; 
Both brewers need to constantly create new brand 
activation activities for drinkers who are becoming more 
sophisticated and who constantly seek new 
brand/consumption experiences.  

To this end, they have tied their brands to music 
festivals (GAB: Heineken Thirst; CAB: Future Music 
Festival - Asahi), sport sponsorships (GAB: Tiger Street 
Football and UEFA Champions League - Heineken; 
CAB: Barclays Premier League) and fashion shows 
(CAB: Kronenbourg 1664). 

(2) the development of product portfolios; and 
New products/line extensions will have to be constantly 
launched to satisfy the ever-changing tastes of 
consumers. Of late, consumer preferences appear to be 
shifting to more flavourful and low abv beers.  

We understand that GAB will be launching new 
products/line extensions in the next 6-18 months across 
all segments with a focus on expanding its premium 
range. Thus far, the group has introduced 2 new line 
extensions, namely Tiger Radler and new variants of 
Heineken (e.g. club bottles, 5L kegs and Sub-zero). 

CAB, meanwhile, has new brands in its pipeline that it 
says will be rolled-out by as early as 1QFY14. 

 

(3) the improvement of operational/organisation 
processes.  
A notable achievement by GAB is the innovative 
measures it took in designing the crates for the new 
Heineken bottle design it rolled-out last year. By thinking 
out of the box, the group had managed to achieve cost 
savings of RM3.8mil. 

Part of these cost savings will then be reinvested to 
generate more improvements while the remaining 
portion will be used for through-the line marketing to 
hype up brand awareness. 

 
�  (2) Premiumisation 

The modern on-trade (MOT) channel has been spearheading 
the industry’s growth since 2011, with GAB’s management 
stating that MOT consumption has grown by 10% YoY.  

This trend favours strong portfolios, i.e. those leaning towards 
the premium/imported beer segment, whose share of MLM 
had expanded to 11%.  

The presence of these brands in MOT channels position them 
as reference points so that consumers will make a similar 
choice in other channels. 

We gather that the most successful roll-outs had come from 
this segment’s higher price point brands (20%-30% above 
mainstream’s), as evidenced by the brewers’ higher revenues 
amidst shrinking MLM volumes.  

Recognising this, and the fact that these brands weather the 
downtrading risk better, most of the brewers’ product pipeline 
has been centred in this segment. 

CHART 2: BRAND MOST ASSOCIATED WITH 
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CHART 3: TIGER RADLER - GAB’S LATEST 
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Source: Internet 
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The strategy of pushing premium, high-margin lines as a 
response to declining MLM volumes appears to be a global 
trend and is a proven strategy as demonstrated by CAB.  

 

COSTS EDGING UP BUT MARGINS TO REMAIN 
INTACT 

We gather that malting barley and wheat prices are beginning 
to edge up having been on a downtrend for the past 2-3 years. 
Although the brewers have the advantage of tapping into their 
respective parents’ global contracts which were locked in 6-18 
months ahead, the depreciation of the RM has offset the 
savings. 

In addition, packaging, fuel and energy costs (+4% to +10%) 
will also be on the rise in view of the government’s decision to 
reduce the fuel subsidy and impose higher electricity tariffs. 

Despite the current cost headwinds and higher A&P spending, 
we do not anticipate a squeeze in the brewers’ EBITDA 
margins (FY13: GAB: 20%, CAB: 17%) as their focus moving 
forward will be on moving up the value chain.  

Furthermore, with revenue growth limited by a shrinking MLM, 
both GAB and CAB will be turning their focus on cost 
rationalisation measures to support their earnings. Both 
brewers have been known to keep a tight control on their 
expenses, resulting in expanding margins in the past few 
years.  

� Efficiency is key 

In the bid for better efficiency, GAB has spent over RM120mil 
in the past 3 years to improve its brewery. It implemented the 
Total Productive Management (TPM) practice at every 
operational level, installed a new Empty Bottle Inspector and a 
new hybrid labeling machine.  

On the other hand, CAB has embedded the LEAN (L-ess 
Waste, E-ffi ciency, A-gile and N-eat & Tidy) philosophy in its 
operations. This had resulted in a reduction in its FY13 
operating expenses as well as lower operating cycle. 

The group had also undertaken a review of its marketing 
spending in the last year. By tracking the ROI of each A&P 
investment, CAB would be able to make better choices by 
cutting out inefficient programs (i.e. those which failed to 
improve sales, brand image or engage with its target market) 
and redirecting the funds to other programs. 

 

FY14F OUTLOOK  

� GAB banking on its dominance 

GAB’s performance will be underpinned by its dominance in 
the domestic beer market (~60% market share) and strong 
franchise value (Tiger is still the leading mainstream beer).  

However, the lack of a strong super premium label in GAB’s 
portfolio has enabled CAB to narrow the EBITDA margin gap 
from 5ppts in 2009 to 2ppts presently. (CAB’s margin 
expansion was also aided by CAB’s successful incorporation 
of Carlsberg Singapore (CAS). 

Having identified its weakness, GAB is now working on 
strengthening its portfolio and will be launching new products 
in the next 6-18 months. To deepen its stout market 
penetration, GAB had also refreshed its product lines through 
packaging/design upgrades. The latest is for its Guinness FES 
line, which controls 90% of the local stout market.  

We maintain our forecasts and recommendation for GAB as 
we had earlier incorporated the effect of the 3%-5% price hike. 

CHART 4: MALTING BARLEY  FUTURES VS EUR:MYR  
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CHART 6: BREWERS’ EBITDA MARGIN TREND 
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� Margin recovery at CAS to drive CAB’s earnings 

At the forefront of CAB’s growth is the recovery of CAS’ EBIT 
margin to ~30%. In FY13, its EBIT margin had dipped to 22% 
as its Singapore operations had undergone a stock 
rationalization exercise.  

We also do not expect the 25% hike in Singapore’s liquor 
excise duties to significantly inhibit the growth momentum of 
Singapore’s MLM (FY13: +4%). Management is fairly 
optimistic that consumption will not decline drastically but 
admits that there will be a short-term effect as consumers 
adjust to the new price levels. After all, CAS’s earnings are 
margin-driven, opposed to a volume play. 

All in all, we have trimmed CAB’s FY14F-FY16F net profit by 
1% to 2%. We suppose that the higher product prices will 
dampen domestic MLM volumes but would be sufficient to 
mitigate rising costs.  

 

VALUATION AND RECOMMENDATION 

� Weaker sentiment priced in 

We believe the market has priced in the weaker consumer 
spend in 2014 with share prices having retraced by 25% to 
35% from their respective peaks in 2013. Nonetheless, we 
believe that further downside will be capped by the sector’s 
average dividend yields of 5.1%.  

� Valuations 

At current price, GAB and CAB are trading at FY14F PEs of 
19x and 20x, respectively. This is about 1SD above their 5-
year trend average PE of 16x-17x. 

 

CHART 8: RELATIVE SHARE PRICE AND INDEX 
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CHART 7: CAB’S GEOGRAPHICAL EBIT MARGIN BREAKDOWN 
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CHART 9: BRAZIL 2014 FIFA WORLD CUP MATCH TIMES   

 
Source: http://www.ongoalsscored.com/ 

 

CHART 10: HISTORICAL MLM VOLUMES VS EXCISE TAX  
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CHART 11: SAMPLE OF CHEAP FOREIGN BEERS 

 

 
 

Source: The Star 

 

 

CHART 12: PRODUCT PORTFOLIO 
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CHART 13: PE BAND - CAB 
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CHART 15: PB BAND - CAB 
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CHART 16: PB BAND - GAB 
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CHART 14: PE BAND - GAB 
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TABLE 3: GUINNESS’ FINANCIAL DATA 

      

Income Statement (RMmil, YE 30 Jun) 2012 2013 2014F 2015F 2016F 

      

Revenue 1,623.7 1,676.3 1,785.2 1,835.0 1,887.5 

EBITDA  311.6 333.3 336.7 352.5 366.3 

Depreciation  (34.4) (40.6) (45.0) (44.2) (43.6) 

Operating income (EBIT) 277.2 292.7 291.7 308 322.8 

Other income & associates 0.0 0.0 0.0 0.0 0.0 

Net interest (0.3) (4.0) 5.0 4.0 3.0 

Exceptional items 0.0 0.0 0.0 0.0 0.0 

Pretax profit 277.0 288.7 296.7 312.3 325.8 

Taxation  (69.6) (71.1) (73.1) (76.9) (80.3) 

Minorities/pref dividends  0.0 0.0 0.0 0.0 0.0 

Net profit 207.4 217.6 223.6 235.3 245.5 

Core net profit 207.4 217.6 223.6 235.3 245.5 

      

Balance Sheet (RMmil, YE 30 Jun) 2012 2013 2014F 2015F 2016F 

      

Fixed assets 231.5 225.8 241.6 237.4 233.9 

Intangible assets 25.9 35.8 35.8 35.8 35.8 

Other long-term assets 6.5 19.6 11.6 0.6 0.4 

Total non-current assets 264.0 281.1 289.1 273.8 270.1 

Cash & equivalent 160.8 68.2 111.5 122.6 128.7 

Stock  65.8 47.3 63.5 65.0 66.7 

Trade debtors 263.3 300.2 293.5 301.6 310.3 

Other current assets 25.5 42.1 42.1 42.1 42.1 

Total current assets 515.5 457.9 510.6 531.3 547.7 

Trade creditors 47.7 47.6 71.4 73.1 75.0 

Short-term borrowings 50.0 0.0 0.0 0.0 0.0 

Other current liabilities 119.3 135.6 171.5 171.5 194.5 

Total current liabilities 217.0 183.2 243.0 244.7 269.6 

Long-term borrowings 0.0 0.0 0.0 0.0 0.0 

Other long-term liabilities 182.7 190.2 160.2 155.2 145.2 

Total long-term liabilities 182.7 190.2 160.2 155.2 145.2 

Shareholders’ funds 379.7 365.5 396.4 405.2 403.0 

Minority interests 0.0 0.0 0.0 0.0 0.0 

BV/share (RM) 1.26 1.21 1.31 1.34 1.33 

      

Cash Flow (RMmil, YE 30 Jun) 2012 2013 2014F 2015F 2016F 

      

Pretax profit 277.0 288.7 296.7 312.3 325.8 

Depreciation 34.4 40.6 45.0 44.2 43.6 

Net change in working capital (51.3) (11.8) 14.4 (8.0) (8.4) 

Others  (79.8) (91.8) (73.1) (76.9) (80.3) 

Cash flow from operations 180.3 225.6 283.0 271.6 280.6 

Capital expenditure (39.3) (25.4) (35.0) (40.0) (40.0) 

Net investments & sale of fixed assets 0.0 0.0 0.0 0.0 0.0 

Others  (15.6) (16.3) 2.0 2.0 2.0 

Cash flow from investing (54.8) (41.6) (33.0) (38.0) (38.0) 

Debt raised/(repaid) 200.0 (50.0) 0.0 15.0 15.0 

Equity raised/(repaid) 0.0 0.0 0.0 0.0 0.0 

Dividends paid  (344.4) (226.6) (176.7) (217.5) (226.6) 

Others  0.0 0.0 0.0 0.0 0.0 

Cash flow from financing (144.4) (276.6) (176.7) (202.5) (211.6) 

Net cash flow (19.0) (92.6) 43.3 11.1 6.1 

Net cash/(debt) b/f 179.8 160.8 68.2 111.5 122.6 

Net cash/(debt) c/f 160.8 68.2 111.5 122.6 128.7 

      

Key Ratios (YE 30 Jun) 2012 2013 2014F 2015F 2016F 

      

Revenue growth (%) 9.1 3.2 6.5 2.8 2.9 

EBITDA growth (%) 11.7 6.9 1.0 4.7 3.9 

Pretax margins (%)  17.1 17.2 16.6 17.0 17.3 

Net profit margins (%) 12.8 13.0 12.5 12.8 13.0 

Interest cover (x) 61.2 73.0 145.8 154.1 161.4 

Effective tax rate (%) 25.1 24.6 24.6 24.6 24.6 

Net dividend payout (%) 182.1 95.1 97.3 96.3 100.9 

Debtors turnover (days) 53 61 61 59 59 

Stock turnover (days) 15 12 11 13 13 

Creditors turnover (days) 20 10 12 14 14 

      
 

Source: Company, AmResearch estimates 
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TABLE 4: CARLSBERG’S FINANCIAL DATA 

      

Income Statement (RMmil, YE 31 Dec) 2012 2013 2014F 2015F 2016F 

      

Revenue 1,584.8 1,555.1 1,600.3 1,659.0 1,711.6 

EBITDA  264.2 259.6 280.3 299.5 317.1 

Depreciation  (21.9) (24.7) (21.2) (22.1) (22.8) 

Operating income (EBIT) 242.4 234.9 259.1 277 294.3 

Other income & associates 7.6 5.9 7.0 7.0 7.0 

Net interest (4.3) (4.3) (3.5) (3.5) (1.7) 

Exceptional items 0.0 0.0 0.0 0.0 0.0 

Pretax profit 245.7 236.4 262.6 280.9 299.6 

Taxation  (51.9) (49.8) (65.7) (70.2) (74.9) 

Minorities/pref dividends  (2.1) (2.7) (3.0) (3.0) (3.1) 

Net profit 191.6 183.9 194.0 207.6 221.6 

Core net profit 191.6 183.9 194.0 207.6 221.6 

      

Balance Sheet (RMmil, YE 31 Dec) 2012 2013 2014F 2015F 2016F 

      

Fixed assets 158.4 165.0 190.5 198.5 205.6 

Intangible assets 9.4 9.3 9.3 9.3 9.3 

Other long-term assets 35.9 40.9 30.0 32.0 32.0 

Total non-current assets 203.7 215.2 229.8 239.8 246.9 

Cash & equivalent 57.7 44.1 51.4 38.3 20.4 

Stock  46.8 49.7 43.4 44.7 45.8 

Trade debtors 260.5 288.0 263.1 272.7 281.4 

Other current assets 0.5 0.0 0.0 0.0 0.0 

Total current assets 365.4 381.8 357.9 355.7 347.6 

Trade creditors 217.9 241.3 235.1 242.1 248.3 

Short-term borrowings 5.0 40.4 30.4 20.4 10.4 

Other current liabilities 18.7 14.0 36.1 48.5 52.9 

Total current liabilities 241.6 295.7 301.5 311.1 311.7 

Long-term borrowings 0.0 0.0 0.0 0.0 0.0 

Other long-term liabilities 20.6 17.1 17.1 17.1 17.1 

Total long-term liabilities 20.6 17.1 17.1 17.1 17.1 

Shareholders’ funds 299.0 273.7 258.6 256.8 255.2 

Minority interests 7.8 10.5 10.5 10.5 10.5 

BV/share (RM) 0.98 0.90 0.85 0.84 0.83 

      

Cash Flow (RMmil, YE 31 Dec) 2012 2013 2014F 2015F 2016F 

      

Pretax profit 245.7 236.4 262.6 280.9 299.6 

Depreciation 21.9 24.7 21.2 22.1 22.8 

Net change in working capital (25.3) (30.1) 25.0 (3.9) (3.6) 

Others  (44.1) (56.6) (72.7) (74.2) (78.9) 

Cash flow from operations 198.2 174.4 236.1 224.8 240.0 

Capital expenditure (31.8) (30.0) (30.0) (30.0) (30.0) 

Net investments & sale of fixed assets 0.0 0.0 0.0 0.0 0.0 

Others  1.5 3.6 3.6 3.6 3.6 

Cash flow from investing (30.4) (26.4) (26.4) (26.4) (26.4) 

Debt raised/(repaid) (4.9) 35.4 (10.0) (10.0) (10.0) 

Equity raised/(repaid) 0.0 0.0 0.0 0.0 0.0 

Dividends paid  (165.5) (192.6) (186.5) (195.7) (215.6) 

Others  (11.7) (5.5) (5.9) (5.9) (5.9) 

Cash flow from financing (182.1) (162.7) (202.4) (211.6) (231.5) 

Net cash flow (14.3) (14.6) 7.3 (13.2) (17.9) 

Net cash/(debt) b/f 72.2 57.7 44.1 51.4 38.3 

Net cash/(debt) c/f 57.7 44.1 51.4 38.3 20.4 

      

Key Ratios (YE 31 Dec) 2012 2013 2014F 2015F 2016F 

      

Revenue growth (%) 6.4 n/a 2.9 3.7 3.2 

EBITDA growth (%) 11.9 n/a 8.0 6.8 5.9 

Pretax margins (%)  15.5 15.2 16.4 16.9 17.5 

Net profit margins (%) 12.1 11.8 12.1 12.5 12.9 

Interest cover (x) 56.1 54.1 74.0 79.3 174.7 

Effective tax rate (%) 21.1 21.1 25.0 25.0 25.0 

Net dividend payout (%) 100.5 101.4 100.9 100.9 100.7 

Debtors turnover (days) 57 64 63 59 59 

Stock turnover (days) 13 11 11 10 10 

Creditors turnover (days) 50 54 54 52 52 

      
 

Source: Company, AmResearch estimates 
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The information and opinions in this report were prepared by AmResearch Sdn Bhd.  The investments discussed or recommended in this 
report may not be suitable for all investors.  This report has been prepared for information purposes only and is not an offer to sell or a 
solicitation to buy any securities.  The directors and employees of AmResearch Sdn Bhd may from time to time have a position in or with 
the securities mentioned herein.  Members of the AmInvestment Group and their affiliates may provide services to any company and 
affiliates of such companies whose securities are mentioned herein.  The information herein was obtained or derived from sources that 
we believe are reliable, but while all reasonable care has been taken to ensure that stated facts are accurate and opinions fair and 
reasonable, we do not represent that it is accurate or complete and it should not be relied upon as such.  No liability can be accepted for 
any loss that may arise from the use of this report.  All opinions and estimates included in this report constitute our judgement as of this 
date and are subject to change without notice.  

 
For AmResearch Sdn Bhd 

Benny Chew 
Managing Director 


