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1. For the second consecutive quarter, total sales tonnage
Stock and Financial Data continued falling, this time by 11.8% QoQ (though it rose
+1.3% YoY). This is despite a 100% utilisation rate and the

Shares Outstanding (million) 1,079.0 PR . .

Market Cap (RM mi) 30536 group re_a(_:hlng its highest ever production tonnage of 64K
Book Value (RM/share) 110 MT (Exhibit 1).

PBV (x) 26 _ _

ROE (%) 20.8 The group expects sales to improve by 2HFY21 contingent on
Net Gearing (%) 87.9 demand recovery and an improvement in the freight situation,
Major Shareholders Guan Chong Resources (50.5%) though we foresee the Delta variant slowing down the process.

isi 0,
gs Sgﬂg ((55'%,,2)) 2. Cocoa butter contributions fell by 12.2% QoQ in 2QFY21,

Free Float 227.9 as premium chocolate demand in western continents
Avg Daily Value (RM mil) 08 remains weak. While demand has already been slipping for
quite some time, even the resilient cocoa solids sales fell

Erice performance 3mth Smth L2mth by 13.7% QoQ in 2QFY21. GCB believes that heavy freight
Absolute (%) 29 7.6 (235) costs (a portion of which is usually borne by customers) push
Relative (%) 5.6 10.6 (20.8) potential buyers to seek out regional alternatives that are more
competitively priced.
4.0 1 r 2,000
a5 | L 1,800 Roughly 70% of cocoa butter volumes are shipped to
50 ] " h“' L 1,600 Europe, the USA and Africa while 30% of cocoa solids are
’ W 1,400 shipped to these regions.
25 1 1,200
20 1 L 1,000 3. On amore positive note, GCB’s combined ratio (relative to
15 L 800 cocoa bean price) has gradually improved over the course
1o - 600 of the quarters. While the still-weak butter ratio saw
L 400 improvements in 2QFY21, cocoa solid ratios have experienced
05 1 L 200 a steady albeit slow growth over the last two years. A factor to
00 0 this is that cocoa solids, being shipped primarily to Asian

Au -16 Aug-17 Aug-18 Aug-19 Aug-20 . . . .
¢ ¢ 9 9 o regions, are less affected by freight disruptions.

GUAN MK FBMKLCI Index




Guan Chong 25 Aug 2021

We expect EBITDA yields to improve in the coming quarters as combined ratio continues to rise, though unstable
freight and input costs continue could offset potential gains in the near term (Exhibit 1). The current yield (excluding
SHC contributions) stands at RM1,006.8/MT (+9% QoQ, -28%YoY).

4. The group’s Schokinag (SHC) facility’s revenue contribution dipped by 6% QoQ in 2QFY21 (base effects make YoY
comparisons more favourable). SHC is subject to cyclical earnings, with 1Q of the year experiencing better sales. It
contributed to 24% of total revenue. EBITDA contribution is still lumpy due to fluctuating raw material costs not matching with
production chocolate ASP, as SHC maintains a very low inventory stock.

We can look forward to more consistent earnings as global demand in raw materials begin to stabilise and as the group
improves operational and profitability efficiency with pandemic restrictions are gradually relaxed.

5. About 75% of GCB’s workers in Malaysia have been administered with the first dose of the Covid-19 vaccine, with
95% expected to be fully vaccinated by the end of September. About 95% of factory workers in Indonesia have been
fully vaccinated. While production shutdowns and workforce restrictions will cut into utilisation rate in the next quarter, we
believe that no major hiccups will occur following a 95% vaccination rate.

6. We remain extremely optimistic on the group’s UK, Germany and Ivory Coast expansion plans despite continual
delays plaguing development (Exhibit 3). Chocolate with a +30% EBITDA yield premium over operations in Asia can be
generated in these facilities. Aside from selling directly to confectionary manufacturers, the Ivory Coast facility has the
additional benefit of internal production for SHC and future UK and Germany facilities

This provides a crucial opportunity for the group to penetrate the lucrative European and US markets, which have higher
premium chocolate consumption than in Asia. The primary concern is commissioning date as there is risk that the pandemic
would delay the commissioning date.

7. Asthe group continues to widen its reach in western markets, rising ESG concerns by large customers prompt the
group to shift toward more sustainable methods of sourcing. Via its Ivory Coast plant, GCB will be partnering with
the Rainforest Alliance, focusing on traceability, lifting the living conditions of farmers and stamping out child labour
issues. While these procedures may require resources, customers are happy to bear the brunt of costs.

EXHIBIT 1: PRODUCTION METRICS
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Source: Guan Chong, AmInvestment Bank Bhd
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EXHIBIT 2: SCHOKINAG OPERATIONS’ CONTRIBUTION
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Source: Guan Chong, AmInvestment Bank Bhd

EXHIBIT 3: FUTURE EXPANSION PLANS

Facility | Est. Capex | Commission date Details

Ivory 60,000 MT grinding facility in first
Coast €50-60mil 2H22 phase

UK £1 mil 2H22 Liquid industrial chocolate line

Value-added capacity line

Germany €8mil Line upgrade: Bean and cake grinding
confirmed 1H22 Liquor and butter-melting
so far Deodorising facilities

Source: Guan Chong, AmInvestment Bank Bhd
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EXHIBIT 4: PB BAND CHART EXHIBIT 5: PE BAND CHART
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EXHIBIT 6: ESG MATRIX

Overall *x Xk %

Biological preservation *x ok

Water + energy conservation *x Kk x

Pollution + waste regulation *x ok K

Sustainable sourcing *

Occupational safety + health *x kX

Workplace diversity *x ok Kk ok

Employee training + wellbeing * X

Volunteering + charitable giving * % %

Corruption-free pledge *x ok K

Accessibility & transparency *x ok Kk ok

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on fundamental
fair value based on the overall ESG rating as appraised by us, from 1-star to 5-
stars

Source: Aminvestment Bank Bhd
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EXHIBIT 7: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Revenue 2,941.6 3,685.0 3,589.2 4,200.2 4,425.2
EBITDA 3321 349.1 248.2 412.7 459.1
Depreciation/Amortisation (33) (56.5) (58.2) (63.0) (67.7)
Operating income (EBIT) 299.0 292.6 190.0 349.8 391.4
Other income & associates 1.4 0.3 - - -
Net interest (335) (25.6) (40.7) (40.7) (43.7)
Exceptional items (10.0) (10.8) - - -
Pretax profit 266.8 267.3 149.3 309.0 347.7
Taxation (48.9) (44.6) (25.4) (49.4) (55.6)
Minorities/pref dividends - - - - -
Net profit 2179 222.7 123.9 259.6 292.1
Core net profit 207.9 211.9 123.9 259.6 292.1
Balance Sheet (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Fixed assets 481.7 834.8 879.2 942.4 980.9
Intangible assets 12.0 93.2 93.2 93.2 93.2
Other long-term assets 4.1 37.0 211 211 211
Total non-current assets 534.7 964.9 993.5 1,056.7 1,095.2
Cash & equivalent 46.8 78.2 239.0 212.8 277.8
Stock 1,035.1 1,302.1 1,286.7 1,485.4 1,554.3
Trade debtors 412.3 509.1 495.8 580.3 611.3
Other current assets 12.8 60.8 60.8 60.8 60.8
Total current assets 1,507.1 1,950.2 2,082.4 2,339.4 2,504.3
Trade creditors 325.2 364.2 359.9 4155 434.7
Short-term borrowings 637.2 694.8 619.8 569.8 669.8
Other current liabilities 35.8 111.0 251.9 245.6 288.2
Total current liabilities 998.2 1,169.9 1,231.6 1,230.9 1,392.7
Long-term borrowings 455 428.9 428.9 728.9 728.9
Other long-term liabilities 484 127.3 127.3 127.3 127.3
Total long-term liabilities 93.9 556.3 556.3 856.3 856.3
Shareholders’ funds 949.6 1,188.9 1,288.0 1,296.1 1,337.7
Minority interests - - - - -
BV/share (RM) 0.91 1.10 1.19 1.04 1.07
Cash Flow (RMmil, YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Pretax profit 266.8 267.3 149.3 309.0 347.7
Depreciation/Amortisation 33.1 56.5 58.2 63.0 67.7
Net change in working capital (362.7) (251.9) 24.3 (227.5) (80.7)
Others (30.9) (69.6) (135.7) (169.2) (384.8)
Cash flow from operations (93.7) 2.3 96.1 (24.7) (50.1)
Capital expenditure (64.4) (2125) (100.0) (120.0) (100.0)
Net investments & sale of fixed assets - - - - -
Others 2.3 (108.8) - - -
Cash flow from investing (62.1) (321.2) (100.0) (120.0) (100.0)
Debt raised/(repaid) 90.5 3313 175.0 150.0 250.0
Equity raised/(repaid) 925 42.8 - - -
Dividends paid (34.0) (20.4) (24.8) (51.9) (58.4)
Others 8.6 (10.1) 18.3 18.5 215
Cash flow from financing 157.6 343.5 168.5 116.6 213.1
Net cash flow 1.9 24.6 164.6 (28.1) 63.0
Net cash/(debt) b/f 314 331 58.3 225.0 198.8
Net cash/(debt) c/f 331 58.3 225.0 198.8 263.8
Key Ratios (YE 31 Dec) FY19 FY20 FY21F FY22F FY23F
Revenue growth (%) 29.4 253 (2.6) 17.0 5.4
EBITDA growth (%) 27.0 5.1 (28.9) 66.3 11.2
Pretax margin (%) 9.1 7.3 4.2 7.4 7.9
Net profit margin (%) 7.4 6.0 35 6.2 6.6
Interest cover (x) 8.9 11.4 4.7 8.6 9.0
Effective tax rate (%) 18.3 16.7 17.0 16.0 16.0
Dividend payout (%) 15.6 9.2 20.0 20.0 20.0
Debtors turnover (days) 46 46 51 47 49
Stock turnover (days) 118 116 132 120 125
Creditors turnover (days) 47 34 37 34 35

Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by AmlInvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constitute Aminvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of Amlnvestment’s affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Amlnvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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