
 
Price  RM2.16 
Fair Value RM2.42 
52-week High/Low RM2.18/RM1.21 
 
Key Changes  
Fair value  
EPS  
 
YE to Mar FY19 FY20F FY21F FY22F 
      
Revenue (RM mil)  338.0  382.3  412.9  430.3 
Core net profit (RM mil)  28.0  43.5  52.5  56.7 
FD Core EPS (sen)  7.1  11.0  13.3  14.2 
FD Core EPS growth (%)  596.9  55.4  20.6  6.8 
Consensus Net Profit (RM mil) - -  48.6  52.2 
DPS (sen)  8.0  9.9  11.9  12.8 
PE (x)  30.5  19.6  16.3  15.2 
EV/EBITDA (x)  19.3  13.1  11.1  10.2 
Div yield (%)  3.7  4.5  5.5  5.9 
ROE (%)  13.1  19.7  23.3  24.5 
Net Gearing (%) nm nm nm nm 
     
 

Stock and Financial Data  
 
Shares Outstanding (million) 395.5 
Market Cap (RMmil) 854.3 
Book Value (RM/share) 0.55 
P/BV (x) 3.9 
ROE (%) 13.1 
Net Gearing (%) - 
  
Major Shareholders Fuei Boon Wong  (19.7%) 

Say Swee How  (19.6%) 
Chee Yen Low  (11.2%) 

Free Float 124.2 
Avg Daily Value (RMmil) 1.4 
 
Price performance 3mth 6mth 12mth 
    
Absolute (%) 17.4 64.9 39.4 
Relative (%) 23.9 70.3 53.7 
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POWER ROOT  
(PWRT MK EQUITY, POWE.KL) 22 Oct 2019

Good times ahead 
Company report BUY

Nafisah Azmi 
nafisah-azmi@ambankgroup.com 
03-2036 2250  

(Maintained)

Rationale for report: Company update 

Investment Highlights 

 We maintain our BUY call on Power Root with a higher FV 
of RM2.42/share (vs. RM2.19/share previously). Our FV is 
based on an unchanged PE of 18x FY21F EPS, which is in 
line with Old Town’s 2-year average forward P/E. 

 We have increased our earnings forecasts for FY20F, 
FY21F and FY22F by 6.7%, 10.3% and 6.6% respectively as 
we expect better sales growth and margins for the group. 

 We continue to like Power Root for: (1) its strong earnings 
recovery underpinned by streamlining of costs and growth 
in exports sales; (2) its scarcity premium as Power Root is 
the closest to a pure play in the segment; and (3) an 
attractive estimated dividend yield of 4.5–5.9% from FY20F 
to FY22F. 

 The key highlights from our meeting with Power Root are 
as follows: 

1. Recovery in export sales as the group restructures its 
distributorships. 

a. The group is leveraging its strong brand image in 
the Middle East & North African (MENA) region to 
continue to expand its market share;  

b. Its focus on China is to increase penetration in the 
online space as the online spending in China is 
huge.  

2. The group is expecting further savings from improved 
production operations processes and plant automation. 
These are envisaged to drive down production costs and 
wastages.   

3. Power Root is continuously introducing new SKUs in order 
to expand its reach in the market.  

 Power Root is expecting better growth in upcoming 
quarters after implementing new strategies in its 
distribution channels.  

 In the MENA region, which typically makes up around 80% 
of export sales, the group plans to leverage its well-
received Alicafé brand. Most of the sales in this region are 
in respect of the classic coffee variety (like Alicafe French 
Roast and Alicafe Classic Roast). Recall that the group’s 
export sales declined in FY19 as expatriates left Saudi 
Arabia due to the Saudinization scheme which imposed a 
higher levy on expatriates and their dependents. This had 
reduced Power Root’s customer base in the region.  

 However, we believe that the negative impact had passed 
and demand for Power Root’s products should stabilize 
moving forward.  

mailto:nafisah-azmi@ambankgroup.com
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 In China, Power Root’s sales are driven by the Alicafé and Ah Huat brands, where the products are consumed across 
the country with concentration in the urban centres. To boost growth, Power Root has restructured its online business 
by setting up a dedicated and experienced online sales team. Around 75% of the group’s sales in China are done 
online.  

 The group is revamping its SOP and inventory management as well as adding new equipment in order to reduce 
wastages and optimize productivity. As shown in its 1QFY20 results, Power Root was able to lift its margin (EBTIDA 
margin of 16.0% vs. 13.5% in 4QFY19) by driving down costs. We anticipate EBITDA margin of around 16.8% in FY20F.  

 Locally, in order to cater to a larger customer base that consumes “non-functional” beverages, Power Root has 
launched a new range of Alicafe called Warung (which does not contain Tongkat Ali or ginseng). The group is placing 
more emphasis on increasing the reach of the brands as part of the KPI for its distributors. Hence, the group has 
rolled out a handheld sales force reporting system that provides information on real-time distribution network update. 
This ensures better monitoring of sales performance in various outlets, which in turn allows the group to better 
strategize its distribution network’s reach and advertising effectiveness.  
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EXHIBIT 1: PB BAND CHART     EXHIBIT 2: PE BAND CHART    
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 EXHIBIT 3: FINANCIAL DATA 
      
Income Statement (RMmil, YE 31 Mar) FY18 FY19 FY20F FY21F FY22F 
        
Revenue  392.8  338.0  382.3  412.9  430.3 
EBITDA   16.2  42.3  64.4  76.3  81.9 
Depreciation/Amortisation   (6.4) (5.8) (6.9) (7.2) (7.4) 
Operating income (EBIT)  9.8  36.6  57.5  69.1  74.5 
Other income & associates - - - - - 
Net interest  0.5  0.5 -  0.1  0.1 
Exceptional items (5.1) - - - - 
Pretax profit  5.2  37.1  57.4  69.2  74.5 
Taxation  (0.6) (9.0) (13.8) (16.6) (17.7) 
Minorities/pref dividends  (0.6) (0.1) (0.1) (0.1) (0.1) 
Net profit  4.0  28.0  43.5  52.5  56.7 
Core net profit  4.0  28.0  43.5  52.5  56.7 
      
Balance Sheet (RMmil, YE 31 Mar) FY18 FY19 FY20F FY21F FY22F 
        
Fixed assets  75.3  78.4  83.5  84.3  84.8 
Intangible assets - - - - - 
Other long-term assets  9.4  3.3  3.3  3.3  3.3 
Total non-current assets  84.7  81.7  86.8  87.6  88.1 
Cash & equivalent  51.4  56.8  29.0  28.5  39.8 
Stock   69.6  66.7  46.0  48.8  51.4 
Trade debtors  140.2  117.9  143.1  154.6  161.0 
Other current assets  9.9  9.1  9.1  9.1  9.1 
Total current assets  271.2  250.5  227.2  240.9  261.3 
Trade creditors  107.0  87.7  78.6  83.4  87.7 
Short-term borrowings  31.7  18.6  18.6  18.6  18.6  
Other current liabilities  8.1  6.7  6.7  6.7  6.7 
Total current liabilities  146.8  112.9  103.9  108.7  113.0 
Long-term borrowings  0.3 - - - - 
Other long-term liabilities - - - - - 
Total long-term liabilities  0.3 - - - - 
Shareholders’ funds  208.6  218.8  223.2  228.4  234.0 
Minority interests  0.2  0.4  0.4  0.4  0.4 
BV/share (RM)  0.53  0.55  0.57  0.58  0.59 
      
Cash Flow (RMmil, YE 31 Mar) FY18 FY19 FY20F FY21F FY22F 
        
Pretax profit  5.2  37.1  57.4  69.2  74.5 
Depreciation/Amortisation  6.4  5.8  6.9  7.2  7.4 
Net change in working capital  1.5 (1.9) (13.6) (9.5) (4.7) 
Others  (1.4)  0.7 (3.1) (5.9) (6.9) 
Cash flow from operations  11.7  41.6  47.6  61.1  70.4 
Capital expenditure (7.2) (8.6) (12.0) (8.0) (8.0) 
Net investments & sale of fixed assets - - - - - 
Others  (10.9)  6.5 - - - 
Cash flow from investing (18.1) (2.1) (12.0) (8.0) (8.0) 
Debt raised/(repaid) (0.2) (0.2) - - - 
Equity raised/(repaid) - - - - - 
Dividends paid  (34.4) (23.1) (39.2) (47.2) (50.4) 
Others    19.1 (10.7) (0.7) (0.6) (0.6) 
Cash flow from financing (15.5) (34.1) (39.9) (47.9) (51.0) 
Net cash flow (21.9)  5.4 (4.3)  5.2  11.4 
Net cash/(debt) b/f  68.2  51.4  56.8  52.6  57.8 
Net cash/(debt) c/f  46.3  56.8  52.6  57.8  69.2 
      
Key Ratios (YE 31 Mar) FY18 FY19 FY20F FY21F FY22F 
        
Revenue growth (%) (1.6) (13.9)  13.1  8.0  4.2 
EBITDA growth (%) (73.2)  161.8  52.0  18.6  7.4 
Pretax margin (%)   1.3  11.0  15.0  16.8  17.3 
Net profit margin (%)  1.0   8.3  11.4  12.7  13.2 
Interest cover (x) nm nm  1,164.7 nm nm 
Effective tax rate (%)  11.2  24.1  24.0  24.0  23.8 
Dividend payout (%)  856.3  82.5  90.0  90.0  89.0 
Debtors turnover (days)  137  139  125  132  134 
Stock turnover (days)  55  74  54  42  43 
Creditors turnover (days)  94  105  79  72  73 
      

 

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 AmInvestment 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 
constituteAmInvestment’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 AmInvestment’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. AmInvestment, 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.  

AmInvestment 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. 

 


