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Stock Information
Description: Del Monte operates as an investment holding
company, which engages in growing, processing, and selling
canned and fresh pineapples, pineapple concentrate, tropical
mixed fruit and tomato-based products. These products are
sold under the brand names of Del Monte and S&W.
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Possible M&A consolidation among Del Monte companies. The Del
Monte group of companies has had a colourful history of ownership
change. We sense that change is in the air again: In the past two years,
both Del Monte Canada and Del Monte Foods (US) have been
acquired, the former by ConAgra Foods and the latter by a KKR-led
consortium. We believe consolidation globally is possible and see this
as a value driver for DMPL shareholders.
Structural shift towards higher margins and ROE. DMPL’s regional
expansion through the S&W brand can be seen in the light of a change
to its business model outside its home market, ie, from being an OEM
exporter to a brand owner. We believe this will lead to better, if not
more stable margins, especially given DMPL’s vertically integrated
business. This should contribute to a significant structural change in
ROE profile, from 13% currently to 20% by FY15F.
End of unfavourable long-term supply contracts. DMPL has legacy
long-term supply contracts to the other Del Monte companies. Two
such major contracts will now be terminated or changed to reflect
market pricing by FY15. We estimate this alone would add at least
USD3-4m to the bottom line, boosting profit growth further.
Profit growth story with generous dividend. Our TP of SGD1.00 is
pegged at 25x FY14F PER. We believe this is justified by a 22% net
profit CAGR over the next three years, which is superior to its ASEANlisted peers. We also expect management to maintain the 75% dividend
payout during this period, making DMPL one of the highest-yielding
consumer stocks in the region. Initiate with BUY.
Del Monte Pacific– Summary Earnings Table
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2011
425.2
57.8
27.4
2.1
1.9
27.5
14.6
3.3
2.7
11.6
6.5

2012
459.7
65.5
32.1
2.5
2.2
23.5
13.3
3.8
2.5
12.5
6.5

SEE APPENDIX I FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATIONS

2013F
504.9
68.1
33.4
2.6
1.9
22.6
12.9
3.3
2.9
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6.5
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2014F
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3.2
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10.1
4.2
2.8
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7.7
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2015F
610.6
103.6
57.6
4.5
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Investment summary
Dominant F&B player in Philippines. Del Monte Pacific Limited
(DMPL) is a Philippine-based food and beverage (F&B) company, listed
on the Singapore Exchange (SGX) since 1999. It owns the rights and
operates under the Del Monte brand in its home market, where it enjoys
more than 70% market share in canned fruits and juices, as well as
tomato sauces. In 2006, DMPL was taken over by the current majority
shareholder Nutri-Asia. Since then, the new management has made
significant efforts to improve the company, as evidenced by profitability
more than tripling. We expect it will continue to unleash the latent
potential within the company over the next few years.
The empire may merge yet again. The Del Monte brand originated in
the US in 1892 and was broken up in 1991 into unaffiliated companies.
A slew of ownership changes and private equity activities followed,
most recently in the last two years when a KKR-led consortium took Del
Monte Foods (US) private again. We believe the latter is now the most
likely driver of M&A consolidation among the Del Monte group of
companies, which we see as a value driver for DMPL shareholders.
Off to conquer to world. DMPL acquired the S&W brand in 2007 and
has used it as a launchpad for regional expansion. It has seen sales of
S&W products growing exponentially. Despite being in multiple markets
including China, South Korea, the Middle East and ASEAN, this
segment accounted for only less than 10% of group revenue in FY12.
This means plenty of room to increase sales. India and Myanmar are
two other markets with huge growth potential.
Structural shift towards higher margins and ROE. Part of DMPL’s
global expansion through the S&W brand can also been seen in the
light of a change to its business model, from being an OEM exporter to
a brand owner. As a brand owner, the company stands to enjoy higher
and more stable margins independent of fruit price fluctuations. We
estimate this will result in a structural change in operating margins from
11% currently to 14% in FY15F and ROE profile from 13% to 20%
during the same period. There is more merit to this strategy when one
considers DMPL’s position as a vertically-integrated player, with access
to most of its own upstream supply requirements.
End of unfavourable long-term supply contracts. Even within its
OEM business, which accounted for 30% of group revenue in FY12, we
see low-hanging fruits for profit upside. DMPL has legacy long-term
supply contracts to the other Del Monte companies, which are
unfavourable in nature because of their non-market rates. By 2015,
however, we understand that two such major contracts will be
terminated or repriced to reflect market rates. We estimate profit upside
from this alone to be at least USD3-4m. Alternatively, some of these
volumes may be directed to its own growing branded business which
commands much higher margins.
Deserves higher valuation multiple for profit growth. Our TP of
SGD1.00 is pegged at 25x FY14F PER. Though this is a premium to
peers and the stock’s historical average, we believe it is justified by a
superior 22% net profit CAGR over the next three years vs peers’
average of 14%. This re-rating will also be driven by a structural change
in ROE profile. We expect management to keep the 75% dividend
payout during this period, which will rank DMPL among the highest
dividend-yielding consumer stocks in the region.
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More than pineapples
Dual-listed Philippine-based F&B company. Del Monte Pacific
Limited (DMPL) is a Philippine-based food and beverage (F&B)
company, which listed on the Singapore Exchange (SGX) in 1999. On
10 Jun 2013, it debuted on the Philippine Stock Exchange, making it
the first Singapore-listed firm to have a dual listing in Manila. The
company operates under different brands – Del Monte or S&W – in
different markets. Its main products are fresh and processed fruits,
beverages and culinary sauces. It has 4,120 employees and 6,648
seasonal workers across offices in the Philippines, Singapore and India.
Figure 1: Del Monte Pacific – revenue breakdown by
segment, FY12

Figure 2: Del Monte Philippines – revenue breakdown by
segment, FY12
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Source: Company, Maybank KE

Operates under two brands. The reason for operating under both Del
Monte and S&W brands is due to brand ownership. DMPL owns both
brands and uses them for different products in different markets:


Del Monte brand – used in the Philippines, Indian subcontinent and
Myanmar for processed products, and



S&W brand – used in Asia, the Middle East, Europe and Africa for
both processed and fresh products.

Figure 3: Del Monte Pacific – uses both Del Monte and S&W brands

Source: Company
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Not to be confused with other Del Monte companies. The Del Monte
brand has its origins in California, the United States, in 1892. In 1926,
Del Monte Foods in the US set up operations in the Philippines to
expand its pineapple plantations beyond Hawaii. By 1990, private
equity firm KKR broke up the brand, resulting in a number of unaffiliated
Del Monte companies with perpetual ownership of the brand in their
respective market/product category.
Figure 4: Del Monte brand ownership globally

Note: The above map is for processed food. For fresh produce, Fresh Del Monte (Europe)
owns the rights globally.
Source: Company

S&W brand for global expansion. In Jan 2006, Nutri-Asia, a
Philippine F&B conglomerate, took majority control of DMPL after a
general offer. We believe the original intention of management upon
takeover was to purchase the rights to the Del Monte brand in Asia from
Kikkoman. But the offer was rebuffed and management subsequently
bought the rights (only outside of the US) to the S&W brand. This brand
was similar to Del Monte in that both originated in California, but it
emerged later in 1896. S&W thus became DMPL’s platform for
expansion outside its home market.
Figure 5: S&W brand ownership globally

Source: Company
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The empire may merge yet again
Consolidation through M&A not impossible. Since breaking up in
1991, the Del Monte group of companies can lay claim to a colourful
history of change in ownership and private equity activities (see
Appendix, page 22). Even so, the longevity of the businesses attests to
the enduring brand equity of the Del Monte name.
If history is any guide, consolidation of these companies through M&A
is possible and cannot be ruled out in our view, especially given the
current environment of cheap debt.
A stirring of interest. Just last year, Del Monte Canada, a privatelyowned company, was bought by ConAgra Foods. The year before, Del
Monte Foods (US) was taken private, again by a KKR-led consortium,
in a megadeal worth USD5.3b. We think these moves were driven by a
lack of growth opportunities in America (from the seller’s point of view)
and the abundance of cheap debt and liquidity.
Figure 6: Del Monte companies across the world
Company
Del Monte
Canada

Sales/Profit
NA

Location
Canada

Del Monte Foods

FY12: Revenue of
USD3.7b and
operating income of
USD370m.

USA

Fresh Del Monte

FY12: Revenue of
USD3.4b and net
income of
USD145m.

Europe

Del Monte Asia
(sub of
Kikkoman)

FY12: Revenue of
USD3.6b and
income of
USD114.5m. Del
Monte division
contributed sales of
USD409m and op
income of USD82m.
FY12: Revenue of
USD460m and net
income of USD32m.

Asia

Kikkoman primarily manufactures and Kikkoman is
markets tomato-based goods and
listed on TSE
canned fruits and vegetables.
with a market
cap of USD3.4b.

Kikkoman Corp 4.9%.

Asia

Owns the rights to Del Monte in
the Philippines, India and Myanmar.
Also owns the rights
to S&W outside of the US.

NutriaAsia 67%.

Del Monte Pacific

Nature of business
Del Monte branded packaged
fruits and vegetables, Aylmer tomato
products.
One of the largest producers,
distributors and marketers of branded
pet products and food products. Also
owns the rights
to S&W in the US.
A vertically integrated producer,
marketer and distributor of fresh fruit
and vegetables globally and prepared
food in Europe, Africa
and the Middle East.

Listing status
Nil

Majority shareholders
ConAgra Foods purchased the company
from Sun Capital Partners in 2012.

Nil

Bought by KKR, Vestar Capital and
Centerview in 2011, in a deal worth
USD5.3b including debt of USD1.3b.

Listed on NYSE,
with a market
cap of USD1.6b.

Abu-Ghazaleh family 26%,
Fidelity 12.5%.

Listed on SGX,
with secondary
listing in the
Philippines, with
a market cap of
USD0.8b.

Source: Bloomberg, Companies, Maybank KE

Likely to be a value driver for DMPL shareholders. As the smallest
among the Del Monte group of companies, we do not think DMPL can
be the driving force behind the consolidation of the various entities. But
it would serve as a value driver for DMPL shareholders in the three
scenarios we sketched out below.

1 July 2013
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Figure 7: Relative sizes of Del Monte companies as of FY12 (USD m)
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Note: Del Monte Foods based on transaction price in 2011.
Source: Companies, Bloomberg, Maybank KE

Scenario 1 – Del Monte Foods/KKR goes on consolidation
spree globally
Biggest firm to lead the charge. Del Monte Foods is currently the
largest company among the group. Together with KKR’s resources, we
think it is most likely to drive consolidation. Del Monte processed foods
accounted for around 50% of Del Monte Foods’ total sales in FY12, with
branded pet food making up the rest. The company is largely UScentric and derives more than 90% of sales from the domestic market.
But the US is a mature market, with limited growth opportunities.
Acquiring the other Del Monte companies, especially those in the Asia
Pacific, would give it immediate access to growth markets in the region.
Brand control makes sense. From a brand perspective, consolidation
would give Del Monte Foods full control over a single brand. Consider
the alternative scenario of using a separate brand to compete against
the Del Monte brand (held by Kikkoman and DMPL) in Asia. This
branding confusion will be a marketer’s nightmare and one Del Monte
Foods/KKR will likely want to avoid if possible.
Relisting Del Monte Foods as a new and bigger entity. The intention
of KKR and partners is undoubtedly to relist Del Monte Foods with a
profit on their original investments. Since the acquisition in 2011, the
company has continued to engage in investor relations, making results
presentations despite the stock facing a trading suspension. Relisting
the company as a new and bigger entity – with the added attraction of
growth prospects outside the US – will likely result in a higher valuation
premium.

Scenario 2 – Del Monte Asia (Kikkoman) acquires DMPL
Highest-margin division within Kikkoman. Del Monte Asia is a
division within Kikkoman. It accounted for just 14% of total sales in
FY12, but a whopping 46% of operating income because of the far
higher margins it generates vis-à-vis the rest of Kikkoman’s businesses.
Expanding this business by acquiring DMPL would further lift its overall
margins.
With a market capitalisation of USD3.4b and net debt-to-equity ratio of
42%, it may be possible for Del Monte Asia (Kikkoman) to fund the
acquisition by selling the non-profitable divisions. Outside of its core soy

1 July 2013
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sauce products, the company also sells sake and wine, beverages,
vitamin supplements as well as hygiene inspection products.
Secures supplier and consolidates brand for Asia. Del Monte Asia
follows an asset-light strategy, with only two production facilities outside
Japan. The factory in Thailand produces corn products while that in
China produces tomato ketchup. We believe this business model is a
major reason why its margins are much higher than those of the other
divisions.
DMPL is an important supplier to Del Monte Asia in terms of processed
fruits. With upstream assets and manufacturing facilities, acquiring
DMPL would mean securing an important supplier. It will also
consolidate the brand for the whole of Asia including Myanmar, where
Japanese interests are expanding.
Figure 8: % breakdown of Kikkoman business
Del Monte Asia

Rest of Kikkoman

Figure 9: Operating margins within Kikkoman
25%
20%

OP income

46%

54%

20%

15%
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Del Monte Asia

Source: Company, Maybank KE

Rest of Kikkoman

Source: Company, Maybank KE

Scenario 3 – DMPL takes over Del Monte brand for ASEAN
Most of Del Monte Asia’s sales come from North Asia. We believe
North Asia ex-Japan accounts for a significant portion of Del Monte
Asia’s sales. This perhaps explains why the company has not put in
much effort to build up its business in ASEAN, a region it is traditionally
less familiar with. Much like how Del Monte was split up originally,
Kikkoman may be persuaded to sell the brand rights for ASEAN to
DMPL.
This could happen if it has difficulties finding suppliers or see margins
being eroded by competition. DMPL is currently an OEM supplier to Del
Monte Asia but is also aggressively growing its sales in the ASEAN
markets.
Allows DMPL to expand with one brand. This would be a coup for
DMPL, as we believe competing across ASEAN as a single brand
would be desirable for DMPL. It would create more marketing
synergies, especially given the proximity of these markets. DMPL is
currently seeking expansion in ASEAN through its S&W brand.

1 July 2013
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Home-court advantage
Dominant brand in Philippines. Del Monte is a well-known brand in
the Philippines, with a long history to boot. As such, DMPL enjoys very
strong brand equity and dominant market share. Its sales in this market
are split approximately between 70% general trade and 30% modern
trade. With rapid GDP growth, we estimate the Philippine market will
grow at 10-15% pa over the next three years. Despite an already
dominant market share, management has identified several strategies
that will help increase sales further.
Market share in Philippines
Product
Market Share
Canned pineapple
80%
Canned mixed fruit
74%
Canned RTD juices
92%
Tomato sauce
78%
Spaghetti Sauce
56%

Figure 10: Dominating shelf space in the Philippines

Source: Nielsen Retail Index 2013

Source: Company

Strong growth since Nutri-Asia’s takeover. One of the first initiatives
taken by the new management following its takeover in 2006 was to
increase the number of general trade distributors from two to 16 (nonexclusive). We believe this move helped drive DMPL’s sales, which
have grown at 15% CAGR since then. The company uses its own direct
sales force for modern trade where it dominates shelf space. Around
30% of current sales within the Philippines are through modern trade
and 70% through general trade.
Margins remain robust. As a result of its dominance and brand equity
in its home market, DMPL has consistently enjoyed strong margins in
its branded business segment (almost 90% of sales currently are from
the Philippines). In addition to the culinary business, the company
controls most of its upstream manufacturing and distribution processes,
thereby helping to control costs and boost margins.
Figure 11: Philippine market sales have grown at 15% CAGR
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Figure 12: Strong margins for branded business
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Source: Company, Maybank KE

Page 8 of 27

Del Monte Pacific | Initiating Coverage

Growth strategy #1 – start your day with juice. Despite the
popularity of its beverage products, which command 92% market share
of canned RTD juices, the breakfast segment remains untapped. Unlike
many other countries where juices are an integral part of breakfast, the
Philippines does not yet have this culture. Through marketing and
educational campaigns, mostly in-store, DMPL aims to penetrate this
segment. In line with this strategy, management plans to eventually
introduce Tetra packs, which may be a more convenient form for
breakfast use compared to cans.
Growth strategy #2 – smaller and more affordable packs. To
encourage sustainable consumption in the rural areas, DMPL launched
the smaller pack pineapple tidbits in pouch forms three years ago.
Unlike the traditional canned version, this is for one-time consumption
and costs PHP12 per pouch. This is more affordable for consumers
with little disposable income and also offers convenience. This year the
company also introduced a similar fruit cocktail sachet.
Growth strategy #3 – PET drinks that Fit. With PET bottles becoming
increasingly popular, DMPL launched the “Fit n Right” range of PET
drinks in 2006, making it a pioneer in weight loss drinks. Today it is a
market leader in this weight loss category. But this line has not been
profitable mainly due to the company’s outsourcing contract with San
Miguel. Management plans to shift production once the contract ends in
2014, which may lower cost and increase profitability.
Figure 13: Fit n Right PET drinks introduced in 2006

Source: Company

Figure 14: Range of products in the Philippines

Source: Company
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Off to conquer the world
S&W as launchpad for global expansion. DMPL acquired the S&W
brand, which has a similar heritage to the Del Monte brand, in Nov 2007
for USD10m. This gives it the global rights to the brand, except in the
Americas, Australia and New Zealand. Put another way, the S&W
brand can serve as the launchpad for its global expansion, as well as
penetration into branded fresh fruit sales (where it does not have the
rights under the Del Monte brand).
Since 2008, S&W sales have grown rapidly, albeit from a low base.
Today, the S&W brand accounts for only 10-15% of branded revenue
despite being in multiple markets including China, South Korea, the
Middle East and Southeast Asia. In our view, this represents a lot of
upside potential to increase sales.

Figure 15: S&W sales have grown rapidly since 2008
40

Figure 16: China and Korea are major sales contributors
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Source: Company, Maybank KE

Figure 17: S&W products in Asia

Source: Company
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Fresh sales, fresh revenue. Prior to the acquisition of the S&W brand,
DMPL sold fresh pineapples only as an OEM supplier, mainly to Del
Monte Fresh within Asia. The acquisition therefore gave DMPL a
channel to sell under its own brand. This is a logical strategic move,
given that DMPL has its own plantations and distribution network.
Selling under its own brand will give the company more control over
volume levels and hence, better margins. China and South Korea are
the key markets and together account for almost 60% of S&W’s fresh
sales.
For fresh sales, a different and higher grade of pineapple called MD2 is
used, unlike the Champaka variety used for processed sales. While
there is an oversupply situation in Thailand for the Champaka strain
which is depressing prices, the MD2 strain is still seeing strong demand
growth with supply in the Asia Pacific limited to the Philippines. We
understand there is room to increase production by at least 20-30% in
DMPL’s plantations through a combination of better yields and more
plantings.
Figure 18: DMPL’s sales of fresh pineapples (USD m)
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Courting India. DMPL holds a 47% equity stake (but 50% voting
control) in Fieldfresh, a JV in India with the Bharti Group. This JV aims
to leverage on the latter’s distribution network and local know-how to
expand and develop the Indian market for Del Monte products. The
product range is therefore similar to that in the Philippines where it also
owns the Del Monte brand. In Dec 2010, the JV opened a plant near
Bangalore to produce culinary products and fruit drinks, which gives it a
manufacturing localization.
Indian JV should break even in 2016. Since acquiring its stake in
FieldFresh in 2007, we estimate DMPL has incurred start-up costs and
shared losses to the tune of USD75m. We deem this amount as part
and parcel of starting in a new market, especially a large one like India
where there is huge growth potential. Encouragingly, the losses have
since narrowed every year and management expects to break even by
2016.

1 July 2013
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Figure 19: Del Monte products in the Indian subcontinent

Source: Company

Myanmar rights could prove profitable. DMPL also owns the rights to
use the Del Monte brand in Myanmar, which could prove valuable going
forward as this economy is expected to grow rapidly. In Jan 2013, the
company officially launched its products in the country in partnership
with Global Sky Company, a domestic distributor.

1 July 2013
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A structural shift towards higher margin
From exporter to brand owner. Part of DMPL’s bid to expand globally
by leveraging the S&W brand can also be seen in the change to its
business model. Before 2007, the company was an exporter-cum-OEM
producer for markets outside the Philippines. S&W represents entry into
overseas market for its own branded sales. Going forward,
management will likely maintain the OEM business if margins are still
favourable, but the focus will be growth of its own branded sales. In our
view, this structural shift will result in more stable, if not better margins.
Price-taker in OEM business. As an OEM manufacturer, DMPL has
very little pricing power and its margins are generally lower. Moreover,
OEM prices to customers are usually correlated to spot prices for
pineapples, subjecting DMPL to market forces beyond its control. Brand
owners, on the other hand, typically do not reduce prices even if
pineapple prices were to decline. As a vertically integrated brand owner
with upstream plantations, DMPL can exercise even better control over
cost input. This makes embarking on its own branded sales long
overdue, a strategy perhaps overlooked by the previous management.
Shift towards higher margin within OEM business. Even within its
OEM business, which accounted for around 30% of group revenue in
FY12, we see margin upside from the shift from unfavourable long-term
supply contracts to more market price contracts.
End of unfavourable legacy supply contracts. We note that within
DMPL’s OEM business segment, about 45% of revenue comes from
long-term supply contracts. These are legacy contracts to the other
unaffiliated Del Monte companies and have been in place before the
group broke up. One of Nutri-Asia’s first major business decisions upon
taking over was to identify and terminate the unfavourable contracts.
These will now end with effect from end-2014 and/or beginning of 2015
unless they are renegotiated in the meantime. Comparing the margins
between supply and non-supply contracts, we believe these contracts
represent low-hanging fruits for margin upside.
Figure 20: Supply contracts have very unfavourable margins

Branded business
OEM business:
Asia-Pac non-supply
Europe/ US non-supply
Supply contract

Gross Margin
FY11
FY12
27%
30%
26%
23%
8%

Source: Company, Maybank KE

24%
12%
7%

Operating margin
FY11
FY12
10%
14%
18%
17%
1%

15%
4%
0%

Figure 21: Profit upside from market price contracts

Current Supply Contract at
0% margin
Assuming 4% Europe/ US
non-supply margins
Assuming 15% Asia-Pac
non-supply margins

FY12 Revenue FY12 operating
(USD m) profit (USD m)
61.0

(0.1)
2.4
9.2

Source: Company, Maybank KE

Del Monte Foods (US) contract to end Nov 2014. Under this contract,
DMPL supplies canned pineapples and pineapple concentrates for sale
in the US. Prices are fixed periodically using a formula consisting of
prevailing market prices in the US minus a discount for expenses. The
floor price for this contract is at production cost. We understand that this
contract, which accounted for almost 80% of the supply contract
revenue in FY12, is currently not profitable despite the significant
revenue.

1 July 2013
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Option #1 – renegotiation for more favourable terms. On top of the
long-term supply contracts, DMPL also has other types of supply
contracts with Del Monte Foods. The latter would typically use more
favourable market prices, which roll on a 3-6 month basis. In our view,
this would represent the most amiable conclusion for both parties.
Option #2 – sell to other parties. If the long-term supply contract is
not successfully renegotiated, management is confident of selling the
equivalent volume to other private labels. We do not see any downside
risk of revenue loss if this eventuates, given that operating margins
have been almost zero in the past few years. Besides, some of the
volume can be redirected towards its own branded sales, which are
increasing rapidly.
Del Monte Fresh (Europe) contract to shift to market pricing from
Jan 2015. This contract is much smaller, accounting for less than 5% of
supply contract revenue in FY12. However, the upside for repricing is
high. Under this contract, DMPL supplies fresh pineapples to Del Monte
Fresh (Europe) for sale in Asia at a fixed price. From Jan 2015, the
contract will shift to market pricing which, we understand, would almost
double the prices and add around USD2-3m to DMPL’s operating profit
alone.
Figure 22: OEM business revenue breakdown, FY12
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Figure 23: Supply contract revenue breakdown, FY12
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Financials
Three-year 22% net profit CAGR to be back-loaded. DMPL’s net
profit has almost tripled in the past three years, from a very low base.
Over the next three years, we continue to expect significant growth
momentum, with net profit increasing at 22% CAGR, in particular 28%
in FY14F and 35% in FY15F. Having said that, we believe growth will
mostly be back-loaded.
Figure 24: Expected net profit trajectory (USD m)
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Source: Company, Maybank KE

Expect minor road bump in FY13F. We expect net profit growth of
just 4% in FY13F – a minor road bump which we believe is already
priced in. DMPL’s OEM business segment looks set to post a small
loss, swinging from last year’s profit. This is due to the weaker demand
environment in the US and Europe, as well as poor market prices for
processed pineapples caused by oversupply in Thailand. The company
has very little control over prices as it is bound by unfavourable longterm supply contracts.
Change to supply contract terms by 2015 is a low-hanging fruit. By
2015, DMPL’s two major long-term supply contracts to unaffiliated Del
Monte companies will be allowed to cease or changed to market
pricing. We estimate this alone would add at least USD3-4m to its
bottom line, and more if pineapple prices rebound from cyclical lows.
Shift towards branded business = Better margins + better ROE. We
expect a structural improvement in overall margins going forward, as
DMPL turns to focus more on its own branded sales and extract more
profitability out of its OEM business. This trend has been evident in the
past three years and we expect it will continue. As a result, DMPL’s
ROE profile will also improve, rising to 20% by FY15F.

1 July 2013
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Figure 25: Better margins expected

Figure 26: Better ROE profile going forward
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Figure 27: FY12 operating profit breakdown

Figure 27: FY15F operating profit breakdown
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Cost structure within control. We believe one of the key competitive
advantages for DMPL is having significant control over its cost input.
Under its cost structure, we estimate raw materials make up 45% of the
total, with costs mostly related to the pineapple plantations it owns.
Around 25% of total cost is from packaging, which is done in-house
under its canning facilities. DMPL enjoys significant economies of scale
here and experience from years of operation. Overall, we estimate that
only about 20-30% are fixed costs while the rest are variable in nature.
DMPL is a significant producer of pineapples. It produces 20% of
processed pineapples globally and 15% of fresh pineapples for
shipment within Asia.

1 July 2013
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Figure 28: Estimated cost structure, FY12
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Pineapple prices at cyclical lows. We believe processed pineapple
prices and pineapple juice concentrate prices are already at historical
lows and unlikely to decline further. The latter has already fallen from
around USD2,000/tonne to the current USD1,250/tonne in over a year,
due to oversupply in Thailand, a major producer, and weak demand
from traditional export markets in the US and Europe.
Generous dividend payout of 75% in recent years. DMPL’s official
dividend policy is 33% payout pa but the company has paid out a
generous 75% every year since 2005. We expect this practice to
remain in place, given that there are no significant capex requirements.
Although the past three years saw free cash flow constrained by higher
working capital due to the OEM business, we expect the situation would
change for the better going forward, which would improve what is
naturally a strong free cash flow business model.
Figure 29: Free cash flow to improve as branded business grows, FY13FY15F
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Valuations poised for re-rating
TP of SGD1.00 pegged at 25x FY14F. Our TP of SGD1.00 is pegged
at 25x FY14F PER, a premium to ASEAN peers which are trading on
21x FY14F PER on average. However, we believe it is more instructive
to also take into account profit growth momentum. On a PEG basis, this
translates to 1.1x for DMPL vs 1.6x for peers. Our TP of SGD1.00
implies upside of 37% from current levels.
Structural ROE change to drive re-rating. We expect the structural
shift towards branded business will lead to ROE improvement and, in
turn, drive the stock’s re-rating over the next three years. Two factors
will lift ROE: 1) an increased emphasis on own branded sales which
have higher margins, and 2) higher margins from the OEM business as
unfavourable long-term contracts wind down. We estimate ROE will
improve from 12% in FY12 to 20% by FY15F, which will put DMPL in
the top tier of its peer group.
Higher valuation multiple underpinned by profit growth. We expect
DMPL to record net profit CAGR of 22% over the next three years, far
superior to the respective growth of 14% and 15% its ASEAN and SGXlisted peers are expected to post during the same period.

Figure 30: P/BV vs ROE, FY15F

Figure 31: FY13F PER vs 3-year net profit CAGR
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Dual-listing in the Philippines to improve liquidity. In Jun 2013,
DMPL successfully dual-listed its shares on the Philippine Stock
Exchange (PSE) by way of introduction. The shares are fungible, within
a time period of 5-7 working days.
We believe this move will benefit the stock in terms of enhanced
visibility on two platforms, as well as increased overall liquidity.
Controlling shareholder Nutri-Asia’s 79% stakeholding was pared down
to 67% following the sale of vendor shares (around 12%) for the listing
in the Philippines.

1 July 2013
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Figure 32: Peer comparison
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Historical PER, P/BV bands. On a five-year historical basis, the stock
has traded at an average of 20x PER and 2x P/BV. We believe the
stock will re-rate to a new level, given the structural changes in ROE
profile and expected earnings growth. We also believe it will attract a
greater institutional following as a result of higher market capitalisation
and trading liquidity.

Figure 33:PER band since 2008

Source: Bloomberg, Maybank KE
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Figure 34:P/BV band since 2008

Source: Company, Maybank KE
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Key risks
Market concentration. Revenue for DMPL is still primarily derived from
the Philippines, its home market, which accounts for around 60% of
group sales. We expect this percentage to climb to 67% over the next
three years, driven by strong domestic sales and the cessation of
unfavourable OEM export contracts. While a dominant domestic market
share is a source of strength, it also represents market concentration
risk. An economic crisis in the country could stifle demand and limit
spending.
Intensifying competition for branded business. We believe DMPL is
more susceptible to this risk in new markets and products which it is not
traditionally strong in. More specifically, this is a risk for the S&W brand
outside the Philippines, where the company started in 2007. For
example, DMPL found it more difficult to break into markets such as
Thailand, where there are strong incumbents. Nonetheless, given that
this brand represents less than 10% of group sales and is growing from
a very low base, we deem the overall risk to be low.
Significant decline in pineapple prices. Pineapple prices currently
are at cyclical lows and any significant drop in global demand or an
unexpected supply glut would deal prices a nasty blow. If this
eventuates, DMPL’s OEM business may take a hit, as supplies to
customers are typically based on market prices. Longer term, however,
we see this risk diminishing as the company makes a structural shift
away from the OEM business.
Persistent losses in non-core markets. DMPL currently has a JV
called FieldFresh in India with the Bharti Group, where it holds a 47%
equity stake. Since starting up in 2007, FieldFresh has incurred losses,
though these have been narrowing. We expect this business to turn in
its first positive earnings by FY16. If this does not materialise, group
profit could be dragged down.
Unforeseen plantation disruptions. DMPL is a vertically integrated
producer, especially for its pineapple business, where it owns
plantations in the Philippines. Unforeseen weather changes, crop
diseases or worker strikes could disrupt supply and volumes or margins
would be affected if DMPL has to outsource from other plantations.

1 July 2013
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Key management
Mr Rolando C Gapud, Chairman and Non-Executive Director
Mr Gapud has more than 35 years of experience in banking, finance
and general management, having served as the CEO of several
Philippine companies. He has also served on the boards of various
major companies, including the Development Bank of the Philippines.
Mr Gapud holds a Master of Science in Industrial Management degree
from the Massachusetts Institute of Technology.
MrJoselito D Campos, Jr, Managing Director and CEO
Mr Campos is chairman and CEO of the Nutri-Asia Group of
Companies, a major food conglomerate in the Philippines. He is also
the chairman of two major property developers, Fort Bonifacio
Development Corp and Ayala-Greenfield Development Corp, as well as
a director of San Miguel Corp, one of the largest and oldest business
conglomerates in the Philippines. Mr Campos holds an MBA from
Cornell University.
Mr Luis F Alejandro, COO
Mr Alejandro has over 25 years of experience in consumer product
operations and management. He started his career with Procter &
Gamble before joining Kraft Foods Philippines. Later, he joined
Southeast Asia Food Inc and Heinz UFC Philippines, two leading
consumer companies of the Nutri-Asia Group, as president and chief
operating officer. He holds a bachelor’s degree in Economics from the
Ateneo de Manila University and an MBA from the Asian Institute of
Management.
Mr Richard W Blossom, Senior Vice President
Mr Blossom is the president of GTL Limited, DMPL’s principal export
arm. He has over 30 years of experience in general management,
marketing, sales, distribution and logistics of fast moving consumer
goods. He obtained his MBA in marketing from New York University’s
Stern School of Business.
Ms Tan Chooi Khim, General Manager S&W
Ms Tan has more than 20 years of experience in the fast moving
consumer goods industry. She started her career at Unilever and joined
Sara Lee as marketing director. Ms Tan holds a Master of Science in
Chemistry from Purdue University and a Bachelor of Science in
Chemistry from Cumberland College.
Mr Ignacio C O Sison, CFO
Mr Sison has more than 20 years of finance experience. He was
previously Vice President, Corporate Controller and Vice President,
Treasury and Corporate Development of Del Monte Philippines. Before
joining the company, he was CFO of Macondray SGV & Co. Mr Sison
holds a MS degree in Agricultural Economics from Oxford University.
He also has a MA degree (major in Economics) from the International
University of Japan and a BA in Economics from the University of
Philippines.
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Appendix: Colourful ownership history
*Underlined represents directly related to DMPL
1979: Tobacco giant R.J. Reynolds acquired Del Monte Foods.
1983: Biscuit-maker Nabisco bought R.J. Reynolds, becoming RJR
Nabisco.
1990: Kohlberg Kravis Roberts (KKR) took over Nabisco-RJR in the
biggest leverage buyout at the time and subsequently sells former Del
Monte Corporation units separately, breaking them up into Del Monte
Foods and Del Monte Fresh Produce. Kikkoman gained the exclusive
marketing rights to the Del Monte brand in all of Asia excluding the
Philippines.
1991: Del Monte Foods divested 49.9% of Del Monte Philippines to
Kikkoman (15%) and to Europe-based Del Monte International (35%).
1996: Del Monte Foods and Kikkoman divested their entire interest in
Del Monte Philippines. Philippine-based MCI and Del Monte
International became joint controlling shareholders of Del Monte
Philippines.
1996: Fresh Del Monte Produce acquired by IAT Group.
1997: Fresh Del Monte Produce begins trading on the NYSE.
1997: Private equity TPG Group purchases Del Monte Foods.
1999: Del Monte Foods begins trading on the NYSE.
1999: DMPL was incorporated as a holding company for the Del Monte
Philippines business and listed on the SGX. Both MCI and Del Monte
International (Europe) became joint major shareholders with 37.5%
stake each.
2001: Del Monte International (Europe) was bought by Italy-based
CirioSpA. CirioSpA subsequently increased its stake in DMPL to 40%.
2004: CirioSpA became insolvent and was broken up. Fresh Del Monte
bought Del Monte International (Europe) from CirioSpA.
2005: CirioSpA’s stake in DMPL was sold to MCI, which in turn sold its
50% stake to San Miguel-Nutri-Asia, a JV vehicle where Nutri-Asia held
58%. The JV completed a general offer and held an 85% stake in
DMPL.
2007: San Miguel sold its 42% stake in the JV to Nutri-Asia, resulting in
the latter being the sole majority shareholder of DMPL.
2011: KKR, Vestar and Centerview completed acquisition of Del Monte
Foods, taking it private once again.
2012: ConAgra Foods completed its acquisition of Del Monte Canada
from Sun Capital Partners.
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PROFIT AND LOSS (SGD m)
YE Dec

CASH FLOW (SGD m)
2011

2012

2013F

2014F

2015F

YE Dec

425.2
(323.8)
101.4
(57.1)
44.3
(1.6)
(10.6)
32.1
(5.5)
0.9
27.4
27.4
2.1
57.8

459.7
(346.9)
112.8
(62.9)
49.9
(3.1)
(6.1)
40.7
(9.1)
0.5
32.1
32.1
2.5
65.5

504.9
(388.1)
116.8
(66.4)
50.3
(3.3)
(4.0)
43.0
(10.1)
0.5
33.4
33.4
2.6
68.1

554.7
(419.0)
135.7
(74.1)
61.6
(4.2)
(2.0)
55.4
(13.9)
0.5
42.0
42.0
3.2
81.4

610.6
(447.1)
163.5
(80.7)
82.8
(4.9)
(1.0)
76.9
(19.7)
0.5
57.6
57.6
4.5
103.6

Operating cash flow
Pretax profit
Depreciation & amortization
Share of JV/ assoc
Change in working capital
Others
Investment cash flow
Net capex
Other investments
Others
Financing cash flow
Dividends
Net change in debt
Issue of shares
Others
Net cash flow
Free cash flow

BALANCE SHEET (SGD m)
YE Dec

2011

2012

2013F

2014F

2015F

Total assets
Current assets:
Cash
Inventories
Recievables
Bio assets
Long-term assets:
PPE
JV/ Associates
Intangibles
Others
Total liabilities
Current liabilities:
Payables
ST Borrowings
Others
Long-term liabilities
Long-term borrowings
Others
Shareholder's equity

417.4
278.5
20.9
82.9
82.9
91.8
138.9
85.4
24.0
16.0
13.5
194.8
188.9
81.3
105.0
2.6
5.9
5.9
0.0
230.5

495.5
350.1
24.6
113.5
102.4
109.7
145.5
93.4
21.5
15.4
15.2
242.2
226.5
95.5
125.9
5.2
15.7
15.7
0.0
255.2

515.7
367.0
25.0
111.7
110.7
119.7
148.7
101.2
17.5
14.9
15.2
254.5
239.5
101.0
133.3
5.2
15.0
15.0
0.0
263.6

548.7
396.8
25.0
120.5
121.6
129.7
151.9
106.9
15.5
14.3
15.2
277.5
262.5
109.1
148.3
5.2
15.0
15.0
0.0
274.1

577.2
427.1
25.0
128.6
133.8
139.7
150.0
106.6
14.5
13.7
15.2
291.9
276.9
116.4
155.3
5.2
15.0
15.0
0.0
288.7

Sale
Cost of sales
Gross Profit
SG&A
Operating Profit
Net Finance cost
JV/ Associates
Pretax income
Income taxes
Minority
Reported Net profit
Net profit (recurring)
EPS (USD cent)
EBITDA

KEY RATIOS (SGD m)
YE Dec
Growth (% YoY)
Sales
Operating Profit
EBITDA
Net Profit (recurring)
EPS
Profitability (%)
Operating margin
EBITDA margin
Net profit margin
ROA
ROE
Stability
Gross debt/equity (%)
Net debt/equity (%)
Int. coverage (X)
Int. & ST debt coverage (X)
Cash flow int. coverage (X)
Cash flow int. & ST debt (X)
Current ratio (X)
Quick ratio (X)
Net debt/(cash) (USD m)
Per share data (USD cents)
EPS
CFPS
BVPS
SPS
EBITDA/share
DPS

2011

2012

2013F

2014F

2015F

38.1
26.6
13.5
10.6
(18.6)
6.0
(19.0)
(18.4)
(1.1)
0.5
(15.7)
(16.8)
7.1
(1.8)
(4.1)
3.4
19.1

19.5
31.6
15.7
6.1
(46.2)
12.4
(20.1)
(17.1)
(3.6)
0.6
(5.0)
(23.4)
22.5
0.0
(4.1)
(5.6)
(0.6)

43.7
43.0
17.8
4.0
(10.9)
(10.1)
(25.0)
(25.0)
0.0
0.0
(18.3)
(25.0)
6.7
0.0
0.0
0.4
18.7

41.6
55.4
19.8
2.0
(21.8)
(13.9)
(25.0)
(25.0)
0.0
0.0
(16.6)
(31.5)
14.9
0.0
0.0
0.0
16.6

55.9
76.9
20.8
1.0
(23.1)
(19.7)
(20.0)
(20.0)
0.0
0.0
(35.9)
(43.2)
7.3
0.0
0.0
0.0
35.9

2011

2012

2013F

2014F

2015F

12.3
46.1
37.8
73.6
73.8

8.1
12.6
13.3
16.9
16.9

9.8
0.9
3.9
4.0
4.0

9.9
22.5
19.6
25.9
25.9

10.1
32.0
25.5
34.5
34.5

10.4
13.6
6.5
6.5
11.6

10.8
14.3
7.0
6.5
12.5

10.0
13.5
6.6
6.5
12.7

11.1
14.7
7.6
7.7
15.3

13.6
17.0
9.4
10.0
20.0

48.1
39.1
27.7
0.4
2.1
0.0
1.5
1.0
90.0

55.5
45.9
16.3
0.4
-1.8
0.0
1.5
1.0
117.0

56.3
46.8
15.2
0.4
0.1
0.0
1.5
1.1
123.3

59.6
50.4
14.6
0.4
0.0
0.0
1.5
1.1
138.3

59.0
50.3
16.8
0.5
0.0
0.0
1.5
1.1
145.3

2.5
1.8
21.4
39.4
5.4
1.9

3.0
(0.1)
23.7
42.6
6.1
2.2

2.6
1.4
20.4
39.0
2.6
1.9

3.2
1.3
21.2
42.9
3.2
2.4

4.5
2.8
22.3
47.2
4.5
3.3

Source: Company, Maybank KE
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(603) 2297 8679 weisum@maybank-ib.com
 Property & REITs
LEE Yen Ling
(603) 2297 8691 lee.yl@maybank-ib.com
 Building Materials
 Manufacturing
 Technology
LEE Cheng Hooi Head of Retail
chenghooi.lee@maybank-ib.com
 Technicals

HONG KONG / CHINA
Ivan CHEUNG, CFA
(852) 2268 0634 ivancheung@kimeng.com.hk
 Industrial
Jacqueline KO, CFA
(852) 2268 0633 jacquelineko@kimeng.com.hk
 Consumer
Andy POON
(852) 2268 0645 andypoon@kimeng.com.hk
 Telecom & equipment
Alex YEUNG
(852) 2268 0636 alexyeung@kimeng.com.hk
 Industrial
Karen KWAN
(852) 2268 0640 karenkwan@kimeng.com.hk
 HK & China Property
Jeremy TAN
(852) 2268 0635 jeremytan@kimeng.com.hk
 Gaming
Warren LAU
(852) 2268 0644 warrenlau@kimeng.com.hk
 Technology – Regional
Philip TSE
(852) 2268 0643 philiptse@kimeng.com.hk
 HK & China Property

INDIA
Jigar SHAH Head of Research
(91) 22 6623 2601 jigar@maybank-ke.co.in
 Oil & Gas
 Automobile
 Cement
Anubhav GUPTA
(91) 22 6623 2605 anubhav@maybank-ke.co.in
 Metal & Mining
 Capital goods
 Property
Urmil SHAH
(91) 22 6623 2606 urmil@maybank-ke.co.in
 Technology
 Media
Varun VARMA
(91) 226623 2611 varun@maybank-ke.co.in
 Banking
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ECONOMICS
Suhaimi ILIAS
Chief Economist
 Singapore | Malaysia
(603) 2297 8682 suhaimi_ilias@maybank-ib.com

JUNIMAN
Chief Economist, BII
 Indonesia
(62) 21 29228888 ext 29682 Juniman@bankbii.com

Luz LORENZO
 Philippines
(63) 2 849 8836 luz_lorenzo@maybank-atrke.com

Josua PARDEDE
Economist / Industry Analyst, BII
 Indonesia
(62) 21 29228888 ext 29695 JPardede@bankbii.com

Tim LEELAHAPHAN
 Thailand
(662) 658 1420 tim.l@maybank-ke.co.th

SINGAPORE
Gregory YAP Head of Research
(65) 6432 1450 gyap@maybank-ke.com.sg
 Technology & Manufacturing
 Telcos - Regional
Wilson LIEW
(65) 6432 1454 wilsonliew@maybank-ke.com.sg
 Property & REITs
James KOH
(65) 6432 1431 jameskoh@maybank-ke.com.sg
 Logistics
 Resources
 Consumer
 Small & Mid Caps
YEAK Chee Keong, CFA
(65) 6432 1460 yeakcheekeong@maybank-ke.com.sg
 Offshore & Marine
Alison FOK
(65) 6432 1447 alisonfok@maybank-ke.com.sg
 Services
 S-chips
ONG Kian Lin
(65) 6432 1470 ongkianlin@maybank-ke.com.sg
 REITs / Property
Wei Bin
(65) 6432 1455 weibin@maybank-ke.com.sg
 S-chips
 Small & Mid Caps
Derrick HENG
(65) 6432 1446 derrickheng@maybank-ke.com.sg
 Transport (Land, Shipping & Aviation)

INDONESIA
Lucky ARIESANDI, CFA
(62) 21 2557 1127 lucky.ariesandi@maybank-ke.co.id
 Base metals
 Mining
 Oil & Gas
 Wholesale
Rahmi MARINA
(62) 21 2557 1128 rahmi.marina@maybank-ke.co.id
 Banking
 Multifinance
Pandu ANUGRAH
(62) 21 2557 1137 pandu.anugrah@maybank-ke.co.id
 Automotive
 Heavy equipment
 Plantation
 Toll road
Adi N. WICAKSONO
(62) 21 2557 1128 adi.wicaksono@maybank-ke.co.id
 Generalist
Anthony YUNUS
(62) 21 2557 1139 anthony.yunus@maybank-ke.co.id
 Cement
 Infrastructure
 Property

PHILIPPINES
Luz LORENZO Head of Research
(63) 2 849 8836 luz_lorenzo@maybank-atrke.com
 Strategy
Laura DY-LIACCO
(63) 2 849 8840 laura_dyliacco@maybank-atrke.com
 Utilities
 Conglomerates
 Telcos
Lovell SARREAL
(63) 2 849 8841 lovell_sarreal@maybank-atrke.com
 Consumer
 Media
 Cement
Luz LORENZO / Mark RACE
(63) 2 849 8844 mark_race@maybank-atrke.com
 Conglomerates
 Property
 Ports/ Logistics
 Gaming
Katherine TAN
(63) 2 849 8843 kat_tan@maybank-atrke.com
 Banks
 Construction
Ramon ADVIENTO
(63) 2 849 8845 ramon_adviento@maybank-atrke.com
 Mining

THAILAND
Sukit UDOMSIRIKUL Head of Research
(66) 2658 6300 ext 5090
Sukit.u@maybank-ke.co.th
Maria LAPIZ Head of Institutional Research
Dir (66) 2257 0250 | (66) 2658 6300 ext 1399
Maria.L@maybank-ke.co.th
 Consumer/ Big Caps
Andrew STOTZ Strategist
(66) 2658 6300 ext 5091
Andrew@maybank-ke.co.th
Mayuree CHOWVIKRAN
(66) 2658 6300 ext 1440 mayuree.c@maybank-ke.co.th
 Strategy
Padon Vannarat
(66) 2658 6300 ext 1450 Padon.v@maybank-ke.co.th
 Strategy
Surachai PRAMUALCHAROENKIT
(66) 2658 6300 ext 1470 Surachai.p@maybank-ke.co.th
 Auto
 Conmat
 Contractor
 Steel
Suttatip PEERASUB
(66) 2658 6300 ext 1430 suttatip.p@maybank-ke.co.th
 Media
 Commerce
Sutthichai KUMWORACHAI
(66) 2658 6300 ext 1400 sutthichai.k@maybank-ke.co.th
 Energy
 Petrochem
Termporn TANTIVIVAT
(66) 2658 6300 ext 1520 termporn.t@maybank-ke.co.th
 Property
Woraphon WIROONSRI
(66) 2658 6300 ext 1560 woraphon.w@maybank-ke.co.th
 Banking & Finance
Jaroonpan WATTANAWONG
(66) 2658 6300 ext 1404 jaroonpan.w@maybank-ke.co.th
 Transportation
 Small cap.
Chatchai JINDARAT
(66) 2658 6300 ext 1401 chatchai.j@maybank-ke.co.th
 Electronics
Pongrat RATANATAVANANANDA
(66) 2658 6300 ext 1398 pongrat.R@maybank-ke.co.th
 Services/ Small Caps

VIETNAM
Michael KOKALARI, CFA Head of Research
(84) 838 38 66 47 michael.kokalari@maybank-kimeng.com.vn
 Strategy
Nguyen Thi Ngan Tuyen
(84) 844 55 58 88 x 8081 tuyen.nguyen@maybank-kimeng.com.vn
 Food and Beverage
 Oil and Gas
Ngo Bich Van
(84) 844 55 58 88 x 8084 van.ngo@maybank-kimeng.com.vn
 Banking
Trinh Thi Ngoc Diep
(84) 844 55 58 88 x 8242 diep.trinh@maybank-kimeng.com.vn
 Technology
 Utilities
 Construction
Dang Thi Kim Thoa
(84) 844 55 58 88 x 8083 thoa.dang@maybank-kimeng.com.vn
 Consumer
Nguyen Trung Hoa
+84 844 55 58 88 x 8088 hoa.nguyen@maybank-kimeng.com.vn
 Steel
 Sugar
 Resources
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES
DISCLAIMERS
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an
offer to sell or a solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that
each security’s price or value may rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental ratings.
Technical ratings may differ from fundamental ratings as technical valuations apply different methodologies and are purely based on price and volume-related
information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns may be less than the original sum
invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does not
take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors
should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or
recommended in this report.
The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank
Investment Bank Berhad, its subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of
this report by MKE and it should not be relied upon as such. Accordingly, MKE and its officers, directors, associates, connected parties and/or employees
(collectively, “Representatives”) shall not be liable for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this
report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior notice.
This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”,
“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be
achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently available to us and are
subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking statements.
Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims any obligation to update or revise any such
forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of unanticipated
events.
MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from
time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business
from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments
related thereto. In addition, it may make markets in the securities mentioned in the material presented in this report. MKE may, to the extent permitted by law,
act upon or use the information presented herein, or the research or analysis on which they are based, before the material is published. One or more directors,
officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report.
This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in
whole or in part in any form or manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for the
actions of third parties in this respect.
This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such
circumstances as may be permitted by applicable law. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of
investors. Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply based on geographical
location of the person or entity receiving this report.
Malaysia
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental
ratings as technical valuations apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia
Securities Berhad in the equity analysis.
Singapore
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank
KERPL”) in Singapore has no obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact
Maybank KERPL in Singapore in respect of any matters arising from, or in connection with, this report. If the recipient of this report is not an accredited investor,
expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), Maybank KERPL shall be legally liable for the
contents of this report, with such liability being limited to the extent (if any) as permitted by law.
Thailand
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the
Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand
and the market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the
perspective of a third party. It is not an evaluation of operation and is not based on inside information.The survey result is as of the date appearing in the
Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. Maybank Kim Eng Securities (Thailand)
Public Company Limited (“MBKET”) does not confirm nor certify the accuracy of such survey result.
Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of MBKET.
MBKET accepts no liability whatsoever for the actions of third parties in this respect.
US
This research report prepared by MKE is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the
Securities Exchange Act of 1934, as amended) only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker-dealer registered in the US
(registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Maybank KESUSA in
the US shall be borne by Maybank KESUSA. All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the US.
This report is not directed at you if MKE is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You should
satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material concerning investments to you under relevant legislation and
regulations.
UK
This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial
Services Authority and is for Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial
Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for the recipients convenience only, and that the firm does not take any
responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this report should be considered as
constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.
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DISCLOSURES
Legal Entities Disclosures
Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938-H) which is a Participating Organization of Bursa
Malaysia Berhad and a holder of Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This material is issued
and distributed in Singapore by Maybank KERPL (Co. Reg No 197201256N) which is regulated by the Monetary Authority of Singapore. Indonesia: PT Kim
Eng Securities (“PTKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK. Thailand:
MBKET (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and
Exchange Commission.Philippines:MaybankATRKES (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the
Securities and Exchange Commission. Vietnam: Maybank Kim Eng Securities JSC (License Number: 71/UBCK-GP) is licensed under the
StateSecuritiesCommission of Vietnam.Hong Kong: KESHK (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: Kim
Eng Securities India Private Limited (“KESI”) is a participant of the National Stock Exchange of India Limited (Reg No: INF/INB 231452435) and the Bombay
Stock Exchange (Reg. No. INF/INB 011452431) and is regulated by Securities and Exchange Board of India. KESI is also registered with SEBI as Category 1
Merchant Banker (Reg. No. INM 000011708) US: Maybank KESUSA is a member of/ and is authorized and regulated by the FINRA – Broker ID 27861. UK:
Maybank KESL (Reg No 2377538) is authorized and regulated by the Financial Services Authority.

Disclosure of Interest
Malaysia: MKE and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act
as market maker or may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking
services, advisory and other services for or relating to those companies.
Singapore: As of 1 July 2013, Maybank KERPL and the covering analyst do not have any interest in any companies recommended in this research report.
Thailand: MBKET may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the
research report. Therefore, Investors should exercise their own judgment before making any investment decisions. MBKET, its associates, directors, connected
parties and/or employees may from time to time have interests and/or underwriting commitments in the securities mentioned in this report.
Hong Kong: KESHK may have financial interests in relation to an issuer or a new listing applicant referred to as defined by the requirements under Paragraph
16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission.
As of 1 July 2013, KESHK and the authoring analyst do not have any interest in any companies recommended in this research report.
MKE may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in
issues of, any or all of the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment
services in relation to the investment concerned or a related investmentandmayreceive compensation for the services provided from the companies coveredin
this report.

OTHERS
Analyst Certification of Independence
The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of
the research analyst’s compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.
Reminder
Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable
of understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political
factors (including, but not limited to, spot and forward interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any
issuer or reference issuer. Any investor interested in purchasing a structured product should conduct its own analysis of the product and consult with its own
professional advisers as to the risks involved in making such a purchase.
No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of MKE.

Ong Seng Yeow| Executive Director, Maybank Kim Eng Research

Definition of Ratings
Maybank Kim Eng Research uses the following rating system:
BUY

Return is expected to be above 10% in the next 12 months (excluding dividends)

HOLD

Return is expected to be between - 10% to +10% in the next 12 months (excluding dividends)

SELL

Return is expected to be below -10% in the next 12 months (excluding dividends)

Applicability of Ratings
The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only
applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings
as we do not actively follow developments in these companies.

Some common terms abbreviated in this report (where they appear):
Adex = Advertising Expenditure
BV = Book Value
CAGR = Compounded Annual Growth Rate
Capex = Capital Expenditure
CY = Calendar Year
DCF = Discounted Cashflow
DPS = Dividend Per Share
EBIT = Earnings Before Interest And Tax
EBITDA = EBIT, Depreciation And Amortisation
EPS = Earnings Per Share
EV = Enterprise Value
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FCF = Free Cashflow
FV = Fair Value
FY = Financial Year
FYE = Financial Year End
MoM = Month-On-Month
NAV = Net Asset Value
NTA = Net Tangible Asset
P = Price
P.A. = Per Annum
PAT = Profit After Tax
PBT = Profit Before Tax

PE = Price Earnings
PEG = PE Ratio To Growth
PER = PE Ratio
QoQ = Quarter-On-Quarter
ROA = Return On Asset
ROE = Return On Equity
ROSF = Return On Shareholders’ Funds
WACC = Weighted Average Cost Of Capital
YoY = Year-On-Year
YTD = Year-To-Date
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Malaysia

Maybank Investment Bank Berhad
(A Participating Organisation of
Bursa Malaysia Securities Berhad)
33rd Floor, MenaraMaybank,
100 JalanTun Perak,
50050 Kuala Lumpur
Tel: (603) 2059 1888;
Fax: (603) 2078 4194

Stockbroking Business:

Level 8, Tower C, DataranMaybank,
No.1, JalanMaarof
59000 Kuala Lumpur
Tel: (603) 2297 8888
Fax: (603) 2282 5136



Singapore

Maybank Kim EngSecuritiesPte Ltd
Maybank Kim EngResearchPte Ltd
9 Temasek Boulevard
#39-00 Suntec Tower 2
Singapore 038989



Hong Kong

Kim Eng Securities (HK) Ltd
Level 30,
Three Pacific Place,
1 Queen’s Road East,
Hong Kong



Philippines

Maybank ATR Kim Eng Securities
Inc.
17/F, Tower One & Exchange Plaza
Ayala Triangle, Ayala Avenue
Makati City, Philippines 1200



Tel: (63) 2 849 8888
Fax: (63) 2 848 5738

Thailand

Maybank Kim Eng Securities
(Thailand) Public Company
Limited
999/9 The Offices at Central World,
20th - 21st Floor,
Rama 1 Road Pathumwan,
Bangkok 10330, Thailand
Tel: (66) 2 658 6817 (sales)
Tel: (66) 2 658 6801 (research)



South Asia Sales Trading

Kevin FOY
kevinfoy@maybank-ke.com.sg
Tel: (65) 6336-5157
US Toll Free: 1-866-406-7447





Indonesia

PT Kim Eng Securities
Plaza Bapindo
Citibank Tower 17th Floor
Jl Jend. Sudirman Kav. 54-55
Jakarta 12190, Indonesia



Vietnam

In association with

Maybank Kim Eng Securities JSC
1st Floor, 255 Tran Hung Dao St.
District 1
Ho Chi Minh City, Vietnam
Tel : (84) 844 555 888
Fax : (84) 838 38 66 39

New York

Maybank Kim Eng Securities
USA Inc
777 Third Avenue, 21st Floor
New York, NY 10017, U.S.A.
Tel: (212) 688 8886
Fax: (212) 688 3500



Tel: (62) 21 2557 1188
Fax: (62) 21 2557 1189

Tel: (852) 2268 0800
Fax: (852) 2877 0104



Maybank Kim Eng Securities
(London) Ltd
6/F, 20 St. Dunstan’s Hill
London EC3R 8HY, UK
Tel: (44) 20 7621 9298
Dealers’ Tel: (44) 20 7626 2828
Fax: (44) 20 7283 6674

Tel: (65) 6336 9090
Fax: (65) 6339 6003



London

India

Kim Eng Securities India Pvt Ltd
2nd Floor, The International 16,
Maharishi Karve Road,
Churchgate Station,
Mumbai City - 400 020, India
Tel: (91).22.6623.2600
Fax: (91).22.6623.2604



Saudi Arabia
In association with

Anfaal Capital
Villa 47, Tujjar Jeddah
Prince Mohammed bin Abdulaziz
Street P.O. Box 126575
Jeddah 21352
Tel: (966) 2 6068686
Fax: (966) 26068787

North Asia Sales Trading

Eddie LAU
eddielau@kimeng.com.hk
Tel: (852) 2268 0800
US Toll Free: 1 866 598 2267

www.maybank-ke.com | www.maybank-keresearch.com
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