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COMPANY ALERT Forecast Change

Del Monte Pacific Buy

Cost savings to filter into 2H09
 

Reuters:DMPL.SI Exchange:SES Ticker:DMPL

 

Price (SGD) 0.59

Price target (SGD) 0.62

52-week range (SGD) 0.65 - 0.30

Market cap (USDm) 441

Shares outstanding (m) 1,081.8

Net debt/equity (%) 7.1

Book value/share (USD) 0.20

Price/book (x) 2.0

 

FYE 12/31 2008A 2009E 2010E

Sales (US-
Dm)

381 372 406

Net Profit
(USDm)

37.0 40.1 47.9

DB EPS
(USD)

0.03 0.04 0.04

PER (x) 11.6 11.0 9.2

Yield (net)
(%)

6.4 6.8 8.1

 

2Q09 results in line with expectations. Excluding divestment and forex
translation, revenue would have increased 1% YoY instead of a decline of
11% YoY to US$78.9m. Earnings decline slowed to 9% YoY but rose 24%
QoQ to US$5.1m in the 2Q09.

Earnings are back-end loaded. The company's core market in the Philip-
pines remains resilient in peso terms with sales up 11% YoY driven by Del
Monte Fit 'n Right juice drink in PET bottles, culinary products and the food
service sector. We expect the company to achieve cost reductions from
lowering tin plate costs and raw material costs in the 2H09.

Expanding into key markets - Vietnam and India. Mgmt has made some
key hires to build the S&W brand and is looking to have a business plan to
further expand its S&W brand in India and Vietnam. In India, Del Monte
launched a marketing campaign in May09 in the FieldFresh joint venture
with the Bharti group and has expanded its product range in 12 key cities
across India.

Maintain Buy. We have raised our earnings assumptions for FY10-11 by
4.5% and 5.0%, respectively, to account for expansion into Vietnam and
India. We have raised our target price from S$0.58 to S$0.62 based on our
DCF valuation. We have incorporated DB's new cost of capital assumptions
using a risk-free rate of 10.9% from 11.4%, our ERP of 5.0% from 5.2%,
and beta of 0.5 to derive our cost of equity of 13.4%. We maintain our target
debt/equity of 20% and a cost of debt at 10% to derive our WACC of 12.5%
from 13.0%. We maintain our TGR of 2%, in line with the population growth
rate. Key risks: competition, input costs, FX.
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All prices are those current at the end of the previous trading session unless otherwise indicated. Prices are sourced from local
exchanges via Reuters, Bloomberg and other vendors. Data is sourced from Deutsche Bank and subject companies. Deutsche
Bank does and seeks to do business with companies covered in its research reports. Thus, investors should be aware that the
firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only
a single factor in making their investment decision. Independent, third-party research (IR) on certain companies covered by
DBSI's research is available to customers of DBSI in the United States at no cost. Customers can access IR at http://
gm.db.com  or by calling 1-877-208-6300.

THE VIEWS EXPRESSED ABOVE ACCURATELY REFLECT PERSONAL VIEWS OF THE AUTHORS ABOUT THE SUBJECT
COMPANY(IES) AND ITS(THEIR) SECURITIES. THEY HAVE NOT AND WILL NOT RECEIVE ANY COMPENSATION FOR PRO-
VIDING A SPECIFIC RECOMMENDATION OR VIEW IN THIS REPORT. FOR OTHER DISCLOSURES PLEASE VISIT HTTP://
GM.DB.COM MICA(P) 106/05/2009
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