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What’s New 
 2H16 and FY16 results above, driven by margin 

recovery 

 Final DPS of 14.5 UScts declared 

 Expect more operational efficiencies to be realised 

 Maintain BUY, TP raised to US$9.96 

Price Relative 

 
 
Forecasts and Valuation  
FY Dec (US$ m)  2015A 2016A 2017F 2018F 
Revenue 11,137 11,201 11,642 12,297 
EBITDA 732 784 831 895 
Pre-tax Profit 503 555 580 634 
Net Profit 424 469 486 524 
Net Pft (Pre Ex.) 428 463 486 524 
Net Pft Gth (Pre-ex) (%) (14.3) 8.1 4.9 7.9 
EPS (US cts.) 31.3 34.7 35.9 38.8 
EPS Pre Ex. (US cts.) 31.7 34.2 35.9 38.8 
EPS Gth Pre Ex (%) (14) 8 5 8 
Diluted EPS (US cts.) 31.3 34.7 35.9 38.7 
Net DPS (US cts.) 20.0 21.0 23.0 23.0 
BV Per Share (US cts.) 102 111 126 142 
PE (X) 27.2 24.5 23.7 22.0 
PE Pre Ex. (X) 26.9 24.9 23.7 22.0 
P/Cash Flow (X) 16.4 21.2 13.4 21.8 
EV/EBITDA (X) 16.5 15.6 14.3 13.2 
Net Div Yield (%) 2.4 2.5 2.7 2.7 
P/Book Value (X) 8.4 7.6 6.7 6.0 
Net Debt/Equity (X) 0.3 0.4 0.1 0.1 
ROAE (%) 30.2 32.6 30.2 28.9 
     Earnings Rev (%):   2 1 
Consensus EPS (US cts.):   37.4 41.6 
Other Broker Recs:   S: 1 H: 2 

Source of all data on this page: Company, DBS Bank, Bloomberg 
Finance L.P. 

Efficient operations to drive growth  
 

Maintain BUY, on track for better profitability. We maintain our 
BUY rating on Dairy Farm (DFI) with a higher SOTP-based TP of 
US$9.96. Current share price ex-Yonghui values DFI’s core 
business at just 21.4x forward PE, below the regional peer 
average and its 9-year historical average forward PE of 25x. We 
see growth supported by more margin improvements ahead. 
2H16 results delivered stronger earnings driven by better 
operating efficiencies as anticipated. We continue to be positive 
on further cost efficiencies from enhanced operational processes 
through distribution centres, procurement and IT systems. In line 
with growth traction, we also expect DPS to increase in FY17F 
based on c.60-56% payout ratio, leading to slightly higher 
dividend yield.  
   
2H16 results ahead. Earnings came in at US$270m (+16% y-o-y) 
led by margin expansion, with revenue growth of just 1.7% y-o-
y (US$5.6bn). Revenue growth was driven strongly by North 
Asia, largely its HK Supermarkets and HK & China convenience 
stores, Health & Beauty, and Home Furnishing segments. Store 
rationalisation in Singapore and Indonesia helped to improve 
margins in supermarkets/hypermarkets segment though the 
closure of loss making stores. There was also improved 
contribution from Maxim’s and Yonghui at the associate level.  
 

Valuation: 

SOTP valuation methodology. Our target price of US$9.96 is 
derived from sum-of-parts valuation methodology. We value 
DFI's core business at US$9.34 based on DCF and the 20% 
stake in Yonghui based on the market value at US$1.09 and 
net debt at US$0.47 per share. 
 
Key Risks to Our View: 

Significant earnings disappointment. We expect earnings 
growth to accelerate into FY17F as management rings in 
better operating efficiencies. We believe that earnings would 
have to disappoint significantly to derail our positive bias on 
the stock. Nonetheless, our earnings forecast is conservative. 
 
 
At A Glance  
Issued Capital (m shrs) 1,352 
Mkt. Cap (US$m/US$m) 11,509 / 11,509 
Major Shareholders (%)  
Jardine Matheson Holdings 77.6 

Free Float (%) 22.4 
3m Avg. Daily Val (US$m) 2.8 
ICB Industry : Consumer Services / Food & Drug Retailers 

 

DBS Group Research . Equity  6 Mar 2017 
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Dairy Farm 
Version 5  | Bloomberg: DFI SP | Reuters: DAIR.SI   Refer to important disclosures at the end of this report 
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WHAT’S NEW 

Results review 
 

2H16 & FY16 results ahead. FY16 core earnings was 
US$463m (+8.1% y-o-y), led by margin expansion, with 
revenue growth at just 0.6% y-o-y (US$11.2bn). Revenue was 
driven by North Asia, convenience stores, Health & Beauty, 
and Home furnishing segments. Closure of underperforming 
stores and business units in Singapore and Indonesia 
supermarkets/hypermarkets helped EBIT margins improve to 
4.0% (+0.1ppt y-o-y). The variance to our estimates came 
from lower opex, which is a direct result of these store 
closures. Yonghui and Maxim’s associate/JV income for the 
full year was US$118m, in line with our US$120m estimate. 
DFI declared a final DPS of 14.5 UScts, in line with our 
estimate. On a half yearly basis, 2H16 earnings were 
US$270m (+16% y-o-y) on the back of US$5.6bn (+1.7% y-
o-y) revenue.  
 
Store closures helped to deliver 3.9% y-o-y operating profit 
growth for FY16 
 
North Asia leads revenue growth but profit margins were 
lower. FY16’s headline sales growth was led by North Asia 
(US$6.6bn, +6.3% y-o-y) compared to sales declines in South 
and East Asia. Growth was driven by Hong Kong 
Supermarkets, and Hong Kong & China convenience stores. 
As rents in Hong Kong however rose, North Asia’s FY16 
operating profit (US$416.4m) margins declined by 0.3ppt to 
6.3%.  
 
Store rationalisation in supermarket/hypermarkets led to 
operating profit margin increase. The absence of non-
performing stores in the supermarket/hypermarket segment 
boosted segment margins. Store rationalisation in Singapore 
and Indonesia saw segment operating margin increase by 
0.4ppt to 3.1%. However, a net reduction of 8 stores in this 
segment was a drag on segment revenue (US$6.2bm, -1.6% 
y-o-y).  
 
Convenience stores continue to grow. Convenience stores’ 
revenue grew (US$1.95bn, +3.7% y-o-y) as a result of same 
store sales growth (SSSG) and an increase in store numbers 
(+46) particularly in China. Ready to eat food (RTE) operations 
in Hong Kong, Macau, Singapore and China, private labels, 
and post rationalisation of stores in Singapore also helped to 
lift its FY16 operating profit margins to 3.8% (+0.4ppt). 
 
Costs a drag on Health & Beauty margins. Health and Beauty 
segment posted good revenue growth (US$2.4bn, +2.7% y-
o-y) in FY16 driven by Hong Kong, China, Singapore and 
Philippines sales, despite a reduction of 100 stores from 
Indonesia and Hong Kong. Segment operating profit margin 
shrank by 0.6ppts to 7.2% y-o-y on higher rents in Hong 

Kong, lower gross margins and poor performance in Malaysia 
due to competition and its weak economy.  
 
IKEA continues to grow. Home furnishing segment continues 
to grow in FY16 with revenue growing by 5% y-o-y to 
US$597m with the same store count of nine. IKEA delivered 
high operating margins of 11-12%, way above group 
operating margins of 4%. Even though it only contributed 
5% to revenue in FY16, it contributed a much higher c.16% 
of operating profit. A continued improvement in sales mix 
from this segment should help to lift operating margins going 
forward   
 
Sales growth in focus 
 
Store expansion, multi-channel experience, differentiated 
products and positioning to drive sales growth. DFI’s 2017 
focus will be on sales growth. Post store rationalisation, it 
plans to drive sales growth through store network expansion 
that include IKEA Tsuen Wan in Hong Kong (2H17), a second 
store in Jakarta, and the scaling up of more 7-eleven 
convenience stores in Guangzhou, China. There is still room 
for product expansion such as skin care products in Health & 
Beauty and building up private labels. Meanwhile, it is 
developing e-commerce and increasing pickup points at IKEA, 
Wellcome and Marketplace to enhance multi-channel 
experience and fulfillment options. DFI will also strengthen 
backend logistics to improve in-store availability of products 
through the setting up SAP merchandising system and 
establishment of new distribution centres in Malaysia and 
Philippines. Its new SAP merchandising system would also 
help in understanding its customers purchasing behavior and 
anticipating new trends.  
 
We see margins expanding going forward 
 
Distribution centres will increase the level of bulk handing 
and cost savings. There are improvements underway at DFI’s 
back end operations, which should help to establish a more 
efficient supply chain. Malaysia and Philippines will add two 
new distribution centres going forward following the opening 
of a new distribution centre in Singapore last year. We 
anticipate that these fresh food distribution centres if 
managed well, have the potential to drive down purchase 
cost through bulk handing and higher supplier rebates.  
 
Direct sourcing into its own distribution centres saves 
payment costs to middlemen. There are plans to move into 
direct sourcing as well. With the new distribution centres, it 
will be easier to source, warehouse and carry out direct 
sourcing activities. Direct sourcing cuts off the middlemen to  
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realise better margins. Cooperation on joint sourcing with 
Yonghui for fresh food should develop as well to enhance 
margins going forward. In addition, a new team has been put 
in place for procurement of products among the different 
business units. Higher economies of scale from these activities 
will help improve margins going forward.  
 
Valuations still compelling 
 
DFI’s core business currently valued below peers and average 
PE. Based on Yonghui’s current market valuation, DFI’s core 
business is valued at 21.4x forward PE. This is lower than its 
historical 9-year forward PE and peer average of 25x. Given 
that margins have the potential to increase in the longer term 
to drive earnings growth, we raise our valuation on DFI’s core 
business based on DCF to US$9.34, which implies 25x 
forward PE, in line with its historical valuation and peers. 
 
Maintain BUY with higher SOTP-based TP of S$9.96. DFI’s 
core business is worth US$9.34, which implies 25x FY17F PE. 
Net debt is US$0.47 per share based on end-FY16 figures, 
while Yonghui at current market price is worth US$1.09 per 
share. Maintain BUY for 17% upside. 
 

Core business valued at 21.4x forward PE 

Component US$ Note 
DFI's share price 8.51 1 
Yonghui's 20% stake per DFI share 1.09 2 
Core share price ex Yonghui 7.42 3=1-2 
   
Earnings FY17F 486 4 
Yonghui contribution to DFI P&L 38 5 
Interest expense on Yonghui loan 22 6 
Core earnings ex Yonghui 469 7=4-5+6 
   
EPS ex Yonghui 0.35 8=7/1,352 shares 
PE ex Yonghui 21.4 3/8 

Source: Company, DBS Bank 
 
SOTP valuation 

Component US$ Basis 
EV ex cash 9.34 DCF 
Net debt per share -0.47 FY16’s balance sheet 
Value of Yonghui 1.09 Market value 
TP 9.96  

Source: Company, DBS Bank 
 
 

 
Interim Income Statement (US$m) 

FY Dec  2H2015 1H2016 2H2016 % chg   yoy  % chg hoh 

      

Revenue 5,544 5,562 5,639 1.7 1.4 

Cost of Goods Sold (3,891) (3,914) (3,901) 0.3 (0.3) 

Gross Profit 1,653 1,648 1,737 5.1 5.4 

Other Oper. (Exp)/Inc (1,419) (1,451) (1,482) 4.4 2.1 

Operating Profit 235 197 256 8.9 29.9 

Other Non Opg (Exp)/Inc 0 0 0 nm nm 

Associates & JV Inc 53 47 72 34.5 54.2 

Net Interest (Exp)/Inc (8) (9) (13) (60.0) (42.2) 

Exceptional Gain/(Loss) (4) 0 6 nm nm 

Pre-tax Profit 276 234 321 16.3 36.9 

Tax (45) (37) (48) 6.0 27.5 

Minority Interest 2 2 (3) nm nm 

Net Profit 232 199 270 16.1 35.3 

Net profit bef Except. 237 199 264 11.4 32.2 

EBITDA  288 243 327 13.7 34.5 

Margins (%)      

Gross Margins  29.8 29.6 30.8   

Opg Profit Margins  4.2 3.5 4.5   

Net Profit Margins  4.2 3.6 4.8   

 
Source of all data: Company, DBS Bank 
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CRITICAL DATA POINTS TO WATCH 

 

Earnings Drivers:  

Building a more efficient business model to drive sales and 
improve margins. DFI’s management strategy is to build an 
eccentric business model, leverage on presence and scale, 
deliver greater convenience for customers, invest in modern, 
efficient supply chain and build people capability in Asia. These 
targets span across its merchandising, operations, supply chain, 
IT and quality assurance functions. Initiatives include 1) 
implementing IT systems that will enhance processes and 
business analytics; 2) product range innovation to enhance 
assortment and local relevance including ready to eat products 
and corporate brands; 3) establishing fresh distribution centres 
for more efficient backend logistics; 4) increase direct sourcing 
to simplify supply chain; 5) improving convenience through e-
commerce in food, health & beauty, IKEA and pickup points; 6) 
consolidation of sourcing to improve economies of scale. We 
see these initiatives driving revenue and margins going forward.  
   
Higher margins through fresh food and private labels. 
Concentration towards more fresh food has started, especially 
in Indonesia, in a bid to deliver higher margins. There will be 
more cooperation with Yonghui for more fresh food to be 
brought into Singapore, the Philippines and Malaysia. The 
private label programme will support higher margins in Health & 
Beauty and supermarket & hypermarket segments, and at the 
convenience stores, more ready-to-eat meals. In Singapore, DFI 
opened a 75,000 sqft fresh distribution centre in May 2016. 
This will enhance sales mix of its fresh products and help to 
bring in higher margins through more supplier rebates and 
higher bulk discounts. Fresh distribution centres have been 
planned for Malaysia and the Philippines in 2017. 
   
Strengthening operations. We see DFI strengthening its 
operations regionally for the long term, with much of the focus 
geared towards improving operating efficiencies. The areas 
include e-commerce, IT infrastructure, supply chain, and food 
and product safety. Growth will be supported by its private label 
programme, and more distribution centres across its markets.  It 
has already opened a fresh distribution centre in Singapore and 
plans to open new distribution centres in Malaysia and 
Philippines, slated for operations in 2017 These will help drive 
higher margins going forward.  
   
Synergies with Yonghui taking shape. We expect more 
synergies with increased collaboration in the sharing of food 
supplies. These include sharing suppliers and accessing 
Yonghui’s fresh food (e.g. fruits, etc.) supply chain for its stores 
in Singapore, Malaysia, Hong Kong and the Philippines. Sale of 
private label products within Yonghui stores (which do not have 
health and beauty offerings), and the opening of Mannings 
stores within Yonghui will be another area of cooperation. 
   

Number of outlets 

 

Sales per store blended 

 

Segment revenue 2016 

 

Segment revenue 2016 

 

EBIT margin (%) 

 
Source: Company, DBS Bank 
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Balance Sheet: 

Higher net debt. DFI’s net debt increased to US$641m as at end 
FY16. This is largely due to drawdown of US$500m bank loans 
to refinance the initial US$800m of loans used to purchase 
19.99% of Yonghui in 2015. DFI added another US$190m of 
debt on its balance sheet in 2H16 to finance an additional 
investment in Yonghui (announced in August 2015). DFI’s 
business generates strong operational cash flows of over 
US$500m a year. We believe that DFI will be more than capable 
of paring down debt in the next few years. 
 
Share Price Drivers: 

Earnings turnaround. We believe share price upside will be 
driven by earnings recovery. Our view on the stock is based on 
DFI’s ability turn in a more efficient operations going forward 
that will drive earnings growth. Key indicators are higher 
contribution by Yonghui and margin expansion of core business 
through better cost management and margin enhancement 
initiatives (ie distribution centres). IT and backend enhancement 
initiatives should also support a better cost structure in terms of 
centralised procurement, logistics and other operations etc.   
   
Cooperation with Yonghui may drive long-term share price. We 
are positive on DFI’s Yonghui investment because the 
partnership with Yonghui provides a good platform to scale up 
DFI’s business in China. Longer-term opportunities include 
exposure to China’s modern grocery retail consumption, more 
Mannings stores and better supply of products to each other. 
 
Key Risks: 

Profitability susceptible to rental and labour costs. As a retailer, 
labour and rental costs are key operating cost components. 
Significant changes in these components will affect earnings 
growth. Higher rental and labour costs were seen in Hong 
Kong, Singapore and Indonesia in FY15-16, which resulted in 
lower margins.     
   
Competitive pressure. Grocery retail customers can be price 
sensitive and may switch to retailers which offer more 
promotions. This can be a risk to market share, sales and 
earnings growth. In times of weaker consumer sentiment, 
customers may trade down from high-end supermarkets to the 
mass-market segment. DFI has plans to strengthen its 
marketing to the mass market segment and target specifically 
local consumers. 
 
COMPANY BACKGROUND 

Dairy Farm is a Pan Asian retailer, operating over 6,400 
supermarkets, hypermarkets, health and beauty stores, 
convenience stores, home furnishing stores and restaurants 
under well-known brand names in Hong Kong, Taiwan, China, 
Macau, Singapore, India, the Philippines, Cambodia, Brunei, 
Malaysia, Indonesia and Vietnam. 

Leverage & Asset Turnover (x) 
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Source: Company, DBS Bank 
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Key Assumptions 

FY Dec   2014A 2015A 2016A 2017F 2018F 
      
  Number of outlets 5,220 5,222 5,160 5,244 5,355 
  Sales per store blended 2.11 2.13 2.17 2.22 2.30 
      
      
      

 
Segmental Breakdown  

FY Dec   2014A 2015A 2016A 2017F 2018F 
      
Revenues (US$m)      
  Food 8,109 8,197 8,168 8,350 8,708 
  Health & beauty stores 2,402 2,373 2,436 2,622 2,835 
  Home furnishing stores 497 568 597 671 754 
  Support office/others N/A N/A N/A N/A N/A 
Total 11,008 11,137 11,201 11,642 12,297 
Operating profit (US$m)   

  Food 299 236 267 279 292 
  Health & beauty stores 219 186 176 184 198 
  Home furnishing stores 50.7 63.6 70.6 79.3 89.1 
  Support office/others (43.8) (49.6) (60.7) (63.1) (66.6) 
Total 524 435 453 479 512 
Operating profit Margins   

  Food 3.7 2.9 3.3 3.3 3.3 
  Health & beauty stores 9.1 7.8 7.2 7.0 7.0 
  Home furnishing stores 10.2 11.2 11.8 11.8 11.8 
  Support office/others N/A N/A N/A N/A N/A 
Total 4.8 3.9 4.0 4.1 4.2 

 
Income Statement (US$m) 

FY Dec  2014A 2015A 2016A 2017F 2018F 
      
Revenue 11,008 11,137 11,201 11,642 12,297 
Cost of Goods Sold (7,717) (7,852) (7,815) (8,173) (8,608) 
Gross Profit 3,291 3,285 3,386 3,469 3,689 
Other Opng (Exp)/Inc (2,767) (2,850) (2,933) (2,990) (3,176) 
Operating Profit 524 435 453 479 512 
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0 
Associates & JV Inc 68.9 85.0 118 125 144 
Net Interest  (Exp)/Inc (1.9) (13.6) (21.8) (24.7) (22.8) 
Exceptional Gain/(Loss) 9.70 (4.2) 6.20 0.0 0.0 
Pre-tax Profit 601 503 555 580 634 
Tax (93.3) (84.5) (85.1) (99.3) (109) 
Minority Interest 1.40 5.80 (1.1) 5.00 (1.3) 
Preference Dividend 0.0 0.0 0.0 0.0 0.0 
Net Profit 509 424 469 486 524 
Net Profit before Except. 499 428 463 486 524 
EBITDA  796 732 784 831 895 
Growth      
Revenue Gth (%) 6.3 1.2 0.6 3.9 5.6 
EBITDA Gth (%) 1.1 (8.0) 7.0 6.0 7.7 
Opg Profit Gth (%) 0.0 (17.0) 4.0 5.9 6.9 
Net Profit Gth (Pre-ex) (%) 5.3 (14.3) 8.1 4.9 7.9 
Margins & Ratio      
Gross Margins (%) 29.9 29.5 30.2 29.8 30.0 
Opg Profit Margin (%) 4.8 3.9 4.0 4.1 4.2 
Net Profit Margin (%) 4.6 3.8 4.2 4.2 4.3 
ROAE (%) 37.6 30.2 32.6 30.2 28.9 
ROA (%) 12.3 9.3 9.4 9.0 9.1 
ROCE (%) 25.8 17.1 14.9 14.1 14.0 
Div Payout Ratio (%) 61.1 63.8 60.5 64.1 59.3 
Net Interest Cover (x) 275.9 32.0 20.8 19.4 22.5 

Source: Company, DBS Bank 
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Quarterly / Interim Income Statement (US$m) 

FY Dec  2H2014 1H2015 2H2015 1H2016 2H2016 
      
Revenue 5,709 5,593 5,544 5,562 5,639 
Cost of Goods Sold (3,996) (3,962) (3,891) (3,914) (3,901) 
Gross Profit 1,714 1,632 1,653 1,648 1,737 
Other Oper. (Exp)/Inc (1,435) (1,431) (1,419) (1,451) (1,482) 
Operating Profit 279 201 235 197 256 
Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 0.0 
Associates & JV Inc 47.3 31.7 53.3 46.5 71.7 
Net Interest (Exp)/Inc (3.4) (5.6) (8.0) (9.0) (12.8) 
Exceptional Gain/(Loss) (0.7) 0.0 (4.2) 0.0 6.20 
Pre-tax Profit 322 227 276 234 321 
Tax (49.4) (39.5) (45.0) (37.4) (47.7) 
Minority Interest 2.60 4.30 1.50 2.30 (3.4) 
Net Profit 275 192 232 199 270 
Net profit bef Except. 276 192 237 199 264 
EBITDA  326 232 288 243 327 
      
Growth      
Revenue Gth (%) 7.7 (2.0) (0.9) 0.3 1.4
EBITDA Gth (%) 22.3 (28.8) 24.0 (15.5) 34.5
Opg Profit Gth (%) 13.7 (28.1) 17.0 (16.1) 29.9
Net Profit Gth (%) 17.8 (30.5) 21.3 (14.2) 35.3 
Margins     
Gross Margins (%) 30.0 29.2 29.8 29.6 30.8
Opg Profit Margins (%) 4.9 3.6 4.2 3.5 4.5
Net Profit Margins (%) 4.8 3.4 4.2 3.6 4.8 

 

Balance Sheet (US$m) 

FY Dec  2014A 2015A 2016A 2017F 2018F 
      
Net Fixed Assets 1,291 1,141 1,100 1,089 1,074 
Invts in Associates & JVs 388 1,292 1,462 1,587 1,731 
Other  LT  Assets 707 948 951 934 917 
Cash & ST Invts 662 259 324 699 709 
Inventory 1,011 937 983 1,030 1,085 
Debtors 252 234 291 255 320 
Other Current Assets 5.30 11.2 19.4 19.4 19.4 
Total Assets 4,316 4,821 5,129 5,613 5,856 
      
ST Debt 93.4 730 370 370 370 
Creditor 2,413 2,355 2,328 2,575 2,594 
Other  Current Liab 59.2 66.6 73.4 114 123 
LT Debt 93.8 10.6 595 595 595 
Other  LT  Liabilities 135 204 184 184 184 
Shareholder’s Equity 1,429 1,376 1,505 1,707 1,920 
Minority Interests 93.8 79.4 74.1 69.1 70.4 
Total Cap. & Liab. 4,316 4,821 5,129 5,613 5,856 
      
Non-Cash Wkg. Capital (1,204) (1,239) (1,108) (1,385) (1,293) 
Net Cash/(Debt) 475 (482) (641) (266) (256) 
Debtors Turn (avg days) 7.7 8.0 8.5 8.6 8.5 
Creditors Turn (avg days) 114.7 113.9 112.4 112.6 112.7 
Inventory Turn (avg days) 48.3 46.5 46.1 46.2 46.1 
Asset Turnover (x) 2.7 2.4 2.3 2.2 2.1 
Current Ratio (x) 0.8 0.5 0.6 0.7 0.7 
Quick Ratio (x) 0.4 0.2 0.2 0.3 0.3 
Net Debt/Equity (X) CASH 0.3 0.4 0.1 0.1 
Net Debt/Equity ex MI (X) CASH 0.4 0.4 0.2 0.1 
Capex to Debt (%) 144.1 34.9 20.6 20.6 21.4 
Z-Score (X) 5.7 4.7 4.5 4.4 4.4 

Source: Company, DBS Bank 
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Cash Flow Statement (US$m) 

FY Dec  2014A 2015A 2016A 2017F 2018F 
      
Pre-Tax Profit 601 503 555 580 634 
Dep. & Amort. 203 212 213 226 238 
Tax Paid (93.8) (90.2) (95.3) (58.6) (99.3) 
Assoc. & JV Inc/(loss) (68.9) (85.0) (118) (125) (144) 
Chg in Wkg.Cap. (17.4) 73.0 (134) 236 (101) 
Other Operating CF 52.2 87.5 122 0.0 0.0 
Net Operating CF 676 700 543 858 528 
Capital Exp.(net) (270) (259) (199) (199) (207) 
Other Invts.(net) 0.0 0.0 0.0 0.0 0.0 
Invts in Assoc. & JV (91.4) (918) (197) 0.0 0.0 
Div from Assoc & JV 0.0 0.0 0.0 0.0 0.0 
Other Investing CF (71.3) (189) (32.1) 0.0 0.0 
Net Investing CF (433) (1,365) (428) (199) (207) 
Div Paid (311) (311) (270) (284) (311) 
Chg in Gross Debt  20.5 573 238 0.0 0.0 
Capital  Issues 0.0 0.0 0.0 0.0 0.0 
Other Financing CF (2.5) 15.7 (9.7) 0.0 0.0 
Net Financing CF (293) 278 (42.5) (284) (311) 
Currency Adjustments (5.0) (12.1) (6.5) 0.0 0.0 
Chg in Cash (54.6) (400) 65.9 375 10.1 
Opg CFPS (US cts.) 51.3 46.4 50.0 46.0 46.5 
Free CFPS (US cts.) 30.0 32.6 25.4 48.7 23.7 

Source: Company, DBS Bank
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Source: DBS Bank 

Analyst: Alfie YEO 
 Andy SIM  CFA  

      
  

S.No.
Date of  
Report

Closing 
Price

12-mth 
Target  
Price

Rat ing 

1: 04 Mar 16 6.09 7.03 BUY

2: 10 Mar 16 5.90 7.03 BUY

3: 01 Aug 16 6.60 7.18 BUY

                       Note : Share price and Target price are adjusted for corporate actions.
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DBS Bank recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends 
 
Completed Date:  6 Mar 2017 08:48:44  (SGT) 
Dissemination Date: 6 Mar 2017 08:57:40  (SGT) 

 

GENERAL DISCLOSURE/DISCLAIMER  

This report is prepared by DBS Bank Ltd.  This report is solely intended for the clients of DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd, 

its respective connected and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated 

in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd.  

 

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS 

Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, 

the “DBS Group”)) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are subject to 

change without notice. This document is prepared for general circulation. Any recommendation contained in this document does not have regard 

to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of 

addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal 

or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of 

profit) arising from any use of and/or reliance upon this document and/or further communication given in relation to this document.  This 

document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or 

persons associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group may have 

positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and 

other banking services for these companies.   

 
Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can 
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. 
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it 
may not contain all material information concerning the company (or companies) referred to in this report and the DBS Group is under no 
obligation to update the information in this report. 

 
This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere.  There is no planned 
schedule or frequency for updating research publication relating to any issuer. 

 

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and 

assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on 

which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual 

results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED 

UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:  

 

(a) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and  

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk 

assessments stated therein. 

 
Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 
 
Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein.  They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the 

commodity referred to in this report.  

 

DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research 

department, has not participated in any public offering of securities as a manager or co-manager or in any other investment banking transaction in 

the past twelve months and does not engage in market-making.  
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ANALYST CERTIFICATION 
The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 
companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her 
compensation was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in the report. The DBS Group has 
procedures in place to eliminate, avoid and manage any potential conflicts of interests that may arise in connection with the production of 
research reports. As of 6 Mar 2017, the analyst(s) and his/her spouse and/or relatives who are financially dependent on the analyst(s), do not hold 
interests in the securities recommended in this report (“interest” includes direct or indirect ownership of securities).  The research analyst(s) 
responsible for this report operates as part of a separate and independent team to the investment banking function of the DBS Group and 
procedures are in place to ensure that confidential information held by either the research or investment banking function is handled 
appropriately. 
 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates do not have a proprietary 

position in the securities recommended in this report  as of 31 Jan 2017. 

 

2. DBS Bank Ltd does not market make in equity securities of the issuer(s) or company(ies) mentioned in this Research Report. 

Compensation for investment banking services:  

3. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities as a 

manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to obtain further 

information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document 

should contact DBSVUSA exclusively.  

 

Disclosure of previous investment recommendation produced: 

4. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates may have published other 

investment recommendations in respect of the same securities / instruments recommended in this research report during the preceding 12 

months. Please contact the primary analyst listed in the first page of this report to view previous investment recommendations published by 

DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates in the preceding 12 months. 

 

 

RESTRICTIONS ON DISTRIBUTION  

General 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. 
 

Australia This report is being distributed in Australia by DBS Bank Ltd. (“DBS”) or DBS Vickers Securities (Singapore) Pte Ltd 
(“DBSVS”), both of which are exempted from the requirement to hold an Australian Financial Services Licence under the 
Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS and DBSVS are 
regulated by the Monetary Authority of Singapore under the laws of Singapore, which differ from Australian laws. 
Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 
 

Hong Kong This report is being distributed in Hong Kong by or on behalf of, and is attributable to DBS Vickers (Hong Kong) Limited 
which is licensed and regulated by the Hong Kong Securities and Futures Commission and/or by DBS Bank (Hong Kong) 
Limited which is regulated by the Hong Kong Monetary Authority and the Securities and Futures Commission. Where 
this publication relates to a research report, unless otherwise stated in the research report(s), DBS Bank (Hong Kong) 
Limited is not the issuer of the research report(s). This publication including any research report(s) is/are distributed on 
the express understanding that, whilst the information contained within is believed to be reliable, the information has 
not been independently verified by DBS Bank (Hong Kong) Limited. This report is intended for distribution in Hong Kong 
only to professional investors (as defined in the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong 
Kong) and any rules promulgated thereunder.)  
 
For any query regarding the materials herein, please contact Paul Yong (CE. No. ASE988) at equityresearch@dbs.com. 
 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  
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Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received 
from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection 
with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report 
are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their 
respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties 
related or associated with any of them may have positions in, and may effect transactions in the securities mentioned 
herein and may also perform or seek to perform broking, investment  banking/corporate advisory and other services for 
the subject companies. They may also have received compensation and/or seek to obtain compensation for broking, 
investment banking/corporate advisory and other services from the subject companies. 
 

 
Wong Ming Tek, Executive Director, ADBSR 

 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn 
No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated 
by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective 
foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the 
Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited 
Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the 
report to such persons only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 
2288 for matters arising from, or in connection with the report. 
 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are 
only intended for institutional clients only and no other person may act upon it. 
 

United Kingdom This report is produced by DBS Bank Ltd which is regulated by the Monetary Authority of Singapore.  
 
This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is 
authorised and regulated by the Financial Conduct Authority in the United Kingdom.  
 
In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected and 
associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or duplicated in 
any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This communication is 
directed at persons having professional experience in matters relating to investments. Any investment activity following 
from this communication will only be engaged in with such persons. Persons who do not have professional experience 
in matters relating to investments should not rely on this communication. 
 

Dubai 
 

This research report is being distributed in The Dubai International Financial Centre (“DIFC”) by DBS Bank Ltd., (DIFC 
Branch) having its office at PO Box 506538, 3rd Floor, Building 3, East Wing, Gate Precinct, Dubai International Financial 
Centre (DIFC), Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial Services 
Authority. This research report is intended only for professional clients (as defined in the DFSA rulebook) and no other 
person may act upon it. 
 

United States This report was prepared by DBS Bank Ltd.  DBSVUSA did not participate in its preparation.  The research analyst(s) 
named on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. 
The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a 
subject company, public appearances and trading securities held by a research analyst. This report is being distributed in 
the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to 
Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified 
persons as DBSVUSA may authorize.  Any U.S. person receiving this report who wishes to effect transactions in any 
securities referred to herein should contact DBSVUSA directly and not its affiliate.  
 

Other jurisdictions In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified, 
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions. 
 

 
DBS Bank Ltd  

12 Marina Boulevard, Marina Bay Financial Centre Tower 3 
Singapore 018982 
Tel. 65-6878 8888  

e-mail: equityresearch@dbs.com 
Company Regn. No. 196800306E 


