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MALAYSIA EQUITY
COCOALAND HOLDINGS BHD

RESULTS REPORT

YTD 1Q FY17 total revenue increased 1.9% vs YTD 1Q FY16; local
sales are still growing slowly, but overall export sales were flat YTD 1Q
FY17 vs YTD 1Q FY16. YTD 1Q FY17 operating margins came in at
18.8% vs 16.5% in YTD 1Q 2016. We expect operating margins to re-
main above 14% over the next few quarters. Cocoaland has been
taking steps to raise margins and is making good progress under very
challenging trading conditions. Export sales, accounting for about 50%
of total sales, have lost momentum. However over the past few quar-
ters, local sales have been growing enough to keep total sales rising.
See page five.

INVESTMENT RISKS

Risks to our recommendation and target price include: i) rising trends in
material costs, ii) an increase in the general level of interest rates, and iii)
a sharp slowdown in the general level of economic activity in Malaysia or
in the economies of the company’s major ‘own brand’ export markets -
China/HK and the Middle East. See page five.

RECOMMENDATION

After a lovely run, we place a HOLD recommendation on Cocoaland
Holdings Bhd, and maintain our fair value at MYR 2.88. It is possible that
the share price will surprise on the upside; sales growth and capacity
utilisation may accelerate more quickly than we expect. Cocoaland has
very little debt on the balance sheet as well as plenty of cash. In fact,
cash equivalents amount to 6.7% of the current share price.

Cocoaland has a clean balance sheet and a proven record of growing
sales (see page 5). The Middle East, Hong Kong, China, and Singapore
remain in the top spot as the company’s largest export markets, with
good progress developing in Taiwan, Vietnam and South Korea. See
page five for 2012-2018 export and local results and forecast.

COMPANY PROFILE

Cocoaland Holdings Bhd is ranked approximately in the middle of the
thirty listed companies in the Malaysian snack food industry. The com-
pany is one of the few home grown Malaysian consumer firms that have
successfully penetrated regional markets. Cocoaland Holding’s pred-
ecessor company, MFESB, was formed in 1980. This company and
others were consolidated and converted to a public limited company in
2000 under the name Cocoaland Holdings Bhd, prior to listing in 2005.

ANNUAL RESULTS AND METRICS (MYR mn)

FY Dec 2015 2016 2017F 2018F
Revenue 261.6 272.6 280.9 289.0
Revenue g (%) 0.3 4.2 3.0 29
Net Profit 32.7 43.8 36.6 37.6
Net Profit g (%) 49.3 33.9 -16.5 2.7
Dividends 48.6 6.9 12.0 12.0
Ow ners' Equity 202.7 239.5 241.2 266.8
Total Liabilities 48.4 49.7 61.9 65.7
Debt/Equity (%) 23.9 20.7 25.7 24.6
EPS (sen) 14.3 19.1 16.0 16.4
P-S (x) 1.8 23 23 22
P-E (x) 14.1 14.6 17.5 17.1
P-BV (x) 23 27 2.7 24
ROE % 16.1 18.3 15.2 14.1
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MALAYSIA EQUITY
COCOALAND HOLDINGS BHD

QUARTERLY RESULTS TABLE (All figures in MYR mn unless otherwise indicated)

FY Dec 1Q-17 1Q-16 Q-0-Q YTD YTD Y-0-Y

%chg FY17 FY16 %chg Comments
Revenue 63.7/ 625 19 637 625 1.9 Revenue increased 1.9% YTD 1Q FY17 vs.
Operating Profit 12.0 10.3 16.3 12.0 10.3 16.3 YTD 1Q FY16. Sales momentumis tapering
Other Income 23 2.0 15.6 23 2.0 15.6 off in many export markets and the local
Share of Associates 0.0 0.0 na 0.0 0.0 na demand is starting to soften.
Depreciation/Amort'n 2.7 -2.6 3.9 -2.7 -2.6 3.9
Finance Costs 0.0 0.0 na 0.0 0.0 na
Pre Tax Profit 12.0 10.3 16.3 12.0 10.3 16.3
Tax -3.0 -25 na -3.0 -25 na
Minority Interest 0.0 0.0 na 0.0 0.0 na
Net Profit to S'holders 9.0 7.9 14.2 9.0 7.9 14.2 Net Profit increased 14.2% YTD
Dividends 0.0 0.0 na 0.0 0.0 na 1QFY17 vs. YTD 1Q FY16. The company

is maintaining margins through very good

EPS (sen) 3.9 3.4 14.2 3.9 3.4 14.2 cost control and via the shift aw ay from OEM
DPS (sen) 0.0 0.0 na 0.0 0.0 na business to ow n brand business.
Operating Margin (%) 18.8 16.5 141 18.8 16.5 14.1 Operating margins remain healthy and
Net Margin (%) 14.1 12.6 121 14.1 12.6 121 are likely to stay above 15% over the next tw ¢
Tax Rates (%) 25.2 23.8 5.6 25.2 23.8 5.6 quarters.
NTA/share (RM) 0.99 0.92 7.2

COMPETITOR’S METRICS (All figures in MYR mn unless otherwise indicated)

Cocoaland Apollo Food London

Holdings Holdings Bis cuits

Current Year Bhd Bhd Bhd
Ending* Dec-17 Apr-18 Jun-18
Revenue 280.9 209.0 460.0
Net Profit 36.6 21.0 19.7
Ow ners' Equity 241.2 254.7 417.3
Dividends 12.0 20.0 0.0
Market Cap 640.6 399.2 146.3
P-S (x) 2.3 1.9 0.3
P-E (x) 17.5 19.0 7.4
P-BV (x) 2.7 1.6 0.4
Div Yield (%) 1.9 5.0 0.0
Net Margins (%) 13.0 10.0 4.3
ROE (%) 15.2 8.2 4.7
Payout Ratio (%) 32.8 95.3 0.0
Sales Grow th (%) 3.0 5.0 5.4
Total Debt/Equity (%) 25.7 9.6 68.1

*Consensus data used for peers where available
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COCOALAND HOLDINGS BHD

PROFIT & LOSS (All figures in MYR mn unless otherwise indicated)

FY Dec 2015 2016 2017F 2018F
Revenue 261.6 272.6 280.9 289.0
Operating Profit 44.8 55.3 47.8 48.8
Other Income 45 111 8.8 8.7
Share of Associates 0.0 0.0 0.0 0.0
Depreciation/Amortization -12.1 -14.1 -13.6 -15.5
Finance Costs 0.0 0.0 0.0 0.0
Pre Tax Profit 44.8 55.3 47.8 48.8
Tax -12.0 -11.5 -11.3 -11.2
Minority Interest 0.0 0.0 0.0 0.0
Net Profit to Shareholders 32.7 43.8 36.6 37.6
Operating Margin (%) 171 20.3 17.0 16.9
PBT Margin (%) 17.1 20.3 17.0 16.9
Net Margin (%) 12.5 16.1 13.0 13.0
Effective Tax Rate (%) 26.9 20.8 235 23.0

BALANCE SHEET (All figures in MYR mn unless otherwise indicated)

FY Dec 2015 2016 2017F 2018F
Total Assets 251.1 289.2 303.1 3324
Fixed Assets 129.6 119.6 123.8 131.8
Current Assets 1215 169.6 179.3 200.7
Other LT Assets 0.0 0.0 0.0 0.0
Current Liabilities 38.5 41.1 53.0 56.3
LT Liabilities 9.9 8.5 8.9 94
Total Liabilities 48.4 497 61.9 65.7
Share Capital 114.4 114.4 114.4 1144
Minority Interest 0.0 0.0 0.0 0.0
Ow ners' Equity 202.7 239.5 241.2 266.8
Total Equity 202.7 239.5 241.2 266.8
Total Liabilities & Equity 251.1 289.2 303.1 3324

PER SHARE DATA (All figures in sen unless otherwise indicated)

FY Dec 2015 2016 2017F 2018F
Revenue 114.4 119.2 122.8 126.3
Cash Flow 19.6 253 21.9 232
Earnings 14.3 19.1 16.0 16.4
Dividends 213 30 52 52
Book Value 88.6 104.7 105.4 116.6
Payout (%) 1486 15.7 328 31.9
P-S (x) 1.8 23 23 2.2
P-CF (x) 10.3 11.1 12.8 12.1
P-E (x) 14.1 14.6 175 17.1
P-BV (x) 23 27 27 24
Dividend Yield (%) 10.6 1.1 1.9 1.9
ROE (%) 16.1 18.3 15.2 14.1
Total Debt/Equity (%) 23.9 20.7 257 246
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REVENUE - QUARTERLY LAST 12 YEARS (MYR mn)

MALAYSIA EQUITY
COCOALAND HOLDINGS BHD

NET PROFIT - QTERLY LAST 12 YRS (MYR mn)
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MALAYSIA EQUITY
COCOALAND HOLDINGS BHD

RECENT COMPANY NEWS

Sales growth in slowing down both at home and abroad. Business activity in China, Hong Kong and the Middle East is noticeably softer.
In addition, weaker currencies are crimping shopper’s wallets. Consequently, export sales at Cocoaland are likely to show muted
upside. There are still a few pockets of export growth, but odds are that total export growth will be subdued. On a more positive note,
Cocoaland’s products are a low cost treat, and thus even local shoppers seem to be buying more heavily than in previous years.
Cocoaland continues to make steady progress in Singapore, which is now a ‘top five’ export market. South Korea is also developing as
an important new market.

Cocoaland’s management has made commendable progress in growing new markets under very challenging conditions whilst maintain-
ing very respectable margins. The company operates large and modern beverage and candy production lines, with up-to-date packaging
facilities. It is among one of the largest OEM hot fill bottlers in the country. Should Cocoaland succeed in developing its local and export
markets more intensively, sales and profits could rise sharply. On a more cautious note, sugar prices are on the rise in Malaysia, whilst
container shipping costs may be higher in 2017.

For the next few quarters, we expect sales growth rates to range between 2-6% pa. Investors should expect more bumps ahead, but
any short term weakness in the share price may prove to be a useful buying opportunity. Cocoaland has been fairly successful in
growing its overseas sales as shown by the table below. This is quite encouraging for the medium and long term as the company’s
export market is potentially many times the size of its domestic market. There are very few ‘home grown’ companies in Malaysia that
have achieved the record of consistent export success shown below.

MYR (mn) 2012 2013 2014 2015 2016 2017F 2018F FY18/FY16
Export Sales 125.1 155.2 160.9 152.2 150.2 152.0 158.0 2.6%
Local Sales 98.1 99.3 99.9 109.4 121.8 128.0 132.0 4.1%
Total Sales 223.2 254.4 260.8 261.6 272.0 280.0 290.0 3.3%

% Exports 56.0% 61.0% 61.7% 58.2% 55.2% 54.3% 54.5%

Export Growth % 44.8% 24.0% 3.7% -5.4% -1.3% 1.2% 3.9%

Local Sales Growth% 12.0% 1.2% 0.6% 9.5% 11.3% 5.1% 3.1%

Total Sales Growth % 28.3% 14.0% 2.5% 0.3% 4.0% 2.9% 3.6%

ANALYST’S RECOMMENDATION RECORD

Price At Date of % Price Change Since
Ticker Date Recommendation FairValue Recommendation Prior Recommendation

COLA MK Equity 27-Feb-14 BUY 1.86 1.57 -3.2%

COLA MK Equity 26-May-14 HOLD 1.64 1.65 5.3%

COLA MK Equity 25-Aug-14 BUY 1.64 1.37 -16.8%

COLA MK Equity 24-Nov-14 BUY 1.49 1.28 -6.6%

COLA MK Equity 26-Feb-15 BUY 1.71 1.35 5.3%

COLA MK Equity 25-May-15 BUY 2.01 1.53 14.4%

COLA MK Equity 24-Aug-15 BUY 2.01 2.03 32.7%

COLA MK Equity 25-Nov-15 BUY 2.40 2.04 0.5%

COLA MK Equity 25-Feb-16 BUY 2.80 2.34 14.7%

COLA MK Equity 30-May-16 BUY 2.60 1.96 -16.2%

COLA MK Equity 29-Aug-16 BUY 2.78 1.88 -4.1%

COLA MK Equity 28-Nov-16 BUY 2.78 1.97 4.8%

COLA MK Equity 27-Feb-17 BUY 2.88 2.15 9.1%

COLA MK Equity 29-May-17 HOLD 2.88 2.80 30.2%
Results - Last Three Years (Price and FV adjusted for bonuses, etc) 70.1%
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At CBRS COCOALAND HOLDINGS BHD
decisions At

ANALYST’S DISCLOSURE

BUY: Share price may exceed 10% over the next 12 months

TRADING BUY: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain

HOLD: Share price may fall within the range of +/- 10% over the next 12 months

TAKE PROFIT: Target price has been attained. Look to accumulate at lower levels

SELL: Share price may fall by more than 10% over the next 12 months

NOT RATED (NR): Stock is not within regular research coverage

All research is based on materials compiled from data considered to be reliable at the time of writing. However, information and opinions
expressed are subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact
any securities or financial instruments whether referred to herein or otherwise.

We do not accept any liability directly or indirectly that may arise from investment decision-making based on this report. The company, its
directors, officers, employees and/or connected persons may periodically hold an interest and/or underwriting commitments in the secu-
rities mentioned.

This report has been prepared Wilson & York Global Advisers Sdn Bhd for purposes of CMDF-Bursa Research Scheme ("CBRS")
administered by Bursa Malaysia Berhad and has been compensated to undertake the scheme. Wilson & York Global Advisers Sdn Bhd
has produced this report independent of any influence from CBRS or the subject company. For more information about CBRS and other
research reports, please visit Bursa Malaysia's website at: http://www.bursamalaysia.com/website/bm/listed_companies/

cmdf_bursa_research_scheme/

All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from Wilson & York Global
Advisers Sdn Bhd.

J Charles Wilson
Head of Research

QUESTIONS?

CONTACT THE INVESTMENT ADVISER: CONTACT THE COMPANY:

Wilson & York Global Advisers Sdn Bhd Cocoaland Holdings Berhad

Suite B-11-3A, Level 11, Block B, Plaza Mont’ Kiara Lot 100, Rawang Integrated Industrial Park
2, Jalan Kiara, Mont’ Kiara 48000 Rawang

50480 Kuala Lumpur Selangor Darul Ehsan

Malaysia Malaysia

Tel: +603 6203 2280 Tel: +603 6091 3131

Fax: +603 6203 2281 Fax: +603 6091 5131

E-mail info@wygainvesments.com

. X Website: www.cocoaland.com
Website: www.wygainvestments.com
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