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Leong Hup International Berhad
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Sustained momentum in livestock’s segment (603) 2201 2100

Summary BUY
e Leong Hup International Bhd’s (LHI) 2Q21 net profit grew 30.1% YoY and 10.6% QoQ Share price RMO.68
to RM30.5m, bringing a significant jump of 164.9% in TH21 net profit as compared Target price RM1.06
to TH20. However, the results came in slightly below our expectations, amounting to Previous TP RM0.99
44.7% our forecast of RM225.7m. Key drivers include better margins arising from (i) Capital upside 55.9%
. . . - . Dividend return 1.8%
higher ASP and sales volume of day-old-chicks (DOC) in Indonesia and Malaysia, (ii) Total return 7%

favourable ASP and sales volume of broiler chickens in Philippines and Malaysia

and (iii) the expansion of its business-to-consumer (B2C) channel in Malaysia. Company profile

Distribution of animal feed raw
materials, food related products
and livestock farming

e YoY, LHI's net profit rose 87.5% due to higher revenue from Indonesia, Malaysia and
Philippines, primarily contributed by the higher ASP and sales volume of DOC in

Indonesia, as well as broiler chickens in Philippines. The growth was partially offset Stock information
by lower ASP of eggs in Malaysia. QoQ, however, LHI's net profit dipped 56.6% Bursa Code 6633
despite a higher revenue, mainly due to an increase in raw material costs. Bloomberg ticker LHIB MK
Listing market Main
) ) ) o ) Share issued (m) 3,650.0
e Soybean price remained elevated in 2Q21, rising 7.6% QoQ owing to prospects of Market Cap (m) 2482.0
tighter market conditions amid higher foreign demand. Likewise, the maize price 52W High/Low 0-85/0-6305
increased 10.3% QoQ due to supply concerns over unfavourable weather as well as Eitté':&*;’ float 14'8;;
heightened export d.emand. T?mg lags in the pasg—through of cost inflation to ASP 3-mth avg vol (000) 12443
have caused a transient negative impact on feedmill segment EBITDA (-23.8% QoQ). Shariah compliant No
. . . . . . Major shareholders %
e Moving forward, we expect the raw material cost inflation will be gradually priced Emerging Glory SB Y
into ASP, thereby contributing to a relatively stable margin, considering LHI's Clarinden Investments 90
stockpiling practice on raw material. Meanwhile, while ASP may fluctuate between Amanah Saham Nasional 5.7

phases of lockdowns, sales volume should remain stable should the reopening of

economic activities go on. Share price vs. KLCI (%)

Hist. return ™ 3M  12M
Absolute 29 -6.8 -18.1
LHI remained committed to its downstream expansion plan (The Bakers Cottage) Relative -47 -54 -18.0
despite the disruptions caused by the implementation of movement restriction
measures due to Covid-19 outbreak in Malaysia. To date, LHI is running 139 active

Earnings summary
FYE (Dec)  FY20 FY21f FY22f

outlets in Malaysia, targeting 160 outlets by end of FY21. Regionally, LHI's continued PATMI(m) 1131 2067 2409
its efforts in (i) enhancing capacity in production of aquatic feed in Vietnam (ii) EPS (sen) 31 57 66
ramping up upstream capacities in Philippines and (iii) developing downstream P/E (x) 231 126 10.8

segment in Indonesia.
Relative performance chart

Quarterly performance 10 ——LHl ——FBMKLCI
FYE Dec (RMm) 2QFY20 1QFY21 2QFY21 QoQ (%) YoY (%) 6MFY20 6MFY21 YoY (%) 100

Revenue 1,4254 1,676.5 1,853.8 10.6 30.1 2,859.6 3,530.3 23.5 90

EBITDA 116.3 196.4 131.2 (33.2) 12.8 2394 327.5 36.8 80

PBT 229 105.1 3738 (64.1) 64.8 58.0 1429 146.4 Zg

PAT 14.3 82.0 279 (65.9) 95.5 39.6 109.9 177.4 50

Core PATMI 16.3 703 30.5 (56.6) 87.5 38.1 100.8 164.9 40

Reported PATMI 16.3 703 30.5 (56.6) 87.5 38.1 100.8 164.9 30

Core EPS (sen) 04 19 08 (56.6) 87.5 1.0 28 164.9 AUG20 Now20 Jan-21 Mar21 Jun2l Aug21
EBITDA margin (%) 82 11.7 7.1 84 93

PBT margin (%) 1.6 6.3 20 2.0 40

Core PATMI margin (%) 1.1 42 1.6 1.3 2.9

Disclaimer: This report is prepared exclusively for Malacca Securities Sdn Bhd's (MSSB) clients and is not intended to be distributed to any other party in any form
or manner. All information, assumptions, estimates and opinions contained in this report is based on available data and the information is believed to be reliable
at the time of writing. MSSEB and/or its associated persons does not warrant, represent and/or guarantee the accuracy of any opinions and information herein in
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instruments mentioned in this report. MSSB and/or its associated persons may from time to time have an interest in the securities mentioned herein.
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Valuation & Recommendation

o With the reported earnings coming slightly below our expectations, we trimmed our
earnings forecast by 9.2% and 16.6% to RM206.7m and RM240.9m respectively for
FY21f and FY22f to account for the elevated raw material costs. Nevertheless, we
maintained our BUY recommendation on LHI with a revised target price of RM1.06
as we are rolling forward to the FY22f earnings. The target price is arrived by
ascribing a target PER of 16.0x to its FY22f EPS of 6.6 sen.

e We like LHI for its “Farm-to-Plate” business model to enhance vertical integration
along the poultry chain, backed by the ongoing expansion plans on both local and
regional front. Notwithstanding some short-term headwinds amid movement
restrictions order, we believe the company is staging a recovery towards the end of
FY21f following a gradual reopening of economic activities in the countries the
Group operates in.

e However, risks to our recommendation and forecast include fluctuations in raw
material prices, as time lags in pass-through of cost inflation could narrow LHI's
margins. Besides, demand could be impacted with any implementation of further
lockdown measures.

Key Financial Data
All items in (RM m) unless otherwise stated

Income Statement Balance Sheet
FYE Dec(RMm) FYi8 FY19 FY20 FY21f FY22f FYE Dec(RMm) FY18 FY19 FY20 FY21f FY22f
Revenue 57324 6,054.8 6,040.7 71254 7,725.0 Cash 4589 7648 7578 6757 5156
EBITDA 6476 6377 5258 7267 7859 Receivables 6492 4993 489.6 546.6 6349
EBIT 4504 4121 266.5 4224 4735 Inventories 5756 679.6 7219 7055 7123
Net finance income/ (cost) (102.5) (1238) (109.7) (1248) (1267)  PPE 23968 24185 26565 29332 31616
Associates & JV 06 04 04 05 05 Others 7535 1,0469 695.2 8445 9038
Profit before tax 348.6 288.7 1571 298.1 347.3 Assets 4834.0 5409.1 5,694.8 6,101.8 6,342.9
Tax (101.8) (758) (39.6) (80.5) (938)
Net profit 246.8 213.0 117.5 217.6 253.6 Debts 23709 2,500.3 2,795.5 24208 24413
Minority interest 60.6 62.4 44 109 127 Payables 2489 2731 2294 2822 2846
Core eamings 186.2 150.6 1131 206.7 240.9 Others 4487 4552 4188 9319 8972
Exceptional items - - - - - Liabilities 3,068.6 32286 3,446.2 3,634.9 3,625.7
Reported earnings 186.2 150.6 113.1 206.7 2409
Shareholder’s equity 13018 1,641.2 17134 18782 2,069.8
Cash Flow Statement Minority interest 463.6 5393 535.1 588.6 647.5
FYE Dec(RMm) FY18 FY19 FY20 FY21f FY22f Equity 1,765.4 2,180.5 2,248.6 2,466.8 2,717.3
Profit before taxation 3486 2887 1571 2981 3473
Depreciation & amortisation 1971 2255 2594 3043 3123 Valuation & Ratios
Changes in working capital 2205 (779) (63.9) 88.1 1158 FYE Dec(RMm) FY18 FY19 FY20 FY21f FY22f
Share of JV profits - - - - - Core EPS (sen) 51 41 31 57 6.6
Taxation (757) (57.0) (55.3) (39.6) (80.5) P/E (x) 140 173 231 126 108
Others - - - - - DPS (sen) 1.0 16 0.6 13 13
Operating cash flow 349.2 670.6 415.8 537.7 581.9 Dividend yield 14% 22% 08% 17% 17%
BVPS (RM) 048 0.60 0.62 068 074
Net capex (4189) (400.8) (524.4) (449.9) (570.4) P/B () 15 12 12 11 10
Others E - - s =
Investing cash flow (378.6) (403.9) (502.1) (491.2) (613.0) EBITDA margin 11.3% 10.5% 8.7% 102% 10.2%
EBIT margin 79% 6.8% 44% 59% 6.1%
Changes in borrowings 1774 109 (2,38138) 180 180 PBT margin 6.1% 48% 26% 42% 45%
Issuance of shares - - - - - PAT margin 43% 3.5% 19% 31% 33%
Dividends paid (66.3) (845) (238) (456) (456) Core PAT margin 32% 25% 19% 29% 31%
Others 3 - - s =
Financing cash flow (6.9) @1) 76 (104.9)  (105.5) ROE 105% 6.9% 50% 8.4% 89%
ROA 39% 28% 20% 34% 38%
Net cash flow (36.2) 264.6 (14.7) (58.4)  (136.6) Net gearing 108.3% 79.6% 90.6% 70.7% 709%
Forex (08) (08) (7.3) 05 05
Others s R - % -
Beginning cash 4274 3904 6542 632.2 5744
Ending cash 3904 654.2 6322 574.4 4383

Disclaimer: This report is prepared exclusively for Malacca Securities Sdn Bhd's (MS5B) clients and is not intended to be distributed to any other party in any form
or manner. All information, assumptions, estimates and opinions contained in this report is based on available data and the information is believed to be reliable
at the time of writing. MSSB andyor its associated persons does not warrant, represent and/or guarantee the accuracy of any opinions and information herein in
any manner whatsoever and no reliance upon the report and/or any parts thereof by anyone shall give rise to any claim whatsoever against MSSB. This report is
for information purposes only and shall not be construed as an offer, invitation or solicitation to buy or sell the securities or any related investment or financial
instruments mentioned in this report. MSSB and/or its associated persons may from time to time have an interest in the securities mentioned herein.



