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Fima Corporation Berhad
Weaker than expected earnings in FY18

INVESTMENT HIGHLIGHTS

e FY18 Core Net Income is below expectation

e Weak performance from PSCD division

¢ Improved performance from the plantation division
o Earnings estimate reduced

e Downgrade to NEUTRAL with TP of RM1.95

FY18 Core Net Income is below expectation. Fima Corporation
Berhad (FIMACOR) FY18 Core Net Income (CNI) of RM32.3m is below
expectation as it makes up only 80% of our forecast. The negative
deviation is caused by weaker than expected earnings in the
“production of security and confidential documents” (PSCD) division.
Core net income exclude RM4.9m net reversal of provision and other
off items. As expected, a final dividend of 7.5 sen is announced.

Weak performance from PSCD division. The lower revenue at the
Group level is caused by 39% yoy decline in the PSCD division. This
has more than offset the increase in plantation division revenue by 4%
yoy to RM138.1m. We gather that the revenue decline in PSCD
division is caused by expiration of the contract to supply certain travel
documents in 1QFY2018.

Improved performance from the plantation division. Plantation
division turned profitable in FY18 with PBT of RM41.1m (against loss
before tax of RM2.5m last year due to impairments). The improved
performance is caused by surge in FFB volume by 33% to 175,425
tonnes. This has more than offset the lower CPO price of RM2342 per
tonne (down 11% yoy).

Earnings estimate reduced. We have revised down our revenue
and earnings assumption for the PSCD division. As a result, our FY19
CNI forecast is cut by 35% to RM36.7m.

Downgrade to NEUTRAL with TP of RM1.95. Our TP is based on
Sum-Of-Parts valuation (Refer Below). While we are positive on the
outlook for plantation division, this is neutralised by the increasingly
challenging earnings prospect for PSCD division.
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Downgrade to NEUTRAL

Revised Target Price (TP): RM1.95
(Previously RM2.30)
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(%)
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RM1.91
RM1.95

+2.3%
+6.5%

+8.8%

1719.28
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Yes

240.62

459.59
0.85
RM1.91 - RM2.35
0.59
0.02m

RMO0.03m

61.2%

Absolute Relative

-0.5 7.8
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INVESTMENT STATISTICS
FYE March
Revenue
EBIT
PBT
Net Income
Core Net Income
EPS (sen)

Core EPS (sen)
Net DPS (sen)
Net Dvd Yield
Core PER
NTA/share (RM)
P/NTA

ROE

ROA

Source: Company, MIDF Research

FY16A

375.2
75.8
77.3
51.3
49.6

20.55

20.55
12.50
6.5%

9.3
2.29
0.83

9.3%

7.5%

Sum-Of-Parts Valuation for FIMACORP

Divisions

Manufacturing

Plantation
Sum-Of-Parts (RM m)
No of shares (m)

TP (RM)

Source: MIDF Research Estimate

Valuation

10.5x FY19E earnings

11.5x FY19E earnings

FY17A

372.1
58.7
61.3
37.7
71.5

29.64

29.64
17.50
9.2%

6.4
2.33
0.82

6.7%

5.3%

Note

FY18A

284.6
53.6
63.3
36.1
32.3
14.98
13.38
12.50
6.5%
14.3
2.27
0.84
6.6%
5.6%
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In line with FBM Small Cap Forward PE for

FY18

40% discount to average Target PE of
19.1x for mid cap planters under our

coverage

FY19F FY20F
282.3 276.5
56.4 53.2
59.3 56.2
36.7 34.4
36.7 34.4
15.22 14.28
15.22 14.28
12.50 12.50
6.5% 6.5%
12.5 13.4
2.38 2.40
0.80 0.80
6.4% 6.0%
5.1% 4.7%

Fair Value
(RM 'm)
179
292
471
241
1.95
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FIMACOR: 4QFY18 RESULTS SUMMARY

Source: Company, MIDF Research Forecast
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X) pursuant to
the Mid and Small Cap Research Scheme (“MidS") administered by Bursa Malaysia Berhad. This report
has been produced independent of any influence from Bursa Malaysia Berhad or the subject company.
Bursa Malaysia Berhad and its group of companies disclaim any and all liability, howsoever arising, out
of or in relation to the administration of MidS and/or this report. It is for distribution only under such
circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it
should not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to
change without notice. The research analysts will initiate, update and cease coverage solely at the
discretion of MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may
have interest in any of the securities mentioned and may benefit from the information herein.
Members of the MIDF Group and their affiliates may provide services to any company and affiliates of
such companies whose securities are mentioned herein This document may not be reproduced,
distributed or published in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >10% over the next 12 months.

Stock price is expected to rise by >10% within 3-months after a Trading Buy rating has been

URARIIEI 0 assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

Stock price is expected to /a// by >10% within 3-months after a Trading Sell rating has been

TRADING SELL assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



