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SINGAPORE | CONSUMER | 1H17 RESULTS 

 1H FY17 Revenue/EBIT met our 47%/38% of our FY17 full year forecasts 
 Subdued top line growth as expected; Dairies continued to cushion the weak earnings 

from Beverages 
 Margins compression on the back of persistent challenging operating environment 

coupled, higher marketing expenses and increased debt burden 
 Additional stake in Vinamilk to 18.74%; investment will be accounted as associate and 

contribute to earnings in 2HFY17  
 Interim DPS of 1.5 Cents declared, same as last year 

Earnings was affected by weaker consumer sentiment, adverse translation effects from a 
weak Ringgit (c.7% yoy as at end-Mar2017) and continued brand investment costs. Drag in 
revenue came from Malaysia Beverages and Dairies divisions, 1HFY17 sales -15% yoy and -
8% yoy respectively. Dairies Thailand continued to provide strong support to Group’s 
earnings. 
SGD mn 1H17 1H16 y-y (%) Comments

Beverages 253     277     -8.7% Gains from Beer and New Markets were offset 

by lower Soft Drinks sales and weaker MYR

Dairies 550     542     1.4% Weaker MYR, competitive pricing in MY

Printing & Publishing 

("P&P")

143     153     -6.6% Lower demand from both Publishing and 

Printing and Distribution divisions

Revenue 946     973     -2.7% Mainly due to weaker Beverages segment

Gross profit 344     355     -2.9% Lower milk-based commodity prices

Gross Margin steadied at 36.4%

EBITDA 93       111     -16.1% OpEx % Revenue +1pp to 30% due to higher 

distribution costs

EBITDA Margin -1.6pp to 9.8%

PBIT 69       82       -16.5%

PATMI (continuing operations 

ex. exceptional items)

26       37       -29.3% Higher finance cost (borrowings to finance 

acquisition of Vinamilk shares)

DPS (Cents) 1.5      1.5      

Source: Company, PSR  

We reviewed this set of results on half-yearly basis to eliminate the impact arising from 
earlier Chinese New Year this year.  

 Beverage: Weaker soft drink sales in core markets (SG and MY) coupled with higher 
raw materials costs and intensified marketing expenses in new markets (ID, MM, TH 
and VN) caused PBIT to collapse by 82.2% year-on-year (“yoy”) in 1HFY17. PBIT Margin 
-5.8 percentage points (“pp”) yoy to 1.40%. 

 Dairies: Higher turnover from TH offset weaker demand in MY. Favourable milk-based 
commodity cost widened PBIT Margin (+2.3pp yoy to 14.4%), resulting in PBIT +21% 
yoy in 1HFY17 albeit a flattish top line growth. 

 P&P: Persistent challenges as both Printing and Publishing businesses continued to see 
declining sales. Losses before interest and taxation doubled to -$7.9mn due to lower 
margins from a change in product mix in Education Publishing, investments made in its 
e-commerce project, and higher inventory provision.  

Maintained our view of (i) Subdued demand and competitive pricing in Malaysia in FY17; 
(ii) Margin erosion due to rising raw material costs partially mitigated by favourable milk-
based commodity cost; and (iii) Higher marketing costs for New Markets penetration. 
Possible implementation of a sugar “sin tax” this year in Malaysia would further compress 
PBIT margin. Upside surprise could come from higher contributions from Beer and new 
vending business. 
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Neutral (Upgraded)
LAST CLOSE PRICE

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

O/S SHARES (M N) : 1,447      

M ARKET CAP (USD mn / SGD mn) : 2439 / 3444

52 - WK HI/LO (SGD) : 2.42 / 1.92

3M  Average Daily T/O (mn) : 0.10        

MAJOR SHAREHOLDERS (%)

59.30%

28.50%

PRICE PERFORMANCE (%)

1M T H 3 M T H 1Y R

COM PANY 3.5          12.3        25.7       

STI RETURN 3.15        6.68       21.61       

PRICE VS. STI

Source: B loomberg, PSR

KEY FINANCIALS

Y / E Sep F Y 15 F Y 16 F Y 17F F Y 18 F

Revenue (SGD mn) 2,121  1,979  2,009  2,041  

EBITDA (SGD mn) 209       190       172       133       

NPAT, adj. (SGD mn) 115       109       106       88          

EPS, adj. (Cents) 7.98     7.54     7.33     6.07     

PER, adj. (x) 26.9     28.3     32.4     39.2     

P/BV, (x) 1.4        1.1        1.2        1.2        

DPS (Cents) 5.00 4.50 4.50 4.50

Div Yield (%) 2.1% 1.9% 1.9% 1.9%

ROE (%) 6.0% 4.3% 3.7% 3.0%

Source: Company Data, PSR est.

Valuation Method

Sum-of-parts

Soh Lin Sin (+65 6212 1847)

Investment Analyst

sohls@phillip.com.sg
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Change in valuation model to sum-of-parts on increased stakes in Vinamilk 
 Investment will be accounted as associate and contribute significantly to earnings. 

FNN further acquired c.1.2% shares in Vinamilk subsequent to end-FY16, taking the 
Group’s interest in Vinamilk to 18.7%. Vinamilk will only contribute to earnings in the 
2HFY17.  

 Accounting for higher finance cost. The Group geared up with c.S$600mn bank loans 
to finance acquisition of shares in Vinamilk, resulting a net debt position of $97mn as 
at end-2QFY17 compared to a net cash position of S$166.2 million at end-1QFY17.  

 

 

Upgraded to “Neutral” rating with new sum-of-parts derived TP of S$2.31 (previously S$1.80) 
 
Sum-of-parts Valuation

Equity affiliate

Mkt Cap

(SGD mn)

EV

(SGD mn) Stake (%)

EV to FNN

(SGD mn)

Vietnam Dairy Products JSC 12,949.05              12,223.75               18.74 2,290.73   

2,290.73   

Core Businesses

FY17F EBIT 

(SGD mn)

+ Depr & Amort

- Exceptional Items

% FY17F 

Revenue

FY17F EBITDA

(SGD mn)

Target EV/EBITDA

(x)

Peer's Fwd EV/EBITDA

(x)

EV to FNN

(SGD mn)

F&B: Beverages 22.81                      29.9       20.15             12.0                           12.0                                241.79      

F&B: Dairies 116.54                    55.2       111.62           13.0                           13.1                                1,451.10   

P&P: Printing & Publishing (1.49)                       14.9       (2.81)              17.0                           18.7                                (47.85)       

Others 42.71                      0.0         42.71             1.0                             42.71         

180.57                    (8.91)                       100.0    171.66           1,687.75   

Total EV (S$ mn) 3,978.48                

Less: Debt 727.05                    

Less: Minority Interest 360.58                    

Plus: Cash 452.04                    

Total Market Value (S$ mn) 3,342.89                

Conglomerate discount 0%

FY17F Market Value (S$ mn) 3,342.89                

Total Sum-of-parts

No. of shares (mn) 1,446.95                

NAV/Share (TP S$) 2.31                        

Current share price (S$) 2.38

% upside/downside -2.9%

FY17F EPS (SCents) 7.33

Implied FY17F P/E (x) 31.5

Source: Bloomberg, Phillip Securities Research (Singapore) est.  

FNN is currently trading at Trailing P/E of 33.7x, and our TP-implied FY17F P/E is at 31.5x, 
which are higher than its ASEAN Beverages peers at 18.1x and 18.5x respectively. While 
operating environment in Malaysia is expected to remain challenging, the additional stake 
in Vinamilk will allow FNN to reap greater streams of dividend income and increase its 
exposure to Vietnam. Thus, with a new TP, we upgraded our rating to “Neutral” as we wait 
for a bigger game changing catalysts. 

Potential re-rating catalysts would be acquisition of additional stakes in Vinamilk and 
Saigon Alcohol Beer and Beverages Corporation (“SABECO”). On a separate note, there is 
no update for the acquisition of Penguin Random House Limited in Singapore and Malaysia. 
Successful acquisition of Penguin’s sales and distribution offices will immediately scale up 
FNN’s distribution channels.  

We expect FNN to fund any acquisitions via borrowings and/or internally generated fund. 
Current net gearing ratio is at 3% and at 8.5% by end-FY17F, i.e. further headroom before 
hitting its ceiling of 80%. 
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Financials

Income Statement Balance Sheet

Y/E Sep, SGD mn FY14 FY15 FY16 FY17F FY18F Y/E Sep, SGD mn FY14 FY15 FY16 FY17F FY18F

Revenue 2,093 2,121 1,979 2,009 2,041 ASSETS

Gross  profi t 659 696 728 743 745 PPE 661      464      491      497      504      

EBITDA 330 209 190 172 133 Intangibles 124      106      125      129      133      

Depreciation & Amortisation (85) (92) (62) (72) (73) Investments  in Assoc/JV 50        42        43        638      649      

Associates  & JVs 2 3 3 5 10 Others 845      965      1,488   2,150   2,196   

Other i tems (78) 12 48 75 111 Total non-current assets 1,680   1,577   2,146   3,415   3,482   

EBIT 170 132 179 181 181 Accounts  receivables 360      332      321      330      336      

Net Finance Inc/(Exp) 9 0 10 9 (15) Cash 355      962      1,043   452      383      

Profit Before Tax 178 132 189 189 166 Inventories 274      254      247      243      249      

Taxation (27) (19) (23) (32) (28) Others 6          17        16        16        16        

Profit After Tax (Con. Ops) 152 112 166 157 138 Total current assets 995      1,565   1,627   1,041   983      

Profit After Tax (Discon. Ops) 205 637 0 0 0 Total Assets 2,675   3,143   3,773   4,455   4,465   

- Non-control l ing interest (109) (87) (58) (51) (50)

Net profit, reported 147 633 108 106 88 LIABILITIES

Net profit, adj. 263 115 109 106 88 Accounts  payables 394      392      381      391      397      

Short term loans 23        3          12        442      442      

Others 47        50        47        47        47        

Total current liabilities 494      446      451      871      880      

Long term loans 119      98        125      285      198      

Others 61        42        44        48        52        

Per share data (SGD Cents) Total non-current liabilities 180      140      169      333      250      

Y/E Sep FY14 FY15 FY16 FY17F FY18F Total Liabilities 674      587      620      1,204   1,130   

EPS, reported 10.18 43.74 7.48 7.33 6.07

EPS, adj. 18.19 7.98 7.54 7.33 6.07 EQUITY

DPS 5.00 5.00 4.50 4.50 4.50 Non-control l ing interests 396      288      309      361      411      

BVPS 111.07 156.82 196.65 199.93 202.25 Shareholder Equity 1,605   2,268   2,843   2,891   2,924   

Cash Flow Valuation Ratios

Y/E Sep, SGD mn FY14 FY15 FY16 FY17F FY18F Y/E Sep FY14 FY15 FY16 FY17F FY18F

CFO P/E (X), adj. 17.2 26.9 28.3 32.4 39.2

EBIT 170      132      179      181      181      P/B (X) 2.8 1.4 1.1 1.2 1.2

Depreciation & Amortisation 85        92        62        72        73        EV/EBITDA (X), adj. 14.3 12.1 13.1 23.8 30.9

WC changes (193)    (33)      18        (15)      (2)        Dividend Yield (%) 2.1% 2.1% 1.9% 1.9% 1.9%

Tax paid (50)      (34)      (24)      (32)      (28)      Growth & Margins (%)

Others 188      69        (50)      (667)    (147)    Growth

Cashflow from ops 199      225      185      (462)    77        Revenue -8.8% 1.3% -6.7% 1.5% 1.6%

CFI EBITDA -28.0% -36.6% -8.9% -9.9% -22.6%

CAPEX, net (1,039) (68)      (76)      (60)      (61)      EBIT -20.7% -22.4% 36.2% 0.8% 0.5%

Others (536)    600      36        (520)    111      Net profi t, adj. -51.7% -56.1% -5.6% -2.7% -17.2%

Cashflow from investments (1,575) 532      (40)      (581)    49        Margins

CFF Gross  margin 31.5% 32.8% 36.8% 37.0% 36.5%

Share i ssuance, net 7          3          1          -          -          EBITDA margin 15.7% 9.9% 9.6% 8.5% 6.5%

Loans , net of repayments 648      (17)      33        574      (87)      EBIT margin 8.1% 6.2% 9.1% 9.0% 8.9%

Dividends (257)    (102)    (99)      (110)    (105)    Net profi t margin 12.6% 5.4% 5.5% 5.3% 4.3%

Others (607)    (10)      (4)        (4)        (4)        Key Ratios

Cashflow from financing (209)    (126)    (70)      460      (196)    ROE (%) 5.2% 6.0% 4.3% 3.7% 3.0%

Net change in cash (1,585) 632      75        (582)    (69)      ROA (%) 3.1% 4.0% 3.2% 2.6% 2.0%

Effects  of exchange rates (3)        (25)      2          -          -          

Asset reclass i fication -          (0)        -          -          -          Net Debt/(Cash) (213) (861) (906) 275 256

CCE, end 355      962      1,043   452      383      Net Gearing (X) Net Cash Net Cash Net Cash 8.5% 7.7%

Source: Company, Phi l l ip Securi ties  Research (Singapore) Estimates

*Forward multiples  & yields  based on current market price; his torica l  multiples  & yields  based on his torica l  market price.  
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutra l 3
-5% to -20% Reduce 4
<-20% Sel l 5

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price cata lysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the 
Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express or 
implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this 
report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to 
supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for 
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all 
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent 
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. 
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or 
investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, 
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. 
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars 
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the 
investment.  

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, 
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its 
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons 
associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this 
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or 
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of 
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.  

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where 
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