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Old Chang Kee Ltd. 

A strong finish, marking the inflection point 
 
SINGAPORE | CONSUMER | FY18 RESULTS 

 FY18 Revenue grew 9.1% YoY, driven by product innovations and in line with our 
expectation  

 FY18 Earnings beat our FY18e estimate by 13% on higher operating leverage and lower 
than expected start-up costs from its UK JV 

 Growth momentum to extend into FY19e, while gains from the expanded factory 
capacity and new factory equipment should start to roll in more significantly 

 Final dividend of 1.50 cents, unchanged from last year 
 Maintained BUY with unchanged DCF-derived TP of S$0.98 

Results at a glance

S$ mn FY18 FY17 YoY (%) 4Q18 4Q17 YoY (%) Comments

Revenue 85.5 78.3 9.1% 21.3 19.2 10.5% Contributions from new outlets and 

higher sales in existing outlets 

No. of outlets in SG +1 YoY to 90

Gross profit 52.2 49.6 5.3% 13.4 12.1 10.4% Higher raw material costs and change 

in product mix

Gross margin -2.2pp to 61.1%

EBITDA 10.7 10.3 4.3% 3.4 2.0 72.9% Higher operating expenses in l ine with 

revenue growth

EBITDA margin -0.6pp to 12.5%

Net profit 4.0 1.7 131.2% 1.4 -2.1 n.m S$0.08mn start-up losses from UK JV in 

FY18

Net profit, adj. 4.3 4.9 -12.0% 1.4 1.0 34.4% Excluding exceptional items; 

FY17 incurred S$3mn revaluation 

deficit for SG and MY factory buildings 

DPS (cents) 3.00 3.00 1.50 1.50 3

Source: Company, PSR  
The Positive 
 FY18 Revenue growth is the strongest in the past 5 years, mainly from underlying 

sales growth. Sales from retail outlets were up 9.2% YoY, driven by the +8.0% YoY 
average sales per store; and to a lesser extent, by the net one additional store count 
during FY18.  

In addition, puff sales were up 3.3% YoY, and remained as the major revenue 
contributor (c.30% of the FY18 Revenue). We believe these figures are a testament to 
the Group’s successful product innovation.  

 4Q18 Gross margin returned to c.63%; which should be sustainable. Gross margin has 
been depressed for the past 3 quarters. Average selling prices have been revised to 
pass on the higher raw material costs to consumers in Apr-18. It also benefit from a 
more favourable input prices arising from bulk purchasing, on the back of expanded 
factory space. 

The Negative 
- UK joint venture incurred S$0.08mn of start-up costs prior to opening. The Group is 

on-track to open its first flagship outlet in Covent Garden - London, United Kingdom in 
Jun-18.  

Outlook 
Positive outlook as growth momentum extend into FY19e. New stores opening and 
product innovations will continue to drive topline growth. The new factory will increase 
production capacity (in terms of variety and volume) to fuel their expansion strategy, and 
improve its margins via (a) enhanced manufacturing efficiencies and (b) cost savings from 
bulk purchasing.   
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BUY (Maintained)
LAST CLOSE PRICE 

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

BLOOM BERG CODE: OCK SP

O/S SHARES (M N) : 121          

M ARKET CAP (USD mn / SGD mn) : 68 / 92

52 - WK HI/LO (SGD) : 0.86 / 0.73

3M  Average Daily T/O (mn) : 0.01        

MAJOR SHAREHOLDERS (%)

58.6%

GOODVIEW PROPERTIES PTE LTD 11.7%

7.3%

PRICE PERFORMANCE (%)

1M T H 3 M T H 1Y R

COM PANY (1.9)         -         (3.2)        

STI RETURN (3.84)     (0.55)     11.17       

PRICE VS. STI

Source: B loomberg, PSR

KEY FINANCIALS

Y / E M ar F Y 17 F Y 18 e F Y 19 e F Y 19 e

Revenue (SGD mn) 78.3       85.5       90.6       94.3       

Gross (SGD mn) 49.6       52.2       57.1        59.9       

EBITDA (SGD mn) 10.3        10.7        11.9         13.2        

NPAT, adj. 1.7          4.0         5.3         6.5         

EPS (Cents) 1.44        3.32       4.33       5.31        

PER, adj. (x) 59.1        22.9       17.4        14.2        

P /B (x) 3.8         3.2         3.1          2.9         

DPS (Cents) 3.0         3.0         4.0         4.0         

Div Yield (%) 4% 4% 5% 5%

ROE (%) 6% 14% 18% 21%

Source: Company Data, PSR est.
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Maintained Buy with unchanged DCF-derived TP of S$0.98 
We have increased our FY19e sales growth expectation to 6.0% YoY from 4.1%. We also 
introduce FY20 estimates in this report. Core net profit is estimated grow by 21.6%/22.8% 
in FY19/20e as the Group continues to ramp up its product innovation effort while deriving 
better operating efficiencies from its new factory facilities and equipment. 

OCK is currently trading at 19% discount to its peers average of 28.1x. Our TP implies a 
FY19/FY20e PER of 22.6x and 18.5x, respectively.  

We like the stock as we expect OCK to:  
(a) Continue to pay out more than 90% of its earnings in FY19e, supported by an 

increasing free cash flows. We expect FY19e dividend to increase by 1.0 cents to 4.0 
cents as free cash flows improve from S$1.6mn in FY18 to S$5.2mn. 

(b) Enjoy a high ROE of 18.0% in FY19e. 
 

 

  

Figure 1: 

Comparables
Bloomberg 

Ticker Company FYE

Mkt Cap

(SGD mn)

EV     

(SGD mn)

Gorss 

Margin

Operating 

Margin

Net 

Margin

P/E

TTM

P/E

FY1 P/B

Div Yield 

(%)

Div Yield 

FY1 (%)

Net D/E 

(%) ROE (%)

OCK SP Old Chang Kee Ltd 03/2018 92                 92                 63           3.7 4.7 22.7 18.4 3.5 4.0 5.3 Net Cash 1.9

Market Cap Weighted Average (Ex. OCK)             42 7.3 4.9 28.1 15.7 2.2 2.9 1.4 3.9 7.9

QAF SP QAF Ltd 12/2017 549              536              46           4.3 3.8 27.0 N/A 1.0 5.2 N/A Net Cash 3.8

BREAD SP BreadTalk Group Ltd 12/2017 527              587              56           7.3 3.6 42.7 28.3 2.9 3.7 2.1 18.2 7.6

DELFI SP Delfi Ltd 12/2017 837              819              34           10.0 5.8 26.0 23.8 2.9 1.8 2.2 Net Cash 11.4

FEH SP Food Empire Holdings Ltd 12/2017 347              334              38           10.8 5.2 17.2 12.1 1.5 0.9 1.4 Net Cash 8.9

ABR SP ABR Holdings Ltd 12/2017 163              111              44           6.3 5.3 28.0 N/A 1.6 3.1 N/A Net Cash 5.8

CSFG SP China Star Food Group Ltd 03/2018 20                 10                 40           7.4 7.1 5.4 N/A 0.2 N/A N/A Net Cash -8.2

SMOON SP Sunmoon Food Co Ltd 03/2017 43                 27                 3              -29.9 9.7 N/A N/A 1.0 N/A N/A Net Cash N/A

Source: Bloomberg  
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Financials

Income Statement Balance Sheet

Y/E Mar, SGD mn FY16 FY17 FY18 FY19e FY20e Y/E Mar, SGD mn FY16 FY17 FY18 FY19e FY20e

Revenue 73.9     78.3     85.5     90.6     94.3     ASSETS

Gross Profit 46.6     49.6     52.2     57.1     59.9     PPE 28.9     27.6     32.6     33.2     34.1     

EBITDA 10.4     10.3     10.7     11.9     13.2     Associates  & JVs -      -      0.5       0.4       0.4       

Depreciation & Amortisation 4.1       4.6       5.1       5.3       5.3       Others -      -      -      -      -      

EBIT 6.3       2.5       5.3       6.5       7.8       Total non-current assets 31.3     30.2     35.8     36.4     37.2     

Net Finance Inc/(Exp) (0.2)     (0.1)     (0.2)     (0.1)     (0.0)     Accounts  receivables 0.2       0.3       0.3       0.2       0.3       

Associates  & JVs -      -      (0.1)     (0.1)     (0.0)     Cash 19.4     15.6     12.8     12.1     11.3     

Profit before tax 6.1       2.4       5.0       6.3       7.8       Inventories 0.7       0.7       1.2       0.8       0.8       

Taxation (1.1)     (0.7)     (1.0)     (1.1)     (1.3)     Others 2.9       4.0       2.2       2.2       2.2       

Net profit, reported 5.0       1.7       4.0       5.3       6.5       Total current assets 23.1     20.5     16.5     15.4     14.7     

Net profit, adj. 5.0       4.9       4.3       5.3       6.5       Total Assets 54.5     50.7     52.3     51.7     51.8     

LIABILITIES

Accounts  payables 7.1       8.3       7.9       7.8       8.0       

Short term loans 1.1       4.3       1.6       1.6       1.6       

Others 2.8       3.6       3.3       3.3       3.3       

Total current liabilities 10.9     16.2     12.8     12.7     12.9     

Long term loans 7.3       6.2       9.7       7.6       5.9       

Others 1.7       1.0       1.5       1.5       1.5       

Per share data (SGD Cents) Total non-current liabilities 8.9       7.2       11.1     9.0       7.3       

Y/E Mar FY16 FY17 FY18 FY19e FY20e Total Liabilities 19.9     23.3     23.9     21.7     20.2     

EPS, reported 4.10 1.44 3.32 4.33 5.31

DPS 6.00 3.00 3.00 4.00 4.00 EQUITY

BVPS 28.52 22.55 23.40 24.73 26.04 Shareholder Equity 34.6     27.4     28.4     30.0     31.6     

Valuation Ratios

Y/E Mar FY16 FY17 FY18 FY19e FY20e

Cash Flow P/E (X), adj. 16.2 59.1 22.9 17.4 14.2

Y/E Mar, SGD mn FY16 FY17 FY18 FY19e FY20e P/B (X) 2.3 3.8 3.2 3.1 2.9

CFO EV/EBITDA (X), adj. 7.7 10.1 8.6 7.7 7.0

Profit before tax 6.1       2.4       5.0       6.3       7.8       Dividend Yield (%) 7.9% 4.0% 4.0% 5.3% 5.3%

Adjustments 4.5       8.1       5.5       5.5       5.4       Growth & Margins (%)

WC changes 1.4       (0.5)     0.2       0.3       0.2       Growth

Cash generated from ops 12.0     10.0     10.7     12.2     13.3     Revenue 3.1% 6.1% 9.1% 6.0% 4.1%

Others (1.4)     (0.5)     (1.0)     (1.1)     (1.3)     EBITDA -2.7% -1.6% 4.3% 10.9% 11.1%

Cashflow from ops 10.6     9.6       9.6       11.1     12.0     EBIT -7.9% -59.6% 110.2% 23.0% 20.0%

CFI Net profi t, adj. -7.1% -1.7% -12.0% 21.6% 22.8%

CAPEX, net (7.1)     (8.3)     (8.1)     (5.9)     (6.2)     Margins

Others 0.0       0.1       (0.5)     0.1       0.1       EBITDA margin 14.1% 13.1% 12.5% 13.1% 14.0%

Cashflow from investments (7.1)     (8.2)     (8.6)     (5.9)     (6.1)     EBIT margin 8.5% 3.2% 6.2% 7.2% 8.3%

CFF Net profi t, adj. margin 6.8% 6.3% 5.1% 5.8% 6.8%

Loans , net of repayments (0.4)     2.2       0.1       (2.1)     (1.7)     Key Ratios

Dividends (3.6)     (7.3)     (3.6)     (3.6)     (4.9)     ROE (%) 14.6% 5.6% 14.5% 18.0% 20.9%

Others (0.2)     (0.2)     (0.3)     (0.2)     (0.1)     ROA (%) 9.3% 3.3% 7.8% 10.1% 12.5%

Cashflow from financing (4.3)     (5.2)     (3.8)     (5.9)     (6.6)     

Net change in cash (0.7)     (3.9)     (2.8)     (0.7)     (0.7)     Net Debt/(Cash) (11.1)   (5.0)     (1.5)     (2.9)     (3.9)     

CCE, end 19.4     15.6     12.8     12.1     11.3     Net Gearing (X) Net Cash Net Cash Net Cash Net Cash Net Cash

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

*Forward multiples & yields based on current market price; historical multiples & yields based on historical 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 catalysts , 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 licence 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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