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Investment highlights

e Maintain BUY. The main takeaway from Cl Holdings’ (CIH) briefing yesterday was
management’s assurance that the construction of the RM45m new production line
will be completed next month as scheduled. The new line will be used to produce
non-carbonated beverages, including the star performer Tropicana. The large
investment and the recently renewed bottling agreement with PepsiCo demonstrate
a strong, long-term partnership between CIH and PepsiCo. We maintain our
forecasts and target price of RM4.20, pegged to an unchanged 10% discount to our
15x target market P/E in view of the stock’s relatively low liquidity. CIH remains
firmly a BUY, underpinned by the potential re-rating catalysts of 1) additional
capacity, and 2) an increasingly marketable product line.

o A well-attended briefing. Yesterday, CIH held a quarterly analyst briefing following
the release of 4Q10 financial results the day before. Management presented to a
packed room of 30. There were no surprises from the briefing but management took
the opportunity to shed more light on two matters, namely the new production line
and its agreement with PepsiCo.

o New production line. The strong response to Tropicana has surpassed ClH’s
expectations, prompting management to install a new line for the production of non-
carbonated drinks. Yesterday, management confirmed that that the new line will be
ready next month as scheduled. The additional capacity is expected to generate
RM300m worth of annual sales. The breakeven level is 20% utilisation, which
management aims to achieve by end-FY11.

e Agreement with PepsiCo. The large investment that CIH is making to expand
capacity signals to the market that the company and PepsiCo are in for the long
haul. The relationship has been cemented by the renewal of the bottling rights of
wholly-owned Permanis for an unprecedented 10 years effective this year. It allays
concerns over a contract breakdown which may disrupt operations.
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Recent developments

On 25 Aug, CIH announced the appointment of Erwin Selvarajah as CEO. Erwin
joined PepsiCo Beverages International's regional office in Thailand in 1995. His last
position was finance director of Southeast Asia and Micronesia, based in Singapore.
In 1999, he returned to Malaysia and joined Permanis as president and CEO and
continued to hold his position until he was appointed as the new CEO of CIH. Datuk
Johari Abdul Ghani, who is the biggest shareholder with a 28.2% stake, remains as
MD.

Earnings outlook

Beating expectations for the 5" consecutive quarter. To recap, CIH beat
expectations with a record 4Q net profit of RM11m, which took the full-year net profit
to an all-time high RM38m (+82% yoy). This is the fifth straight quarter of results
outperformance. The company also announced a full-year DPS of 11 sen, which is the
highest payout ever. At yesterday’s briefing, management was represented by the
newly-appointed CEO Erwin and VP of corporate finance and planning Syed Khalil
Syed Ibrahim. There were no surprises from the briefing but management took the
opportunity to shed more light on two matters, namely the new production line and its
recently-renewed bottling agreement with PepsiCo.

Improving investment profile. The first thing that struck us at the briefing was the
size of the crowd. 30 analysts and fund managers filed the room, a major
improvement on the small group of five, including us, who turned up at a briefing two
years ago. A compelling growth story, active investor relations and wider research
coverage contributed to the big turnout. In Dec 06, we were the first research house to
initiate coverage on CIH, then a little-known loss-making F&B player that many still
associated with KFC Holdings (KFC MK, Not Rated). There are now three houses
tracking the stock. We also note that management has been keenly engaging with the
investment community. In addition to the quarterly briefings, management has
participated in four brokers’ events this year including our small- to mid-cap
conference in Jun.

RM300m annual sales from extra capacity. A production facility that sells all that it
produces and hits maximum capacity in two years instead of the planned five years is
something that some F&B producers can only dream of. In late CY09, management
found itself in this situation, thanks to the strong response to non-carbonated drinks, in
particular Tropicana. Launched in Mar 08, Tropicana has gone from strength to
strength. To address the capacity constraint, management commissioned the
construction of a new RM45m production line at its Bangi facility. During the briefing,
management confirmed that that the new line will be ready next month as scheduled.
The additional capacity is expected to generate RM300m worth of annual sales. The
breakeven level is 20% utilisation, which management aims to achieve by end-FY11.
Another substantial investment is the RM29.5m purchase of a warehouse, also in
Bangi, as the current warehouse is bursting at the seams. Apart from the new line and
new warehouse, management said that there are no other substantial investments
planned. Annual maintenance capex is about RM10m.

10-year PepsiCo bottling agreement. The new line will be used to produce more
Tropicana, which is a PepsiCo product. It will also be used to churn out other PepsiCo
drinks, i.e. Gatorade and Lipton Tea, which are now contract packed by third parties
due to CIH’s capacity constraint. The large investment that CIH is making signals to
the market that the company and PepsiCo are in for the long haul. The partnership
has been further cemented by the renewal of Permanis’s bottling rights for an
unprecedented 10 years — instead of the usual 5-year term — effective this year. The
extended agreement represents PepsiCo’s strong commitment to Malaysia and its
consumers. Therefore, at least for the next 10 years, investors can take comfort in
CIH not running the risk of having a world-renowned partner turn competitor and
building a plant that can cater to regional demand in its own backyard. About a year
after F&N Holdings (FNH MK, Underperform) and The Coca-Cola Company
announced in Feb 09 that they would part ways, Coca-Cola started the construction of
a 12ha RM1bn bottling plant in Nilai.
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Figure 1: P&L analysis (RM m)

FYE 30 Jun 2008 2009 2010 2011F
Revenue 290.2 363.0 516.4 568.0
Operating Profit (EBIT) 52.3 58.5 774 91.7
Depreciation (14.0) (12.8) (13.1) (17.0)
Interest Expenses 8.7) (4.9) (3.2) 9.9
Pretax Profit 15.6 28.0 48.1 488
Effective Tax Rate (%) 7.1 25.2 20.8 14.0
Net Profit 145 21.0 38.2 420
Operating Margin (%) 18.0 16.1 15.0 16.1
Pretax Margin (%) 5.4 7.7 9.3 8.6
Net Margin (%) 5.0 5.8 74 74

Source: Company, CIMB estimates

Recommendation

New net profit highs. In our view, the share price increase (Figure 2) reflects
investors’ recognition of the strategic direction that CIH is taking and management’s
dynamism which has been instrumental in turning around this once loss-making, debt-
ridden company. As at end-Jul, 5.59% of CIH’s shares were held by foreign investors.
After a record performance in FY10, we expect the earnings momentum to continue in
FY11 given the new line. At CY10-11 P/Es of 9-11x, CIH is the cheapest stock in our
Malaysian F&B portfolio, offering a decent 3-year EPS CAGR of 10.4% and dividend
yields of 4.0% (see Sector comparisons table).

Maintain BUY. We maintain our forecasts and target price of RM4.20, pegged to an
unchanged 10% discount to our 15x target market P/E in view of the stock’s relatively
low liquidity. CIH remains firmly a BUY, underpinned by the potential re-rating
catalysts of 1) additional capacity, and 2) an increasingly marketable product line.

Figure 2: Share price chart (RM)
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Financial summary

FYE Jun 2009 2010 2011F 2012F 2013F
Revenue (RM m) 363.0 516.4 568.0 624.8 687.3
EBITDA (RM m) 45.7 64.4 747 67.8 718
EBITDA margins (%) 12.6 125 13.2 10.9 10.4
Pretax profit (RM m) 28.0 48.1 48.8 53.8 59.8
Net profit (RM m) 210 38.2 420 46.3 514
EPS (sen) 16.2 26.9 29.6 32.6 36.2
EPS growth (%) +44% +66% +10% +10% +11%
PIE (x) 17.8 10.7 9.7 8.8 8.0
Gross DPS (sen) 7.0 11.0 12.0 12.0 12.0
Dividend yield (%) 24 38 42 42 42
PINTA (x) 39 36 35 34 32
ROE (%) 218 335 35.6 38.0 40.8
Net gearing (%) 83.0 736 "7 69.8 67.9
PICF (x) 11.0 8.0 6.9 6.6 6.2
EV/EBITDA (x) 8.3 59 5.1 56 53
% change in EPS estimates - - -
CIMB/Consensus (x) 1.08 0.91 N/A

Source: Company, CIMB Research, Bloomberg



Figure 1: Sector comparisons
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O = Outperform, B = Buy, N = Neutral, U = Underperform, TB = Trading Buy and TS = Trading Sell

Source: Company, CIMB Research
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CIMB INVESTMENT BANK BHD — DISCLOSURE & DISCLAIMER

This report has been prepared by CIMB Investment Bank Bhd (“CIMB") for purposes of CMDF-Bursa Research Scheme ("CBRS") administered by Bursa Malaysia
Berhad and has been compensated to undertake the scheme. CIMB 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/.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and
agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to comply with these limitations may
constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied,
photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part,
for any purpose without the prior written consent of CIMB.

CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of the company(ies)
covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities.
Further, CIMB, its affiliates and its related companies do and seek to do business with the company(ies) covered in this research report and may from time to time act as
market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and
may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such
investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately reflect the personal views of the analyst(s)
about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation, incentive or bonus
based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company. However, the analyst(s) may receive
compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the
research personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this research
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is,
subject to the duties of confidentiality, available on request.

The term “CIMB” shall denote where applicable the relevant entity distributing the report in that particular jurisdiction where mentioned specifically below shall be a CIMB
Group Sdn Bhd’s affiliates, subsidiaries and related companies.

(i)  Asof26 August2010, CIMB has a proprietary position in the following securities in this report:
(a) China Fishery, Pacific Andes, Pacific Andes CW.

(i) As of 27 August 2010, the analyst, Norziana Mohd Inon who prepared this report, has / have an interest in the securities in the following company or companies
covered or recommended in this report:

(@) -

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. This report does not purport
to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any guarantee, representation or warranty, express or
implied, as to the adequacy, accuracy, completeness, reliability or fairess of any such information and opinion contained in this report and accordingly, neither CIMB
nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’ clients generally and
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The
information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities,
related investments or other financial instruments thereof.

The views and opinions in this research report are our own as of the date hereof and are subject to change. CIMB has no obligation to update its opinion or the
information in this research report.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment objectives,
financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before
participating in any transaction in respect of the securities of company(ies) covered in this research report. The securities of such company(ies) may not be eligible for
sale in all jurisdictions or to all categories of investors.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB Research Pte. Ltd. (“CIMBR”) and CIMBR notifies each recipient
and each recipient acknowledges that CIMBR is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (Cwilth) in
respect of financial services provided to the recipient. CIMBR is regulated by the Monetary Authority of Singapore under the laws of Singapore, which differ from
Australian laws. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001 (Cwlth)) and is
supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. This research has been prepared without taking into
account the objectives, financial situation or needs of the individual recipient.

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to subscribe to, or
used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is not intended as a solicitation for
the purchase of any financial instrument.

Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities (HK) Limited (‘CHK”) which is licensed in Hong Kong by the Securities and Futures
Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) activities. Any investors wishing to purchase or
otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB Securities (HK) Limited. The views and opinions in this research report
are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Services
Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CHK has no obligation to update its opinion or the information in this
research report.

This publication is strictly confidential and is for private circulation only to clients of CHK. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (i) redistributed or passed on, directly
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CHK. Unless permitted to do so by the securities laws of Hong
Kong, no person may issue or have in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating
to the securities covered in this report, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to
do so under the securities laws of Hong Kong)

Indonesia: This report is issued and distributed by PT CIMB Securities Indonesia (‘CIMBI"). The views and opinions in this research report are our own as of the date
hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Services Authority apply to a recipient,
our obligations owed to such recipient therein are unaffected. CIMBI has no obligation to update its opinion or the information in this research report.

This publication is strictly confidential and is for private circulation only to clients of CIMBI. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ji) redistributed or passed on, directly
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMBI. Neither this report nor any copy hereof may be distributed
in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesia residents except in compliance with applicable Indonesian capital market laws
and regulations.
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confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ji) redistributed or passed on, directly
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB.
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BUY: Expected positive total returns of 15% or more over the next 12 months
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