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We maintain our BUY call on Kawan with a higher TP of RM2.50 (from RM2.27) by 
ascribing an unchanged forward PER of 19.0x to our higher CY22 EPS forecast of 13.2 sen, 
after gathering more information from the management during a briefing.  
 
Key Updates 
Sales. Kawan has managed to secure a few new customers in the first quarter of CY22, 
mainly from the U.S. The products that the group will be selling to them ranged from 
Paratha to other products. As a result, the management expects the new customers to 
make significant contributions to its topline for the year. 
 
Production. The group has registered a high single-digit growth in its monthly production 
in the first month of its 1QCY22, indicating that its production recovery is on track. 
 
Costs. Kawan sources its flour supply from various suppliers but not from Russia and 
Ukraine. Having said that, supply may be disrupted as the duo accounted for about 30% 
of the world grain exports. The reduced global supply, lost from either through war 
damage and/or sanctions might risk pushing up the raw material prices as demand is 
expected to surpass supply if the war causes a widespread shortage. The group is working 
closely with its supplier to quantify the impact and updates will be given in due course. 
 
Capacity. The group has pre-registered 400 workers to join its workforce once the 
government permits the entry of new foreign workers, so we do not foresee any shortfall 
in terms of working capacity in near term. The utilisation rate of its plant sits at around 
55% currently. 
 
Risks. We are aware that the group still faces delays in shipments, but mostly due to 
arrival and clearance delays. Also, the outspread of the pandemic remains a concern and 
hence, Kawan has put in a policy for its staff to undertake bi-weekly RTK antigen tests. 
 
Forecast. We adjusted our assumptions and valuation following the new information and 
guidance by the management. We raised our CY22 forecast by 10.4% and 10.3% on its 
top and bottomline respectively, on the grounds that export sales are gaining steam due 
to its expanding clientele, especially in the U.S. 
 

Table 1: Historical Earnings and Forecasts 

 
Source: Inter-Pacific Research 

 

 

 

 

FYE Dec (RM m) CY18 CY19 CY20 CY21 CY22(F) CY23(F)

Revenue 200.0 214.1 254.7 251.8 295.8 345.2

GP 79.4 71.8 101.0 90.5 113.9 134.6

PBT 29.2 15.4 32.0 37.0 55.0 62.2

Net Profit 22.8 12.0 27.7 32.3 47.3 53.5

GP Margin (%) 39.7 33.5 39.7 36.0 38.5 39.0

PBT Margin (%) 14.6 7.2 12.6 14.7 18.6 18.0

Net margin (%) 11.4 5.6 10.9 12.8 16.0 15.5

EPS (sen) 6.3 3.4 7.8 9.0 13.2 14.9

PER (x) 25.8 49.1 21.3 18.3 12.5 11.0

DPS (sen) 2.5 2.5 2.5 3.5 3.0 3.0

Dividend Yield (%) 1.5% 1.5% 1.5% 2.1% 1.8% 1.8%

ROE (%) 7.1% 3.7% 8.0% 8.7% 11.6% 11.9%

Net Gearing (x) Net Cash Net Cash Net Cash Net Cash Net Cash Net Cash
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 Declaration of Independence of Opinions and of Interest in Securities 

The analyst(s) responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively 
reflect his or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared 
independently and autonomously.  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.  Inter-Pacific Research Sdn Bhd 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.  Information barriers and other arrangements may be 
established where necessary to prevent conflicts of interests arising. 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 business.  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.   

 
(i) As of March 4, 2022, Inter-Pacific Research Sdn Bhd has a proprietary position in the securities (which may include but not limited 
to shares, warrants, call warrants and/or any other derivatives) in the following company or companies mentioned or recommended 
in this report: (a) Kawan Food Bhd - nil, 
 
(ii) As of March 4, 2022, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities (which 
may include but not limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies 
covered or recommended in this report: (a) - nil.   
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Victor Wan Kum Seng 
Head of Research 
Inter-Pacific Research Sdn Bhd 
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IMPORTANT: This report has been prepared from sources that are believed to be reliable but we do not hold ourselves responsible for its completeness and accuracy.  All opinions and 
estimates in this report are subject to change without notice.  We do not accept any liability that may arise from the use of information in this report. Inter-Pacific Research Sdn Bhd and 
or its associates may from time to time have interest and/or underwriting commitments in the company being reported. This report is for internal circulation only and the contents or 
any part thereof cannot be reproduced in any manner whatsoever except with the prior written consent of Inter-Pacific Research Sdn Bhd. 
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Ratings System  

Ratings:  Description: 

BUY Total return is expected to exceed 15% in the next 12 months 
TRADING BUY Total return is expected to exceed 10% in the next 3 months 
NEUTRAL Total return is expected to be between –15% to 15% in the next 12 months 
SELL Total return is expected to be below -15% in the next 12 months 
TRADING SELL Total return is expected to be below -10% in the next 3 months 
NOT RATED The stock is not within regular research coverage 

  

Abbreviation  

Abbreviation  Definition  Abbreviation Definition  

PER Price Earnings Ratio  CAGR Compounded Annual Growth Rate  
PEG PER to Growth  CAPEX Capital Expenditure  
EPS Earnings per Share  DPS Dividend per Share  
FYE Financial Year End  ROA Return on Asset  
FY Financial Year  ROE Return on Equity  
CY Calendar Year  PBT Profit Before Tax  
MoM Month-on-Month  PAT Profit After Tax  
QoQ Quarter-on-Quarter  EV Enterprise Value  
YoY Year-on-Year  EBIT Earnings Before Interest And Tax  
YTD Year-to-Date  EBITDA EBIT Depreciation &Amortisation  
p.a. Per Annum  WACC Weighted Average Cost of Capital  
DCF Discounted Cash Flow  NTA Net Tangible Asset  
FCF Free Cash Flow  BV Book Value  
NAV Net Asset Value     

 

 


