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Key Stock Statistics

Recent Developments

EYE Dec (RMm) 2005 2006F We recently visited BPP’s new 5 acre manufacturing
EPS (sen) 17.1 21.8 facility, which is just minutes away from its existing
P/E (x) 7.0 5.5 factory in Batu Pahat, Johor. To recap, BPP had, in Dec

05, invested in an additional 21,600MT p.a. capacity,

thus increasing its annual capacity to 60,000MT. The 2
Dividend/Share (sen) 7.0 7.0 newly-installed lines were the 16,800MT p.a. cast
NTA/Share (RM) 0.72 0.84 stretch _fiIm mac_hine (Line 1) and_the 4,800MT p.a.
Book Value/Share 0.70 0.82 blown film m_achlne (Line 2), of Whlc_h only Line 1 has

been operational. Management said that they were
Issued Capital (mil shares) 1200 1200 waiting for some parts for Line 2, which have yet to
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RM0.90-RM1.49

arrive from Germany, but it is expected to commence
operations in June 06.

BPP has also invested in a new recycling unit at the new
factory. This replaces an older recycling unit at the main
factory, which was less efficient. Recycling its waste
allows BPP to reduce slightly the amount of resin
purchased. The recycled resin, albeit of poorer quality,
are cheaper and can be used in lower quality films and

EYE Dec (RMm) 2003 2004 2005 2006F 2007F bags as per the requirements of the customer.
Book Value (RM) - 0.5 0.7 0.8 1.0 Earninas Outlook
i u
Cash Flow (sen) - 11 24.8 28.6 29.3 9
Earnings (sen) 89 123 171 21.8 24.0 In line with increases in crude oail prices, the cost of resin
Dividend (sen) ) ) 70 70 70 hgs also been on the rise, glbeit at a _Iess volati_le rate.
i Figure 1 shows the fluctuations seen in crude oil prices
Payout Ratio . - 410 320 29.2 since 2005 and the impact this has had on global prices
PER (x) 135 938 7.0 55 5.0 for linear low density polyethylene (LLDPE) and
P/Cash Flow (x) - - 4.8 4.2 4.1 polypropylene (PP). Since resin constitutes about 90%
of BPP’s raw material costs, such increases result in
P/Book Value (x - - 1.7 15 12 . !
o ) ) higher costs for BPP. Even so, BPP has managed to
Dividend Yield (%) - - 58 5.8 5.8 pass on most of the cost to its customers. However,
ROE (%) - - 28.1 28.8 26.6 margins are still affected due to the timing differences

Net Gearing (%) - -

P&L Analysis (RM mil)

(8.5) Net Cash Net Cash

between receiving an order and the purchase of resin.
We are therefore ascribing a slight dip in margins for
FY06, with ASP and cost price assumptions for FY06 to
increase by 9% and 10% respectively (0% growth for
both previously).

EYE Dec (RMm) 2003 2004 2005 2006F 2007F

Revenue 649 1221 1605 2285 2548 Figure 1: LLDPE and PP prices relative to crude oil

Operati.ng' Profit 12.6 17.3 224 31.0 333 USD ~ LLDPE (LHS) ~ PP (LHS) USD

Depreciation -2.2 -3.2 -3.7 -4.7 -5.1 1700 1~ Qjl (RHS)

Interest Expenses -0.2 -0.3 -0.4 -0.4 -0.4 r73

Pre-tax Profit 129 179 234 316 347 19007 1

Effective Tax Rate 17.5 17.7 12.5 17.0 17.0 1300

Net Profit 10.7 14.7 20.5 26.2 28.8 1100 T 53

Operating Margin 19.5 14.2 14.0 13.6 13.1

Pre-tax Margin 199 146 146 138  13.6 900 1 T

Net-Margin 164 121 128 115 113 700 4 133
500 . . . . . . 23

Jan-05 Mar-05 Jun-05 Aug-05 Nov-05 Jan-06 Apr-06

Source: Bloomberg
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Figure 2: BPP’s revenue and EBIT margin comparison because the higher interest income offsets the fall in
% RVIM operating margins. BPP is in a net cash position with
16,0 1 8 BPP Revenue -8 BPP EBIT Margin - 50.0 minimal borrowings.

Going forward, Chemical Markets Associates, Inc.
(CMAI), an independent research company, has
forecasted that resin prices will continue to rise for the
coming years with rising demand. As Malaysia is a
leading film and bags producer (19% of the EU’s imports
r40.0 for films and bags are from Malaysia), the higher global
demand implies there is ample room for growth for BPP
120 1 and its peers. BPP is also at an advantage as it is one
L 35.0 of the Top 10 stretch film producers in the world.

r45.0
14.0 7

With higher production resulting from higher demand,
100 - . i i i L 300 BPP will also be in a position to achieve economies of
' 1005 ) 3 1 ' scale, enabling BPP to improve or at least maintain its
Q Q05 Q05 4Q05 Q06 margins. The capacity expansion in FY05, funded by
Source: Company Data . . . . .
the listing receipts, was in expectation of growing
demand.

Figure 2 highlights the falling quarterly EBIT margins in
line with rising oil and resin prices despite the increase

in revenue. The sharper fall in 4Q05 and 1Q06 margins Valuation & Recommendation

are also attributed to teething problems incurred with the . We are maintaining our BUY recommendation on BPP
new plant. Furthermore, the commencement of the new with a revised target price of RM1.68 (from RM1.59)
plant’s Line 1, which produ_ces stretch film, ha_s altered based on its peers average PER of 7.7x. We like the
BPP's stretch to blown mix from 70:30 previously to stock due to its decent earnings growth, constant
75:25. delivery of earnings, cheap valuations (5.5x FY06 EPS)

and a decent net dividend yield of 5.8%.

Similarly, the increase in stretch film production, which
traditionally has lower margins compared to blown film,
contributed to the fall in 1Q06 margins but also boosted
1Q06 revenue. Thus, we have imputed a higher yoy
increase in total FY06 production of 32%, compared with
20% previously. This is illustrated in Figure 3 below.
We believe margins will improve in the subsequent
quarters and have factored in contribution from the new
plant’s Line 2, which produces the higher-margin blown
products.

Figure 3: BPP's revenue and production comparison
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Source: Company Data, HLGS estimates

These revisions translate to an increase of 22.2% and
16.8% for FY06-07 revenue forecasts. FY06-07 net
profit forecast is also 9.6% and 17.4% higher
respectively.  On the other hand, FY06 net profit
margins have been reduced to 11.5% from 12.8%
previously. No changes were made to FY07 margins
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Equity Rating Structure and Definitions

DISCLAIMER

The info contained in this report is based on data and obtained from sources believed to be
reliable. However, the data and/or sources have not been independently verified and as such, no
representation, express or implied, is made as to the accuracy, adequacy, completeness or
reliability of the info or opinions in the report.

Accordingly, neither HLG Securities nor any of its related companies and associates nor person
connected to it accept any liability whatsoever for any direct, indirect or consequential losses
(including loss of profits) or damages that may arise from the use or reliance on the info or
opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. HLG Securities has no obligation to update its opinion or the information
in this report.

Investors are advised to make their own independent evaluation of the info contained in this
report and seek independent financial, legal or other advice regarding the appropriateness of
investing in any securites or the investment strategies discussed or recommended in this report.
Nothing in this report constitutes investment, legal, accounting or tax advice or a representation
that any investment or strategy is suitable or appropriate to your individual circumstances or
otherwise represent a personal recommndation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any
offer to buy any securities referred to herein.

HLG Securities and its related companies, their associates, directors, connected parties and/or
employeees may, from time to time, own, have positions or be materially interested in any
securities mentioned herein or any securites related thereto, and may further act as market maker
or have assumed underwriting commitment or deal with such securities and provide advisory,
investment or other services for or do business with any companies or entities mentioned in this
report. In reviewing the report, investors should be aware that any or all of the foregoing among
other things, may give rise to real or potential conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your
information and is made strictly on the basis that it will remain confidential. All materials
presented in this report, unless specifically indicated otherwise, is under copyright to HLG
Securities. This research report and its contents may not be reproduced, stored in a retrieval
system, redistributed, transmitted or passed on, direclty or indirectly, to any person or publis hed in
whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. HLG Securities
takes no responsibility for the content contained therein. Such addresses or hyperlinks (including
addresses or hyperlinks to HLG Securities own website material) is provided solely for your
convenience. The information and the content of the linked site does not in any way form part of
this report. Accessing such website or following such link through the report or HLG Securities’
website shall be at your own risk.

HLG Securities is a participant of the CMDRBursa Research Scheme and will receive
compensation for the participation.

Total return Is expected to exceed +10% over a 3-month period due to short-term positive development, but fundamentals are
not strong enough to warrant a Buy call. This is to cater to investors who are willing to take on higher risks

_HOLD o ._.._.._..Jotalreturnis expected to be between —10% to +10% overa 1z-monthperiod . ____ ___.
SELL Total return is expected to be below -10% over a 12-month period
TNOTRATED 7 7777 TTTTTTTTTHLGS does not provide research coverage or rating for this company. Report is intended as information only and notas a
recommendation
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