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L&P Global Berhad

Poised for attractive growth

Bloomberg: LPBHD MK | Stock Code: 0268
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Valuation / Recommendation

Results were within expectations, achieving 74.6% and 80.7% of our full year
revenue and profit forecasts for FY23 respectively. Profits were higher than
expected as GP margin rose yoy from 22.7% in 3QFY22 to 24.07% in 3QFY23
due to an increase in revenue and slight reduction in average timber price per
tonne.

We maintain a BUY recommendation on L&P with a revised TP of RM0.52 (down
from RM0.61) based on FY24F EPS 4.0 sen and a PE of 13x in line with the peer
average. We like the stock for its attractive expansion and diversification plans,
as well as its high technical capabilities. The company is well-positioned to
leverage on the growth of the wooden industrial packaging industry which is
driven by the preference for wood over plastics as material for wooden industrial
packaging.

Investment Highlights

Variation of expansion plans. L&P has adjusted its expansion strategy,
reallocating RM8mil of IPO proceeds to enhance existing factory utilisation in
Sungai Bakap, Kulai, and Perai, aiming for up to RM300mil in revenue at full
capacity. The company is acquiring the previously rented Kulai premise for
RM4.02 million, with the remaining CAPEX supporting renovation, machinery,
equipment, and vehicles for current factories.

With the expanded production capacity, the Group is strategically poised to
seize opportunities stemming from anticipated rising demand from both current
and new customers as the electronics/semiconductor industries regain
momentum. The Group anticipates that the intensifying trade tensions between
the US and China will drive MNCs to establish manufacturing facilities in
Malaysia and Vietnam, presenting advantageous prospects for L&P's business
expansion in these two markets.

Extension of expansion plan in the Southern region. As such, construction of
the new factory in Johor has been extended and is expected to start in 1Q26
and finish by 2Q27. The 85,000 sq. ft. factory will focus on box and crate
production, packing services, circular supply, and support for expansion into
Singapore.

Expansion of circular logistics business. The company intends to expand its
circular supply service offerings by extending logistics services to its existing
customers and venture into the collection of used industrial packaging products
which will be sent back to the company’s Sungai Bakap factory to reuse and
recycle. This value-add service will improve the company’s bottom-line margins
going forward.

The company aims to develop new circular programs to contribute to MNCs
ESG/Sustainability goals/performance, hence strengthening its position as
preferred supplier.

Risk factor. (1.) Continued weakening of the semiconductor and E&E
industries (2.) Customer concentration risk, as top 5 customers expected to
contribute around 61.2% of total revenue in FY23

Investment Statistics FY20 FY21 FY22 FY23F FY24F
Revenue 88.3 120.9 150.5 165.0 185.0
EBITDA (RM m) 13.8 22.0 22.6 29.9 33.0
PATMI (RM m) 9.9 14.3 14.7 19.9 22.5
Profit Margin (%) 1.2 11.9 9.8 121 11.5
EPS (sen) 1.8 2.6 2.6 3.6 4.0
EPS Growth (%) 124.3 455 2.8 35.0 13.1
BV Per Share (sen) 5.0 71 14.6 17.9 26.2
PE (x) 27.9 19.1 18.6 12.4 11.0
Dividend Yield (%) 5.1 34 2.0 1.5 1.6
Net Gearing (%) Debt Debt Debt Cash Cash
ROA 17.2 19.3 10.8 13.4 11.7

ROE 35.3 36.1 18.0 19.8 15.3
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Business Overview

L&P Global Berhad is an integrated industrial packaging solutions
provider where the solutions are integral parts of supply chain
management that enable optimal use of industrial packaging products
through cost-effective and efficient movement of goods throughout the
supply chain, inventory management and space usage.

Stock Return Information

KLCI (pts) 1,446.1
Expected Share Return (%) 18.2
Expected Dividend Yield (%) 1.5
Expected Total Return (%) 19.7
Price Performance 1™ 3M 12M
Absolute (%) 3.5% -3.3% -
Relative to Index (%) 3.1% -2.9% -

Stock Return Information

Market Cap (RM m) 246.4
Issued Shares (m) 560.0
52W High (RM) 0.71
52W Low (RM) 0.38
Estimated Free Float (%) 28.2

Beta vs FBM KLCI -

3-month Average Vol. (m) 17.4

B Pack Holdings Sdn Bhd 65.8%
Moviente Sdn Bhd 4.8%
B Line Sdn Bhd 3.2%

WA =04 (Aetal) @ P/Eof L
Px=049 6 P/Eof 23
Px=047 0 RJEof 22

P04 P/Eof 21

IPx=04 0P/Eof

/3

Rix=0410P/E 19K

Source: Mercury Securities, Bloomberg
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Quarter Results & Peer Comparisons

Quarter Results Comparison (RM m)

FY Dec 3Q2023 2Q2023 3Q2022

Revenue 45.6 39.6 15.2 42.0 8.6

COGS 34.6 30.2 14.8 325 6.7

Gross Profit 11.0 9.4 16.5 9.5 15.1
Other Income 0.5 1.0 -47.5 0.6 -9.7
Selling & Distribution Expenses 0.9 0.8 3.8 0.9 -1.7
Admin Expenses 3.3 2.7 283 2.8 21.0
Operating Profit 7.3 7.0 4.3 6.5 12.6
Finance Costs 0.3 0.3 11.5 0.5 -36.8
Profit Before Tax 7.0 6.7 4.0 6.0 16.3
Tax Expense 0.6 1.5 -59.1 1.4 -55.7
Net profit 6.4 52 21.9 4.6 37.6
Core net profit 6.4 5.2 21.9 4.6 37.6
EPS (sen) 1.14 0.94 213 0.83 37.3
Core EPS 1.14 0.94 213 0.83 37.3

Source: Mercury Securities, Bloomberg

Peer Comparison

Share Market
Price Cap (RM P/E (x) EPS (sen) EPS Growth P/BV (x)
RM m

Bloomberg
Ticker

Company

FY23 Current FY23 Current FY23 Current FY23 Current

Scientex Bhd SCI MK 3.60 5552.8 12.6 12.7 3.0 3.0 6.9% - 1.6 1.6
MITAG Group MTAG MK 0.45 306.7 104 124 40 36 - 95% 13 14
DS Sigma DSS MK 0.39 184.8 17.6 17.4 2.2 1.9 - -15.4% 1.8 1.7
EE: Holdings HPPHB MK 0.35 136.0 125 18.6 0.0 0.0 5.2% 1.9% 1.0 1.1
Average 13.3 18.3

Source: Mercury Securities, Bloomberg
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Key Financial Data

PROFIT & LOSS (RM m) FY Dec FY20
Net Revenue 88.3
Gross Profit 18.4
Other Operating Income 0.2
EBIT 12.0
Administrative Expenses 4.9
Profit from operations 12.0
Interest Income 0.0
Interest Expense 1.0
Profit Before Tax 11.0
Exceptional Items -
Taxation 1.1
Minority Interests 0.0
Profit After Tax (PATMI) 9.9
Preferred Dividends / Adjustments -
Recurring Net Profit 9.9
BALANCE SHEET (RM m) FY Dec FY20
Cash & Equivalents 5.7
Trade & Other Receivables 21.7
Inventories 12.8
Other Current Assets 0.9
Current Assets 411
Property, Plant & Equipment 13.1
Other Non-Current Assets 3.1
Non-Current Assets 16.3
Trade & Other Payables 6.9
Other Current Liabilities 9.7
Current Liabilities 16.5
Other Non-Current Liabilities 12.9
Non-current Liabilities 12.9
Share Capital 0.0
Retained Profits 211
Other Equity 6.8
Total Equity 27.9
CASH FLOW (RM m) FY Dec FY20
Profit Before Tax (PBT) 11.0
Other Operating Cash Flow 2.9
Changes in Working Capital -9.3
Tax Paid -1.3
Cash Flow from Operations 2.4
Other Investing Cash Flow 0.0
Cash Flow from Investing -0.8
Dividends Paid 0.0
Other Financing Cash Flow 3.2
Cash Flow from Financing 3.2

Source: Mercury Securities, Bloomberg
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0.0
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4.6
0.0
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14.7

FY22

6.7
63.2
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0.7
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29.7
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0.0
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FY22

19.3
54
-1.1
-3.8
18.7
-25.8
-28.5
-5.6
22.7
171

FY23F

165.0
37.9
0.3
25.9
10.3
24.6
1.3
1.0
24.9

5.0
0.0

19.9

19.9

FY23F

37.1
43.1
15.7
2.1
97.9
21.0
30.0
51.0
11.2
6.0
17.2
31.2
31.2
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58.1
0.0
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4.0
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Disclaimer & Disclosure of Conflict of Interest

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

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”,
“intend” and “expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such
forward-looking statements are based on assumptions made and information currently available to Mercury Securities Sdn Bhd. (“Mercury
Securities”) and are subject to known and unknown risks, uncertainties and other factors which may cause the actual results, performance or
achievement to be materially different from any future results, performance or achievement, expressed or implied by such forward-looking
statements. Caution should be taken with respect to such statements and recipients of this report should not place undue reliance on any such
forward-looking statements. Mercury Securities expressly disclaims any obligation to update or revise any forward-looking statements, whether
as a result of new information, future events or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.

Accordingly, neither Mercury Securities nor any of its holding company, related companies, directors, employees, agents and/or 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 information or opinions in this publication. Any information, opinions or recommendations contained
herein are subject to change at any time without prior notice. Mercury Securities has no obligation to update its opinion or the information in this
report.

This report does not have regard to the specific investment objectives, financial situation and particular needs of any specific person. Accordingly,
investors are advised to make their own independent evaluation of the information contained in this report and seek advice from, amongst others,
tax, accounting, financial planner, legal or other business professionals regarding the appropriateness of investing in any securities 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 represents a personal
recommendation to you. This report is not intended, and should not under no circumstances be considered as an offer to sell or a solicitation of
any offer or a solicitation or expression of views to influence any one to buy or sell the securities referred to herein or any related financial
instruments.

Mercury Securities and its holding company, related companies, directors, employees, agents, associates and/or person connected with it may,
from time to time, hold any positions in the securities and/or capital market products (including but not limited to shares, warrants and/or
derivatives), trade or otherwise effect transactions for its own account or the account of its customers or be materially interested in any securities
mentioned herein or any securities related thereto, and may further act as market maker or have assumed underwriting commitment or deal with
such securities and provide advisory, investment, share margin facility 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 and should exercise their own judgement before making any investment decisions.

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, are under copyright to Mercury Securities. This
research report and its contents may not be reproduced, stored in a retrieval system, redistributed, transmitted, or passed on, directly or indirectly,
to any person or published 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. Mercury Securities takes no responsibility for the content contained
therein. Such addresses or hyperlinks (including addresses or hyperlinks to Mercury Securities own website material) are provided solely for your
convenience. The information and the content of the linked site do not in any way form part of this report. Accessing such website or following
such link through the report or Mercury Securities’ website shall be at your own risk.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard to
the laws of the jurisdiction in which you are located.

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers;
and no part of the research analyst’'s compensation was, is or will be, directly or indirectly, related to the specific recommendations or views
expressed in the report.
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Recommendation Rating

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without notice. Hence, the
recommendation rating only applicable to stocks under the list. Stocks out of the coverage list will not carry recommendation rating as the analyst may
not follow the stocks adequately.

Mercury Securities has the following recommendation rating:

BUY Stock’s total return is expected to be +10% or better over the next 12 months (including dividend yield)

Stock’s total return is expected to be within +10% or -10% over the next 12 months (including dividend

HOLD yield)

SELL Stock’s total return is expected to be -10% or worse over the next 12 months (including dividend yield)
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