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Goodpack Ltd

Ample room for growth; maintain BUY

Strong set of results as expected. Goodpack Limited
reported 3QFY10 revenue of US$30.6m (+26.9% YoY, -5.5%
QoQ) and PATMI of US$9.0m (+39.6% YoY, -7.5% QoQ) last
Friday. Both topline and bottomline were largely in line with
the market's expectations and ours. Management attributed
the strong YoY growth to continued demand recovery from
existing business verticals. While the results were lower QoQ,
we note that they were mainly due to seasonal factors and, to
a smaller extent, higher depreciation expenses. For 9MFY10,
revenue clocked US$88.8m (+12.8%), meeting 74.8% of our
full-year sales forecast (72.4% of consensus), while PATMI
hit US$26.1m (+19.8%), or 75.0% of our earnings estimate
(76.4% of consensus).

Positive signs for further growth. All product verticals posted
robust double-digit growth as compared to 3QFY09, with
synthetic rubber registering the highest percentage increase,
followed by juices and then natural rubber (slower growth due
partially to higher base). Management believes the recovery
was fueled by genuine demand, and not short-term restocking
activities. The group also updated that it is making significant
headways in its efforts to penetrate into new product verticals.
The automotive parts segment, for example, is currently
conducting trials with several first-tier suppliers of major car
manufacturers, thanks to a dedicated team set up by the group.
Should these trials turn into actual transportation channel for
the automotive parts, we see immense growth potential for
the group, given the huge total available market in the
automotive industry.

Maintain cautiously optimistic view. Nevertheless,
management prefers to keep a cautiously optimistic stance
on the outlook, noting that the economic environment in which
the group is operating in remains challenging. Some of the
challenges likely faced by Goodpack, we note, include uneven
demand, volatility in forex and interest rates and fluctuation in
operating and energy costs. However, Goodpack adds that it
is well-positioned to ride on the recovery. To relieve any stress
on its balance sheet (and capex requirements), management
is also adopting a third-year leasing scheme with its Chinese
partner for its Intermediate Bulk Containers (IBCs).

Maintain BUY. We are holding our FY10-11 forecasts intact
as the results were in line with our expectations. However, as
we roll our valuations into FY11, our DCF-based fair value is
now raised to S$1.77 from S$1.51 previously. We continue to
like Goodpack for its growth potential and its market leadership,
and we see room for improving margins via its trade-lane
optimization initiatives. Maintain BUY.

Please refer to the important disclosures at the back of this document.
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Goodpack's Key Financial Data

Goodpack Results 3Q09 3Q10 % Chg 2Q10 % Chg
Year Ended 30 Jun (US$ m) (US$m) (US$m) (YoY) (US$m) (QoQ)
Revenue 241 30.6 26.9% 32.3 -5.5%
Other operating income -0.4 -0.2 -49.1% 0.4 nm
Logistic and handling costs -7.3 -11.0 49.8% -11.2 -1.5%
Raw materials and consumables used -0.6 -0.6 3.8% -0.4 58.7%
Employee benefits expense -2.0 -2.6 29.6% -2.4 9.8%
Depreciation and amortization expense -4.3 -4.3 -0.2% -3.8 11.9%
Other operating expenses -1.7 -1.1 -34.6% -2.6 -58.2%
Profit from operations 7.8 10.7 38.3% 12.4 -13.1%
Finance costs -0.7 -0.4 -44.9% -1.0 -60.0%
Share of results of associates 0.0 0.0 nm 0.0 nm
Profit before tax 7.0 10.3 47.0% 11.3 -8.8%
Income tax expense -0.4 -1.0 164.9% -1.3 -23.8%
Minority interests -0.2 -0.3 59.9% -0.2 20.1%
Net Profit 6.5 9.0 39.6% 9.7 -7.5%

Goodpack's Key Financial Data

EARNINGS FORECAST BALANCE SHEET

Year Ended 30 Jun (US$m) FY08 FY09 FY10F FY11F Asat30Jun (US$m) FY08 FY09  FY10F  FY11F
Revenue 99.6 102.4 118.6 125.1 Bank and cash balances 14.5 285 419 69.8
EBITDA 46.6 478 58.7 62.9 Other current assets 53.3 51.9 58.1 60.8
Depreciation & amortization -11.3 -14.7 -16.9 -18.4  Property, plant, and equipment 200.7 2435 256.9 253.8
EBIT 354 33.1 419 44.5 Total assets 2756 3323 365.0 3922
Finance costs 2.9 -3.6 -3.0 -3.2 Debt 86.1 126.4 119.1 11941
Associates and JVs 0.0 0.0 0.0 0.0 Current liabilities excluding debt 17.5 21.0 214 21.9
Profit before tax 325 294 38.9 41.3 Total liabilities 111 155.6 148.7 149.2
Income tax expense 2.3 2.8 -3.8 -3.5 Shareholders equity 162.4 1744 2134 2394
Minority interests -0.6 -0.8 0.7 -0.7  Minority interests 21 2.2 29 36
PATMI 29.5 259 343 37.1  Total equity and liabilities 2756 3323 365.0 3922
CASH FLOW

Year Ended 30 Jun (US$m) FY08 FY09 FY10F FY11F KEY RATES & RATIOS FY08 FY09  FY10F  FY11F
Op profit before working cap. chg. 459 472 58.9 62.4 EPS (US cents) 6.3 5.6 74 7.9
Working cap, taxes and int -17.8 44 -12.8 -8.4 NTA per share (US cents) 341 35.6 44.0 49.6
Net cash from operations 28.2 429 46.1 54.0 EBIT margin (%) 35.5% 32.3% 35.3% 35.6%
Purchase of PP&E -80.2 -58.2 -30.0 -15.0  Net profit margin (%) 29.6% 25.3% 28.9% 29.6%
Other investing flows 1.7 -1.2 0.0 0.0 PER(x) 16.4 18.7 14.2 13.1

Investing cash flow -81.9 -59.4 -30.0 -15.0 Price/NTA (x) 31 29 24 21

Financing cash flow 59.2 31.7 2.7 -11.0 EVIEBITDA (x) 121 12.3 9.7 8.6
Net cash flow 54 15.1 134 28.0 Dividend yield (%) 2.0% 1.9% 2.3% 2.6%
Cash at beginning of year 9.3 14.5 28.5 419 ROE (%) 20.0% 15.6% 17.8% 16.4%
Cash at end of year 14.5 285 41.9 69.8 Net gearing (%) 44.1% 56.1% 36.2% 20.6%

Source: Company data, OIR estimates
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SHAREHOLDING DECLARATION:
The analyst/analysts who wrote this report holds NIL shares in the above security.

RATINGS AND RECOMMENDATIONS:

OCBC (ljnvestment Research’s (OIR) technical comments and recommendations are short-term and trading
oriented.

- However, OIR’s fundamental views and ratings (Buy, Hold, Sell) are medium-term calls within a 12-month
investment horizon. OIR’s Buy = More than 10% upside from the current price; Hold = Trade within +/-10%
from the current price; Sell = More than 10% downside from the current price.

- For companies with less than S$150m market capitalization, OIR’s Buy = More than 30% upside from the
current price; Hold = Trade within +/- 30% from the current price; Sell = More than 30% downside from the
current price.

DISCLAIMER FOR RESEARCH REPORT

This report is solely for information and general circulation only and may not be published, circulated,
reproduced or distributed in whole or in part to any other person without our written consent. This report
should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities
mentioned herein. Whilst we have taken all reasonable care to ensure that the information contained in this
publication is not untrue or misleading at the time of publication, we cannot guarantee its accuracy or
completeness, and you should not act on it without first independently verifying its contents. Any opinion or
estimate contained'in this report is subject to change without notice. We have not given any consideration
to and we have not made any investigation of the investment objectives, financial situation or particular
needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is fglven and no
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient
or any class of persons acting on such information or opinion or estimate. You may wish to seek advice
from a financial adviser regarding the suitability of the securities mentioned herein, taking into consideration
your investment ogect/ves, financial situation or particular needs, before mak/ng a commitment to invest in
the securities. OCBC Investment Research Pte Ltd, OCBC Securities Pte Ltd and their respective connected
and associated corporations together with their respective directors and officers may have or take positions
in the securities mentioned in this report and may also perform or seek to perform broking and other
investment or securities related services for the corporations whose securities are mentioned in this report
as well as other parties generally.

Privileged/Confidential information may be contained in this message. If you are not the addressee indicated
in this message (or responsible for delivery of this message to such person), you may not copy or deliver
this message to anyone. Opinions, conclusions and other information in this message that do not relate to
the official business of my company shall not be understood as neither given nor endorsed by it.
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