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Scientex
Expect stronger earnings in 2HFY24F

Scientex 1HFY7/24 CNP exceeded expectations, due to higher profit margin achieved
by its packaging segment through productivity gains, despite challenges from soft
export demand. While property launches in 1HFY7/24 fell short of expectations,
momentum is expected to increase in 2HFY7/24. Reiterate Buy with a higher SOP-based
TP at RM4.40.

Financial Highlights

FYE Jul 2022 2023 2024F 2025F 2026F
Revenue (RMm) 3,985.3 4,076.9 4,407.9 4,699.0 4,991.4
Core net profit (RMm) 419.0 474.2 562.1 598.1 636.8
Core EPS (Sen) 27.0 30.6 36.2 38.6 411
EPS growth (%) (7.8) 13.2 185 6.4 6.5
DPS (Sen) 9.0 10.0 11.0 12.0 13.0
Core PE (x) 145 12.8 10.8 10.1 9.5
Div yield (%) 2.3 2.6 2.8 3.1 3.3
ROE (%) 12.4 12.1 14.0 135 13.1
Net Gearing (%) 315 19.8 18.9 18.2 10.3
PBV(x) 2.0 1.8 1.6 1.5 1.3

Source: Company, CIMB Securities

1HFY7/24 results above our expectations but in line with consensus

In 2QFY7/24, Scientex reported a core net profit (CNP) of RM132m (-2.4% qoq, +17.7% yoy),
We have excluded one-off exceptional items of RM9m (primarily arising from gains on
disposal of investments in joint ventures) in our CNP calculation. This brought 1HFY7/24
CNP to RM267m (+18.8% yoy), which we deem as above our (54% of our full-year estimates)
but in line with the street’s expectations (49%). The better-than-expected results were due
to stronger-than-expected profit margin from its packaging segment due to operational
efficiency gains. As expected, no dividend was declared in 2QFY24. Scientex typically
declares dividends in the third and fourth quarters (FY23: 10 sen).

Soft export demand weighed down the packaging segment; but orders picking up
2QFY/24’s revenue for Scientex’s packaging segment fell 2.2%/2.9% gog/yoy. This decline
was due to softer export demand for its consumer packaging products. That said, its EBIT
improved significantly to RM64m (+26.8% qoq, +9.7% yoy) in 2QFY/24 as a result of the
stronger EBIT margin of 10.1% due to efficiency gains. Scientex revealed at its briefing that
there has been a gradual pickup in customer orders for its consumer packaging products.

Property segment posted arobust yoy growth driven by strong construction progress
2QFY/24’s property EBIT grew 42.8% yoy, fuelled by higher sales and strong construction
progress across its property projects. This led to an increase in the property segment’s
revenue share from 32% in 1HFY23 to 42% in 1HFY24, and its EBIT share rising from 60%
in 1HFY23 to 70% in 1HFY24. A total of RM657m gross development value (GDV) projects
were launched in 1HFY24 (1QFY24: RM277m, 2QFY24: RM380m). While lagging behind
(c.31%) its FY23 total launches: RM2.1bn, we are not overly concerned as the segment’s
sales tend to be back-end loaded in 2HFY (averaging at 56% in 2H in the past 5 FYs).
Unbilled sales were RM1.5bn as of Jan 2024 (vs. RM1.6bn as of Oct 2023).

Reiterate Buy with a higher TP at RM4.40 (from RM4.15) — a property play

Post-results, we raise our earnings forecast for the FY24F-FY26F by 14.2%-14.5% to factor
in (i) higher margin for its packaging segment; and (ii) higher sales contribution from the
property segment. Reiterate Buy with a higher SOP-based TP at RM4.40 (from RM4.15) —
which implies a 11x CY25F PE, in-line with its 5-year forward mean P/E. We have changed
our valuation approach for its property segment from P/BV to RNAV, to better reflect
Scientex’s fair value. We like its strong management track record and promising property
prospects. Downside risks: (i) weaker consumer packaging demand; (ii) slow take-up of new
property launches.
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Exhibit 1: Quarterly financial results

Change

FYE Jul Jan-23 Apr-23  Jul-23  Oct-23 Jan-24 Change (%) Cumulative %) CIMB
(RM m) 2QFY23 3QFY23 4QFY23 1QFY24 2QFY24 QoQ YoY 1HFY23 1HFY24 YoY FY24F 6M/F
Revenue 978.4 997.1 10715 11065 1,092.7 (1.2) 11.7 2,008.3  2,199.2 9.5 4,379.5  50%
~ Packaging 655.1 635.4 619.7 650.4 635.8 (2.2) (2.9) 13711  1,286.2 (6.2) 2,634.0 49%
~ Property 323.3 361.7 451.8 456.1 456.9 0.2 41.3 637.2 913.0 43.3 1,746.0 52%
Interest Expense (9.8) 8.2) (7.5) (6.9) (5.00 | (28.2) (49.1) (17.8) (11.9) (33.2)
Interest Income 0.5 25 1.2 0.9 1.1 24.2 104.2 1.1 2.0 75.3
Depreciation (30.9) (30.9) (31.5) (33.1) (32.9 (0.6) 6.4 61.4 66.0 7.6
EBITDA 178.4 180.8 180.5 221.6 224.2 1.2 25.7 356.2 445.8 25.2
Operating Profit 147.5 149.8 148.9 188.5 191.3 1.5 29.7 294.8 379.7 28.8
~ Packaging 58.3 44.5 24.3 50.4 64.0 26.8 9.7 115.2 114.4 (0.7) 190.3 60%
~ Property 89.1 105.4 1247 138.0 1273 | (7.7) 428 175.6 265.3 51.1 472.9 56%
Reported PBT 141.5 145.0 145.6 184.7 188.7 2.1 334 278.2 373.4 34.2
Taxation (29.1) (30.1) (37.2) (42.3) (43.0) 1.7 475 (52.4) (85.3) 62.6
Minority Interest (6.0) (5.1) 6.5 (4.6) 4.7 08 (22.7) (12.3) (9.3) (24.4)
Exceptional items (5.9) (4.3) (20.3) 2.7 9.0 240.0 (253.3) (11.4) 11.7 (202.3)
Reported Profit 106.3 109.8 114.9 137.8 141.0 2.3 32.7 2135 278.9 30.6
Adj. Net Profit 112.2 114.1 135.2 135.2 132.0 (2.4) 17.7 224.9 267.2 18.8 492.0 54%
EPS (sen) 6.9 7.1 7.4 8.9 9.1 2.3 32.6 13 18 41.9
Adj EPS (sen) 7.2 7.4 8.7 8.7 8.5 (24) 176 15 17 18.8
DPS (sen) - 5.0 5.0 - - nm nm - - nm
%-pts  %-pts %-pts
Effective tax rate (%) 20.6 20.8 255 229 22.8 0.1) 2.2 18.9 22.8 4.0
EBITDA margin (%) 18.2 18.1 16.8 20.0 20.5 0.5 2.3 17.7 20.3 25
Operating margin (%) 15.1 15.0 13.9 17.0 17.5 0.5 2.4 14.7 17.3 2.6
~ Packaging (%) 8.9 7.0 3.9 7.8 10.1 2.3 1.2 8.4 8.9 0.5
~ Property 27.6 29.1 27.6 30.3 27.9 (2.4) 0.3 27.6 29.1 15
Pretax margin (%) 14.5 14.5 13.6 16.7 17.3 0.6 2.8 13.9 17.0 3.1
Net margin (%) 11.5 11.4 12.6 12.2 12.1 (0.2) 0.6 11.2 12.1 1.0
Source: Company, CIMB Securities
Exhibit 2: Sum-of-parts valuation
Segment Valuation (RMm)
Manufacturing 11x CY25F PE 2,001
Property 30% discount to RNAV 4,826
Equity value (RMm) 6,827
Outstanding shares (m) 1,551
Target Price (RM/share) 4.40
Source: CIMB Securities
Exhibit 3: 5-year forward P/E
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Income Statement

FYE Jul (RMm)

Revenue

EBITDA
Depreciation/Amortisation
Operating income (EBIT)
Other income & associates
Net interest

Exceptional items

Pretax profit

Taxation

Minorities/pref dividends
Net profit

Core net profit

Balance Sheet

FYE Jul (RMm)

Fixed assets

Intangible assets

Other long-term assets
Total non-current assets
Cash & equivalent

Stock

Trade debtors

Other current assets

Total current assets
Trade creditors
Short-term borrowings
Other current liabilities
Total current liabilities
Long-term borrowings
Other long-term liabilities
Total long-term liabilities
Shareholders’ funds
Minority interests

Cash flow Statement

FYE Jul (RMm)

Pretax profit
Depreciation/Amortisation
Net change in working capital
Others

Cash flow from operations
Capital expenditure

Net investments & sale of fixed assets
Others

Cash flow from investing
Debt raised/(repaid)

Equity raised/(repaid)
Dividends paid

Others

Cash flow from financing
Net cash flow

Net cash/(debt) b/f

Net cash/(debt) c/f

Key Ratios

FYE Jul

Revenue growth (%)
EBITDA growth (%)
Pretax margins (%)

Net profit margins (%)
Interest cover (x)
Effective tax rate (%)
Net dividend payout (%)
Debtors turnover (days)
Stock turnover (days)
Creditors turnover (days)

Source: Bloomberg, CIMB Securities
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2022
3,985
681
(114)
561

(20)
9)
548
(116)
(23)
410
419

2022
1,464
330
1,783
3,582
191
449
872
380
1,892
820
921
38
1,779
250
132
382
3,110
198

2022
548
114
176

(101)
738

(172)

(487)

(8)

(668)

45

(153)
(15)
(123)
(52)
243
191

2022
9.0
@.1)
13.8
10.3
27.4
211
34.1
80
a1
75

2023
4,077
713
(124)
590
13
(34)
(36)
569
(120)
(11)
438
474

2023
1,558
305
1,571
3,439
166
377
874
649
2,066
790
767
120
1,677
70
145
215
3,392
214

2023
569
124
198
(86)
805

(123)

(150)

(270)
(352)

(162)
(45)
(560)
(25)
101
166

2023
2.3
4.8

13.9
10.7
17.6
211
35.4
78
34
71

2024F
4,408
890
(132)
758
14
(27)

745
(171)
(12)
562
562

2024F
1,476
305
2,071
3,857
168
408
945
649
2,169
854
767
120
1,741
120
145
265
3,799
214

2024F
745
132
(37)
(145)
695
(50)
(500)
(12)
(562)
50

(155)
(27)
(132)

166
168

2024F
8.1
24.7
16.9
12.8
285
23.0
30.4
78
34
71

2025F
4,699
940
(124)
816
15
(37)

793
(182)
(12)
598
598

2025F
1,402
305
2,571
4,283
171
435
1,008
649
2,262
911
767
120
1,798
170
145
315
4,211
214

2025F
793
124
(33)
(145)
739
(50)
(500)
(12)
(562)
50

(186)
(37)
(174)

168
171

2025F
6.6
5.6
16.9
12.7
21.8
23.0
31.1
78
34
71

2026F
4,991
972
(118)
854
15
(25)

844
(194)
(13)
637
637

2026F
1,335
305
2,771
4,415
156
462
1,070
649
2,337
968
467
120
1,554
170
145
315
4,662
214

2026F
844
118
(33)
(169)
760
(50)
(200)
(13)
(263)
(300)

(186)
(25)
(512)
(15)
171
156

2026F
6.2
3.4
16.9
12.8
335
23.0
31.7
78
34
71
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DISCLAIMER

The content of this report (including the views, opinions and recommendations expressed and the information contained in this report)
has been prepared by and belongs to CIMB Securities Sdn Bhd (formerly known as KAF Equities Sdn Bhd) (“CIMB Securities”).

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.

By accepting this report, you represent and warrant that you are entitled to receive this report in accordance with the restrictions in this
report and agree to be bound by the limitations in this report. 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, in whole
or in part, to any other person.

This report is general in nature and has been prepared for information purposes only. It is intended for distribution in Malaysia by CIMB
Securities to the clients of CIMB Securities, CIMB Investment Bank Berhad and CIMB Bank Berhad generally and does not have regard
to the specific investment objectives, financial situation and particular needs of any specific person who may receive this report.

The information, views, opinions or recommendations in this report are not and should not be construed or considered as an
offer, or solicitation to buy or sell, or an invitation to subscribe for, the securities of the company(ies), related investments or
other financial instruments or any derivative instrument, or any rights pertaining thereto.

You are advised to make your own independent evaluation of the information contained in this report, consider your own individual
investment objectives, financial situation and particular needs and consult your 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 report. The securities of the company(ies) may not be eligible for subscription or sale in all jurisdictions or to all categories of investors.

CIMB Securities may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or
change the periodicity of reports at any time. CIMB Securities has no obligation to update this report to include any material omission or
in the event of a material change to the information contained in this report.

CIMB Securities does not accept any obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant;
(ii) ensure that the contents of this report constitute all the information a prospective investor may require; (iii) ensure the adequacy,
accuracy, completeness, reliability or fairness of any views, opinions and recommendations; and accordingly, CIMB Securities as well as
its affiliates, related and associate corporations (and their respective directors, officers and/or employees) shall not be liable in any manner
whatsoever for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including lost income or profits and opportunity costs) in connection with any reliance thereon or usage of this report.
In particular, CIMB Securities disclaims all responsibility and liability for the views, opinions and recommendations set out in this report.

Unless otherwise specified, this report is based upon sources or data which CIMB Securities considered to be reasonable, correct and
reliable at the time of issue of this report. Such sources or data will, unless otherwise specified, for market data, be market data and
prices available from the stock exchange or market where the relevant security is listed, or, where appropriate, any other market.
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies),
information disseminated by regulatory information services, other publicly available information and information resulting from our
research.

Whilst every effort is made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts,
expressions of opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonable
as of the date of the document in which they are contained and must not be construed as a representation that the matters referred to
therein will occur. Past performance is not a reliable indicator of future performance. The value of your inve stments may go down and
you may lose some or all of your investments.

This report may contain information obtained from third party content providers. Reproduction and distribution of third party contents in
any form is prohibited except with the prior written consent of the related third party content provider.

Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of any information, including ratings,
and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the
use of such contents. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of
merchantability or fitness for a particular purpose or use. Third party content providers shall not be liable for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or
profits and opportunity costs) in connection with any use of their contents.

CIMB Securities as well as its affiliates, related and associate corporations (and their respective directors, officers and/or employees)
may own or have positions in securities of the company(ies) covered in this report or any securities related to it and may from time to time
add to or dispose of, or may be materially interested in, any such securities.

Further, CIMB Securities as well as its affiliates, related and associate corporations do and seek to do business with the company(ies)
covered in this 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 (for its own account or the account of its customers) and may also perform
or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as
well as solicit investment, advisory or other services from any company(ies) mentioned in this report.

CIMB Securities Sdn Bhd (formerly known as KAF Equities Sdn Bhd) 4
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CIMB Securities as well as its affiliates, related and associate corporations may enter into an agreement with the company(ies) covered
in this report relating to the production of research reports. CIMB Securities may disclose the contents of this report to the company(ies)
covered by it and may have amended the contents of this report following such disclosure.

The analyst(s) responsible for the production of this report certifies that the views, opinions and recommendations expressed herein
accurately and exclusively reflect his/her personal views, opinions and recommendations about any and all of the company(ies) or
securities analysed in this report and were prepared independently and autonomously.

In reviewing this research report, you should be aware that any or all of the foregoing, among other things, may give rise to actual or
potential conflicts of interest. Subject to the duties of confidentiality, additional information may be available, on request, at our sole
discretion.

RATING GUIDE

Stock Rating Definition

Buy The stock’s total return is expected to exceed 10% over the next twelve (12) months.

Hold The stock’s total return is expected to be between 0% and positive 10% over the next twelve (12) months.

Reduce The stock’s total return is expected to fall below 0% or more over the next twelve (12) months.
Note: The total expected return of a stock is defined as the sum of:
(a) the percentage difference between the target price and the current price; and
(b) the forward net dividend yields of the stock. Stock price targets have an investment horizon of twelve (12)

months.

Sector Rating Definition

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute
recommendation.

Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute
recommendation.

Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute
recommendation.

DISCLOSURE OF CONFLICTS OF INTEREST

Disclosure by CIMB Securities
CIMB Securities hereby declares that:

(@) CIMB Securities, CIMB Investment Bank Berhad and/or CIMB Bank Berhad has/have proprietary positions in the following securities
of the company(ies) mentioned in this report:

Nil

(b) CIMB Securities (only in respect of its Equities Research Department) received material benefit in relation to the production of this
report for the following companies mentioned in this report:

Nil

Disclosure by Analyst(s)

The analyst(s) who prepared this report declares that:

(@) Helshe received material benefit in relation to the production of this report for the following companies mentioned in this report:

Nil

(b) Helshe has/have an interest in the securities in the following company(ies) recommended in this report:

Nil

(c) Helshe serves as a director or board member of the following company(ies) mentioned in this report:

Nil

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/her coverage of company(ies) in the performance of his/her duties or the
correlation between his/her views, opinions or recommendations and the performance of the securities of the company(ies) and may also

participate in the solicitation of the businesses.

This report is distributed in Malaysia by CIMB Securities solely for the benefit of and for the exclusive use of the clients of CIMB Securities,
CIMB Investment Bank Berhad and CIMB Bank Berhad. Recipients of this report are to contact CIMB Securities at Level 14, Chulan

CIMB Securities Sdn Bhd (formerly known as KAF Equities Sdn Bhd) 5



Scientex

Tower, No. 3, Jalan Conlay, 50450 Kuala Lumpur in respect of any matters arising from or in connection with this report. CIMB Securities
has no obligation to update, revise or reaffirm its opinion or the information in this research report after the date of this report.

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