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Teo Seng Capital Bhd 
 Rating Fair Value 

Last Price - RM1.22 

Hatching Gains 
Kenanga Trading Buy RM1.45 

Consensus  - 

By Vincent Tee Wee Heng l vincent.tee@kenanga.com.my  
 

INVESTMENT MERIT 

We rate TEOSENG a “Trading Buy” with a Fair Value of 
RM1.45. We see the group benefiting from normalising egg 
prices and favourable input prices. In addition, the group is 
regionally diversified and on track to produce 5.0m 
eggs/day(+25%) by FY22. Coupled with being the only egg 
player in Malaysia with complementary businesses, we 
believe our valuation based on a PER of 10x (+1SD of its 3-
year mean) on its FY20E EPS of 14.5 sen is fair. 

Positive from normalising egg prices and favourable input cost. 
Net profit fell sharply in FY17 to RM3.5m (-83%,YoY) as egg prices fell 
to a 5-year low of 30.2 sen (Source: Department of Veterinary), due to 
severe oversupply. This was worsened by higher feed import costs (i.e. 
maize, soybean), resulting from the weakening of the MYR (to 
RM4.25/USD). However in FY18, egg prices recovered to a 4-year high 
(FY15-FY18) of 32.7 sen (+8%), as the layer industry implemented an 
early depopulation to cull total production. Meanwhile, lower soybean 
prices (c.USD910/mt, -5% YoY) which was likely due to the US-China 
trade war have benefited the group. Going forward, we expect these 
favourable situations to persist with the 9MCY19 egg prices already at 
c.34.0-38.5 sen. And, the unlikely truce between China and U.S in the 
near term may keep soybean prices low. 

Regionally diversified with capacity expansion on track. 
TEOSENG’s revenue achieved a CAGR of 6.5% from FY14-FY18, 
backed by the group’s expansion plan since FY14 to achieve an output 
of 5.0m eggs/day (+67%) by FY22. The group’s capacity currently 
stands at 4.0m eggs/day. Throughout this period, the group has 
expanded its market regionally to even out cyclical risk with exports 
accounting for 40% of its FY18 sales. This is evident through its 
strategic farm locations primarily located in Johor, of which half is 
accredited by the Singapore Food Agency. The group also benefits 
from the higher egg ASP (c.3-4 sen higher) in Singapore which 
translates into better margins. 

Self-sufficiency could support earnings. TEOSENG is the only egg 
player in Malaysia with complementary businesses such as: (i) feed mill 
plant; (ii) animal and health care product; (iii) paper egg tray plant; (iv) 
automated fertiliser plant; and (v) a central packaging system. This 
provides better operational efficiency and reduces reliance from third 
party sources. The synergies are demonstrated by the group’s better 
PBT margin of 8.4% in FY18 as compared to LTKM of 4.0%. In 
addition, we believe such business structure could be difficult to 
replicate as it requires scale and expertise. 

Earnings estimates. 2QFY19 recorded a poorer set of results which 
we believe is normal owing to the lapse between CNY festivities and 
fasting season. Thus, we expect a seasonally stronger 2HFY19 for the 
group with higher sales volume supported by the progressive 
expansion of the group’s daily egg production capacity. With this, we 
believe FY19E/FY20E sales could amount to RM574.0m/RM605.5m 
(+17%/+6%) driven by the said higher sales volume. Meanwhile, 
earnings could improve to RM41.3m/RM43.2m (+36%/+5%) due to 
better operational efficiency and margins attributed to its 
complementary businesses and better egg prices. We also impute a 
dividend pay-out of 30% (4.1sen/4.3sen), as the company’s intended 
pay-out policy stands at 20-50% of PAT. 

Trading buy with a FV of RM1.45. Our ascribed TP is based on a 
PER of 10.0 on FY20E EPS. The applied valuations (in-line with the 
stock’s +1SD over its 3-year mean) are above the average of 8.0x 
Fwd. PER. We believe this is fair, premised on: (i) more stable egg 
price and cost environment in the future, (ii) increasing diversification in 
export markets, (iii) gradual expansion in its complementary 
businesses to provide better earnings security, and (iv) more robust 
dividend yields backed by better earnings visibility.  
 

 

 

Stock Information 

Shariah Compliant No 
Stock Name TEO SENG CAPITAL 

BHD 
CAT Code 7252 
Industry Food 
Industry Sub-sector Poultry 
YTD stock price chg 26.42% 
Market Cap (RM’m) 365.66 
Shares Outstanding (m) 299.73 
52-week range (Hi) 1.43 
52-week range (Low) 0.735 
3-mth avg daily vol 1,025,813 
Free Float 31.0% 
Beta 1.11 
Altman’s Z-score 2.96 
 
Major Shareholders 

Emerging Glory Sdn Bhd 54.3% 
Evli Fund Management Co Ltd 2.7% 
Public Islamic Oppo Fund 2.5% 

 
Financials 

FY Dec (RM m)  2018A   2019E   2020E  
Revenue 490.3 574.0 605.5 
Gross Profit 158.0 175.1 184.7 
Profit Before Tax 41.3 56.1 58.7 
PATAMI 30.4 41.3 43.2 
EPS (sen) 10.1 13.8 14.5 
BV/Share (RM) 0.9 1.0 1.1 
PER (x) 12.0 8.9 8.5 
Price/BV (x) 1.3 1.2 1.1 
Net Gearing (x) 0.5 0.4 0.3 
DPS (sen) 0.0 4.1 4.3 
Div Yield (%) 0.4% 3.4% 3.5% 
    
Quarterly Financial 
Data (RM’m) 4Q18  1Q19  2Q19 

Revenue 147.2 150.5 121.2 
PBT/(LBT) 24.8 29.2 6.5 
PATAMI 17.3 22.1 5.1 
Basic EPS (sen) 5.8 7.4 1.7 
Revenue Growth (QoQ) 17.5% 2.2% -19.4% 
EPS growth (QoQ) 146.2% 28.0% -76.9% 
PATAMI Margin 11.7% 14.7% 4.2% 
    

Peer Comparisons 
PER 

(2y-fwd) 
Div. Yld 

(%) 
Mkt Cap 
(RM’m) 

    
CCK 10.0 3.5% 326.0 
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Other salient points 

Risk to our call includes TEOSENG’s cyclical risk due to its pure egg play integrated livestock segment (ILF) (contributing 
c.83%-90% of FY15-FY18 revenue). Note that in FY17, despite a marginal decline of average egg ASP to 30.2 sen (-3.7%), the 
group’s PBT dropped significantly to RM4.1m (-84.3%). In addition, no dividends were declared during that year. However, in FY18, 
PBT jumped to RM41.3m (+911.0%) due to the recovery of average egg ASP to 32.7 sen (+8.4%). Thus, any weakness displayed in 
the share price can be seen as an opportunity, as we believe the group’s well-integrated supply chain is better positioned to ride the 
poultry market against other poultry players. 

Malaysia Egg Price 
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Source: DVS Malaysia 

 
Daily Charting – Teo Seng Capital Berhad 

 

 

Comment: TEOSENG has been on an uptrend since mid-August 
this year as its 20-day SMA gradually trended and broke above all 
key-SMAs. Recently, we note that the 50-day SMA appears to be 
staging a formation of a “Golden-Cross”, signifying strong buying 
interest. All in, given the uptick in key-technical indicators coupled 
with above average trading volume, we expect the share to test its 
immediate resistance at RM1.27 (R1) and RM1.40 (R2). On the 
flipside, downside support can be seen at RM1.15 (S1) and RM1.00 
(S2) 

 
 

About the stock: 

Name : Teo Seng Capital Berhad 

Bursa Code : TEOSENG 

CAT Code : 7252 

 

Key Support & Resistance level 

Resistance  : RM1.27 (R1) RM1.40(R2)  

Support : RM1.15 (S1) RM1.00(S2)  

Outlook : Bullish 

Source: Kenanga Research 
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CORPORATE STRUCTURE  BUSINESS OVERVIEW 

 

Source: Company 

TEOSENG operates in the egg segment and investment 
and poultry related segment, since 1992. The company is 
engaged in both the upstream and downstream segments 
in the poultry industry. Its business division includes: (i) 
integrated livestock segment, and (ii) Investment and 
trading of poultry segment.  

BUSINESS SEGMENTS 

TEOSENG operates within two core segments, being; 

• Integrated livestock farming and the investment and 
trading of poultry segment 

1. Layering of eggs 

2. Feed mill plant 

• Investment and trading of poultry segment  

1. Veterinary products 

2. Paper egg tray 

3. Fertiliser trading segment 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not make 
any representations as to its accuracy or completeness.   Any recommendation contained in this document does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person who may read this document. This document is for the 
information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga Investment Bank 
Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any solicitations of an offer to 
buy or sell any securities.  Kenanga Investment Bank Berhad and its associates, their directors, and/or employees may have positions in, and may 
effect transactions in securities mentioned herein from time to time in the open market or otherwise, and may receive brokerage fees or act as 
principal or agent in dealings with respect to these companies. 
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