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BUY RM1.72 kici: 1,809.13 Good book to keep

Price Target : 12-Month RM 2.25
Reason for Report : Company update e Continuous product innovation should sustain
Potential Catalyst: Earnings accretive M&A Sasbadi’s long term earnings prospects

AllianceDBS vs Consensus: In line with consensus o Despite seasonally weak 1Q, we expect the

Analyst group to meet full year earnings target

AN el e (RN e Maintain BUY with RM2.25 TP

Continuous innovation. We visited Sasbadi recently
where management showcased their new products such

Price Relative as interactive bookmarks, and electronic tablets preloaded
R Relative Index with 93 book titles designed for teacher training programs
bt 200 as illustrated in figure 1. Although we do not expect these
" 189 new products to contribute significantly to Sasbadi in the
6 169 immediate term, we take comfort that continuous product
e T v innovation undertaken by the group will help to improve
13 129 its competitive edge and sustain its longer term growth
2 o prospects.
Jul-14 Oct-14 Jan-15
—sasbadi Holdings Berhad (LHS) Relative KLCI INDEX (RHS) On track to meet our full year earnings target.
Sasbadi’s quarterly earnings are impacted by seasonality
Forecasts and Valuation depending on the start of the school season. We
FY Aug (RM m) 2014A  2015F  2016F 2017F understand that for FYAug15, 2Q (Dec to Feb) is expected
EE:/TGSXG ;g g; 1(3)2 113’ to be the strongest quarter for the group driven by the
Pre-tax Profit 17 24 30 37 start of new school year for primary and secondary studies
Net Profit 12 18 22 27 up to Form 5. The acquisition of Pearson’s publishing
Net Pft (Pre Ex.) 15 18 22 27 rights and production files (IPs) in 2013 has enabled the
EPS (sen) 9.6 13.8 17.5 21.6 group to strengthen its position in the publication of upper
E7L T 5% () Lezze e {3 e S Al and post-secondary national school curriculum-based
EE? SEE (P/") o @ 43 27 2 educational materials. As such, 3Q (March to May) is
re Ex (%) 21 14 27 23 :
Diluted EPS (sen) 12.2 13.8 175 216 expected to be its second strongest quarter due to schools
Net DPS (sen) 0.0 6.9 8.8 10.8 reopening in May for Form 6 students. Therefore, even
BV Per Share (sen) 73.8 80.7 89.5  100.3 though 1Q15 earnings of RM1.6m accounted for only 9%
EE (PX> B 00 11-? E-i g-g 2-8 of our full year estimate, we deem its quarterly results
re £X. 5 5 5 . thh H H et
P/Cash Flow (X) = e o e }Nltfglhn expectations since this is a seasonally weak quarter
EV/EBITDA (X) 8.6 7.0 5.6 4.4 or the group.
I i )
ook v o) 00 49 31 ®3 " Maintain BUY, RM2.25 TP. We reiterate our BUY rating
Net Debt/Equity (X) CASH  CASH  CASH  CASH on Sasbadi, with DCF-derived TP of RM2.25. The stock is
ROAE (%) 131 17.1 206 228 trading at undemanding valuations (12.4x/9.8x/8.0x FY15-

Earnings Rev (%): i i i FY17F EPS). Yield is decent at 4% for FY15.

Consensus EPS (sen): 13.0 16.5 22.0 At A Glance
Other Broker Recs: B: 3 S:0 H: 0 Issued Capital (m shrs) 127
Mkt. Cap (RMm/US$m) 218/59.3

ICB Industry : Consumer Services

ICB Sector: Media Major Shareholders
Principal Business: Educational book publisher Law King Hui (%) 30.0
Lee Swee Hang (%) 15.0
. ) Lee Eng Sang (%) 10.0
Source of all data: Company, AllianceDBS, Bloomberg Finance L.P. Free Float (%) 45.0
Avg. Daily Vol.('000) 199
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INVESTMENT THESIS

Profile Rationale

Sasbadi Holdings (Sasbadi) is a market leader in the local M&A-led earnings expansion

educational publishing industry with ¢.9% market share. The | ® 3-year earnings CAGR (FY15-FY17) is expected to be
group is well managed with high ROE and superior strong at 22 %, driven by strong organic growth and
profitability, thanks to its lean operating structure and earnings accretive M&A initiatives in the fragmented
complementary business model. educational print publishing industry.

Star in the making

¢ Diversifying into educational services industry via the
establishment of applied learning centres will transform
the group into a more diversified educational group,
which could re-rate its share price over the long term.

Bright structural trend

¢ Riding on the structural trend of (1) increasing awareness
of human resource development as Malaysians march
towards high-income nation status by 2020, (2) increased
demand for sophisticated educational services & products
by middle-income parents, and (3) rising school enrolment
rates under MEB 2013-2025.

Compelling valuation
e Valuation is undemanding while yields are attractive based
on 50% payout ratio.

Valuation Risks

Reiterate BUY with RM2.25 TP. We reiterate our BUY rating | Paper cost fluctuation

on Sasbadi, based on DCF-derived TP of RM2.25. * Asudden surge in paper cost which represents 38% of
Sasbadi's COGS.

Change of education policies
e Failure to respond timely to changes in education policies.

Source. AllianceDBS
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Figure 1: Examples of new products: Interactive Bookmark and Teacher training tablet
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Segmental Breakdown

Margins Trend

FY Aug 2013A 2014A 2015F 2016F 2017F
Revenues (RM m)
Print Publishing 64 66 75 87 100
Online publishing 6 2 2 2 3
Applied learning products 4 5 6 7 7
Others 4 7 4 4 4
Total 78 79 87 100 114
Operating Profit (RM m)
Print Publishing 27 33 36 42 49
Online publishing 4 1 1 1 2
Applied learning products 2 3 3 3 4
Others 0 0 0 0 0
Total 32 37 40 47 54
Operating Margins (%)
Print Publishing 41.6 49.7 47.7 48.2 48.6
Online publishing 61.4 55.0 56.7 58.3 60.1
Applied learning products 39.2 50.0 50.0 50.0 50.0
Others 4.3 5.0 5.0 5.0 5.0
Total 41.2 459 46.3 47.0 47.6
Income Statement (RM m)
FY Aug 2013A 2014A 2015F 2016F 2017F
Revenue 78 79 87 100 114
Cost of Goods Sold (46) (42) (47) (53) (60)
Gross Profit 32 37 40 47 54
Other Opng (Exp)/Inc (15) 17) (16) 17) (18)
Operating Profit 18 20 24 30 36
Exceptional Gain/(Loss) 0 3) 0 0 0
Pre-tax Profit 18 17 24 30 37
Tax (5) (5) ) (8) 9
Net Profit 13 12 18 22 27
Net Profit before Except. 13 15 18 22 27
EBITDA 19 23 27 33 40
Growth
Revenue Gth (%) 20.3 1.9 9.7 14.2 14.2
EBITDA Gth (%) 221 18.0 17.5 23.8 20.5
Opg Profit Gth (%) 22.5 16.1 17.5 24.0 22.7
Net Profit Gth (%) 17.1 (3.9 43.2 26.8 23.3
Margins & Ratio
Gross Margins (%) 41.2 46.6 46.3 47.0 47.6
Opg Profit Margin (%) 22.5 25.7 27.5 29.9 32.1
Net Profit Margin (%) 16.4 15.4 20.1 22.4 241
ROAE (%) 221 13.1 17.1 20.6 22.8
ROA (%) 16.5 11.0 15.1 18.3 20.3
ROCE (%) 20.4 14.6 16.4 19.7 21.8
Div Payout Ratio (%) 63.5 69.4 50.0 50.0 50.0
Net Interest Cover (x) NM 62.9 NM NM NM

Source.: Company, AllianceDBS
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Quarterly / Interim Income Statement (RM m)

Revenue Trend
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Asset Breakdown (2015)

FY Aug 3Q2014 4Q2014 1Q2015
Revenue 18 18 16
Cost of Goods Sold (10) (10) (9)
Gross Profit 8 7 7
Other Oper. (Exp)/Inc 4) (5) (5)
Operating Profit 4 2 2
Pre-tax Profit 4 2 2
Tax (1) (1) (1
Net Profit 3 1 2
Net profit bef Except. 3 1 2
EBITDA 5 3 3
Growth

Revenue Gth (%) N/A (2.2) (7.0)
EBITDA Gth (%) nm (46.3) 11.5
Opg Profit Gth (%) nm (53.6) 14.1
Net Profit Gth (%) nm (59.5) 35.5
Margins

Gross Margins (%) 45.2 415 42.5
Opg Profit Margins (%) 23.2 11.0 13.5
Net Profit Margins (%) 16.7 6.9 10.1
Balance Sheet (RM m)

FY Aug 2013A 2014A 2015F 2016F 2017F
Net Fixed Assets 28 30 33 35 34
Invts in Associates & JVs 0 0 0 0 0
Other LT Assets 0 5 11 14 13
Cash & ST Invts 12 24 29 30 41
Inventory 15 20 19 22 24
Debtors 19 31 21 25 28
Other Current Assets 3 1 2 2 3
Total Assets 77 112 116 128 142
ST Debt 0 3 0 0 0
Creditor 2 7 2 2 2
Other Current Liab 6 3 8 8 9
LT Debt 0 0 0 0 0
Other LT Liabilities 4 4 4 4 4
Shareholder’s Equity 65 94 102 114 127
Minority Interests 0 0 0 0 0
Total Cap. & Liab. 77 112 116 128 142
Non-Cash Wkg. Capital 29 42 34 38 44
Net Cash/(Debt) 11 20 28 30 41
Debtors Turn (avg days) 74.0 115.1 109.9 84.4 84.4
Creditors Turn (avg days) 16.6 431 38.8 15.2 15.1
Inventory Turn (avg days) 151.8 161.6 164.7 152.2 151.1
Asset Turnover (x) 1.0 0.8 0.8 0.8 0.8
Current Ratio (x) 6.1 5.5 7.6 7.7 8.6
Quick Ratio (x) 3.9 3.9 5.3 5.3 6.2
Net Debt/Equity (X) CASH CASH CASH CASH CASH
Net Debt/Equity ex Ml (X) CASH CASH CASH CASH CASH
Capex to Debt (%) 246.9 184.8 6,060.6 4,292.9 505.1
Z-Score (X) 0.0 0.0 0.0 0.0 0.0

Source: Company, AllianceDBS
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Cash Flow Statement (RM m)

Capital Expenditure

FY Aug 2013A 2014A 2015F 2016F 2017F
14
Pre-Tax Profit 18 17 24 30 37 12
Dep. & Amort. 2 3 3 4 4 10
Tax Paid (4) (5) (7) (8) 9) 8
Assoc. & JV Inc/(loss) 0 0 0 0 0 6
Chg in Wkg.Cap. 0 (15) 8 (5) (6) 4
Other Operating CF 2 2 0 0 0 2
Net Operating CF 17 1 29 21 26 0 . :
Capltal EXp.(net) (1) (7) (12) (9) (1) 2013A  2014A  2015F 2016F 2017F
Other Invts.(net) 0 0 0 0 0 = Capital Expenditure ()
Invts in Assoc. & JV 0 0 0 0 0
Div from Assoc & JV 0 0 0 0 0
Other Investing CF 0 0 0 0 0
Net Investing CF (1 7 (12) 9) (1)
Div Paid (16) 9) (9) 11 (14)
Chg in Gross Debt 0 0 (3) 0 0
Capital Issues 0 23 0 0 0
Other Financing CF 0 0 0 0 0
Net Financing CF (16) 14 (12) (11) (14)
Currency Adjustments 0 0 0 0 0
Chgin Cash 0 9 5 1 1"
Opg CFPS (sen) 13.5 12.8 16.2 20.4 24.6
Free CFPS (sen) 12.4 (4.3) 13.3 9.9 19.4
Source.: Company, AllianceDBS
Target Price & Ratings History
in
1.83
RM i
173 S.No. Date CL(:isc':g T:rrizeet Rating
1. 29Sep14 164 2.25 Buy
163 3 2: 140ct14 160 225 Buy
3: 300ct14 170 225 Buy
153 4 15Jan15 141 225 Buy
4 5. 28Jan15 140 225 Buy
143
133 5
123
113 v
Jul-14 Nov-14

Source. AllianceDBS

Note : Share price and Target price are adjjusted for coporate actions.
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AllianceDBS Research recommendations are based an Absolute Total Return* Rating system, defined as follows:
STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return i.e. >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by AllianceDBS Research Sdn Bhd (“ADBSR") (formerly known as HwangDBS Vickers Research Sdn Bhd), a subsidiary of
Alliance Investment Bank Berhad (“AIBB") and an associate of DBS Vickers Securities Holdings Pte Ltd (“DBSVH"). This report is solely intended for
the clients of DBS Bank Ltd and DBS Vickers Securities (Singapore) Pte Ltd, its respective connected and associated corporations and affiliates
(collectively, the “DBS Vickers Group”) only and no part of this document may be (i) copied, photocopied or duplicated in any form or by any means
or (ii) redistributed without the prior written consent of ADBSR.

The research set out in this report is based on information obtained from sources believed to be reliable and ADBSR, its holding company AIBB, their
respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively, the “Alliance
Bank Group”) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are subject to change
without notice. This document is prepared for general circulation. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of
addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal or
financial advice. The Alliance Bank Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for
loss of profit) arising from any use of and/or reliance upon this document and/or further communication given in relation to this document. This
document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The Alliance Bank Group, along with its affiliates
and/or persons associated with any of them may from time to time have interests in the securities mentioned in this document. The Alliance Bank
Group may have positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking,
investment banking/corporate advisory and other banking services for these companies. They may also have received compensation and/or seek to
obtain compensation for broking, investment banking/corporate advisory and other services from the subject companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments.
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it may
not contain all material information concerning the company (or companies) referred to in this report.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on which
the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual results.
Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED UPON as a
representation and/or warranty by the Alliance Bank Group (and/or any persons associated with the aforesaid entities), that:

(@) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the
commodity referred to in this report.

DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research department,
nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months.

ANALYST CERTIFICATION

The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies
and their securities expressed in this report accurately reflect his/her personal views. The analyst also certifies that no part of his/her compensation
was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of the date the report is published,
the analyst and his/her spouse and/or relatives who are financially dependent on the analyst, do not hold interests in the securities recommended in
this report (“interest” includes direct or indirect ownership of securities).

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd., DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS"), their subsidiaries and/or other affiliates do not have a
proprietary position in the securities recommended in this report as of 18 Mar 2015.
2. DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates may beneficially own a total of 1% of any class of

common equity securities of the company mentioned as of 20 Mar 2015.

3. Compensation for investment banking services:
DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates may have received compensation, within the past 12
months, and within the next 3 months may receive or intends to seek compensation for investment banking services from the
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company mentioned.

DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking
transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information,
including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document
should contact DBSVUSA exclusively.

RESTRICTIONS ON DISTRIBUTION

General

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.

Australia

This report is being distributed in Australia by DBS Bank Ltd. (“DBS") or DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS"),
both of which are exempted from the requirement to hold an Australian Financial Services Licence under the Corporation Act
2001 ("CA") in respect of financial services provided to the recipients. Both DBS and DBSVS are regulated by the Monetary
Authority of Singapore under the laws of Singapore, which differ from Australian laws. Distribution of this report is intended
only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by the
Hong Kong Securities and Futures Commission.

Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd (" ADBSR") (formerly known as HwangDBS Vickers
Research Sdn Bhd). Recipients of this report, received from ADBSR are to contact the undersigned at 603-2604 3333 in
respect of any matters arising from or in connection with this report. In addition to the General Disclosure/Disclaimer found
at the preceding page, recipients of this report are advised that ADBSR (the preparer of this report), its holding company
Alliance Investment Bank Berhad, their respective connected and associated corporations, affiliates, their directors, officers,
employees, agents and parties related or associated with any of them may have positions in, and may effect transactions in
the securities mentioned herein and may also perform or seek to perform broking, investment banking/corporate advisory
and other services for the subject companies. They may also have received compensation and/or seek to obtain compensation
for broking, investment banking/corporate advisory and other services from the subject companies.
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‘\
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Wong Ming Tek, Executive Director, ADBSR

~—C

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.
198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial
Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert
Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons
only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising from,
or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are only
intended for institutional clients only and no other person may act upon it.

United
Kingdom

This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the meaning of
the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in the UK is
intended only for institutional clients.

Dubai

This research report is being distributed in The Dubai International Financial Centre (“DIFC") by DBS Bank Ltd., (DIFC Branch)
having its office at PO Box 506538, 3“ Floor, Building 3, East Wing, Gate Precinct, Dubai International Financial Centre (DIFC),
Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority. This
research report is intended only for professional clients (as defined in the DFSA rulebook) and no other person may act upon
it.

United States

Neither this report nor any copy hereof may be taken or distributed into the United States or to any U.S. person except in
compliance with any applicable U.S. laws and regulations. It is being distributed in the United States by DBSVUSA, which
accepts responsibility for its contents. Any U.S. person receiving this report who wishes to effect transactions in any securities
referred to herein should contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

AllianceDBS Research Sdn Bhd (128540 U)
(formerly known as HwangDBS Vickers Research Sdn Bhd)
19" Floor, Menara Multi-Purpose, Capital Square,
8 Jalan Munshi Abdullah 50100
Kuala Lumpur, Malaysia.
Tel.: +603 2604 3333 Fax: +603 2604 3921 email : general@alliancedbs.com
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