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e Sasbadi undertakes the print publishing of educational materials
for primary and secondary schools under the Malaysian National
School Curriculum. In addition, it also publishes other non-
curriculum based educational materials and engages in online
publishing.

e In April 2016, the company received a licence to sell its digital/
online learning under a multi-level marketing structure.
Management guided that they expect FY17 to be a turning point
for digital awareness as well as contributions to the group. Thus
far, management indicates that sales from MLM have grown
seven-fold over three months.

e The company claims that its business is almost recession-proof,
as it benefits from the government's yearly allocated expenditure
on education. They also expect to benefit from Malaysia's
Education Blueprint (MEB) 2013-25.

e Bloomberg consensus expects a 5% EPS decline in FY16 before
growing by 36% in FY17. The stock trades at 14.9x FY17 P/E.

(SASB MK / SAHO .KL)
Company name

Sasbadi Holdings

Current price (RM) 1,18

Mkt cap (US$ mn) 78.1

Daily trad vol - 6m avr (mn) 0.37

Daily trad val - 6m avr (US$ mn) 0.11

YE Aug FY14A FY15A FY16E FY17E
Revenue (RM mn) 79 87 98 110
EBITDA (RM mn) 20 04 o7 35
PAT (RM mn) 12 15 16 22
EBITDA margin (%) 25% 27% 28% 32%
Net margin (%) 15% 18% 17% 20%
EPS (RM) 0.06 0.06 0.06 0.08
P/E (x) 20.7 19.3 20.3 14.9
Dividend yield (%) 0.0 2.1 2.4 2.4
P/B (x) 3.2 2.8 2.0 2.0
ROE (%) n/a 15.4 1.7 13.5
Net debt (cash)/equity (%) -21.6 1.0 -93.4 -28.8

Source: Company data, Bloomberg estimates.

Back to school

Sasbadi is synonymous with school textbooks in Malaysia. The
company prints National School Curriculum based textbooks for
primary and secondary schools. It also produces supplementary
educational materials (revision guides, workbooks, assessment
books), general title books and has online publishing. According to
management, conventional academic print contributes ~85% to sales,
followed by ~7% applied learning and 5% digital. The remainder
comprises publishing general title books, distribution of third-party
publications and paper trading.

Education gone modern—turning point for digital learning
Recognising the gradual shift from traditional print to digital, Sasbadi
has been creating digital educational solutions since 2011. Examples
include: (1) "Interative Bookmarks", app-based learning materials
delivered in the form of interactive quiz games and tutorial videos; and
(2) "Augmented Reality" which mixes real and virtual worlds so that
readers can see, hear and interact with 3D animations that "pop out"
of the books into the real environment.

Figure 1: One of Sasbadi's Augmented Reality series
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Source: Company website.

The company is cognisant that awareness of its digital offerings is
fairly muted (we only discovered their products upon visiting them).
Thus, it has applied for a license to sell its digital/online learning under
a multi-level marketing (MLM) structure and has obtained approvals in
April 2016. With MLM in place, management expects 2017 to be a
turning point for digital awareness as well as the group's revenue.
Management indicates that MLM sales have grown seven-fold
between June and September 2016. They expect a 40-45% gross
profit margin.

Almost recession-proof business?

Since entering the publishing industry in 1981, Sasbadi claims to have
been profitable every year. The government typically allocates about
20% of its annual budget to education expenditure (school textbooks,
cash handouts for books, book vouchers etc.), which management
expects to trickle down to companies like Sasbadi. It would also
benefit from Malaysia's education blueprint (MEB) 2013-25, which
aims to increase compulsory schooling from 6 to 11 years by 2020.

Consensus: FY17 EPS to grow 36%

Bloomberg consensus estimates a 5% EPS dip in FY16 before
growing by a strong 36% in FY17. Management guided that higher
resources have been used for the recent textbook tender participation
in FY16. Essentially, the Ministry of Education decided to revise the
curriculum for selected standards in primary and secondary schools to
incorporate digital/multi-media elements and has thus called for new
textbook tenders. According to management, Sasbadi won RM9.4 mn
in total contracts. The cost involved in this tender process will be
recognised in FY16 while a contribution would come through only
upon delivery by year-end (Sasbadi has an August year-end).

The stock trades at 14.9x FY17 P/E, offering a 2.4% yield and is in a
net cash position.

According to the company, key risks include fluctuations in paper cost,
which makes up 40% of their COGS, any loss of contract revenue and
failure to respond in a timely manner to changes in education policies.

DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, LEGAL ENTITY DISCLOSURE AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse
does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.



\ 20 October 2016

CREDIT SUISSE Asian Daily

Companies Mentioned (Price as of 19-Oct-2016)
Sasbadi Holdings (SAHO.KL, RM1.18)

Disclosure Appendix

Important Global Disclosures

I, Joanna Cheah, CFA, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this
report.

The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's total
revenues, a portion of which are generated by Credit Suisse's investment banking activities
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2011.

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, including
an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other
circumstances.

Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the company
at this time.

Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or investment view
on the equity security of the company or related products.

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst's expectations for the fundamentals and/or valuation of
the sector* relative to the group’s historic fundamentals and/or valuation:

Overweight : The analyst's expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.

Market Weight : The analyst's expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
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Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 53% (55% banking clients)
Neutral/Hold* 29% (24% banking clients)
Underperform/Sell* 18% (44% banking clients)
Restricted 0%

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underp erform most closely
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Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the market
that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer to
Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research-and-
analytics/disclaimer/managing_conflicts_disclaimer.html

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot be
used, by any taxpayer for the purposes of avoiding any penalties.

For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated within
the past 12 months, please refer to the link: https://rave.credit-suisse.com/disclosures/view/report?i=263466&v=6dpywaoh0w3kg9s8hnb2an7pr .

Important Regional Disclosures
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.

The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit Suisse does
not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; SVS--
Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html.

Principal is not guaranteed in the case of equities because equity prices are variable.

Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.
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Credit Suisse Securities (Malaysia) SAN BRd. ..............cccccooirieine e Joanna Cheah, CFA

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important disclosures
regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research analysts with
FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the NASD Rule 2711
and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.
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suisse.com/disclosures or call +1 (877) 291-2683.
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