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 Sustained momentum in livestock’s segment  

 

Summary 
 Leong Hup International Bhd’s (LHI) 2Q21 net profit grew 30.1% YoY and 10.6% QoQ 

to RM30.5m, bringing a significant jump of 164.9% in 1H21 net profit as compared 
to 1H20. However, the results came in slightly below our expectations, amounting to 
44.7% our forecast of RM225.7m. Key drivers include better margins arising from (i) 
higher ASP and sales volume of day-old-chicks (DOC) in Indonesia and Malaysia, (ii) 
favourable ASP and sales volume of broiler chickens in Philippines and Malaysia 
and (iii) the expansion of its business-to-consumer (B2C) channel in Malaysia.  

 

 YoY, LHI’s net profit rose 87.5% due to higher revenue from Indonesia, Malaysia and 
Philippines, primarily contributed by the higher ASP and sales volume of DOC in 
Indonesia, as well as broiler chickens in Philippines. The growth was partially offset 
by lower ASP of eggs in Malaysia. QoQ, however, LHI’s net profit dipped 56.6% 
despite a higher revenue, mainly due to an increase in raw material costs.  

 

 Soybean price remained elevated in 2Q21, rising 7.6% QoQ owing to prospects of 
tighter market conditions amid higher foreign demand. Likewise, the maize price 
increased 10.3% QoQ due to supply concerns over unfavourable weather as well as 
heightened export demand. Time lags in the pass-through of cost inflation to ASP 
have caused a transient negative impact on feedmill segment EBITDA (-23.8% QoQ).  

 

 Moving forward, we expect the raw material cost inflation will be gradually priced 
into ASP, thereby contributing to a relatively stable margin, considering LHI’s 
stockpiling practice on raw material. Meanwhile, while ASP may fluctuate between 
phases of lockdowns, sales volume should remain stable should the reopening of 
economic activities go on.   

 

 LHI remained committed to its downstream expansion plan (The Bakers Cottage) 
despite the disruptions caused by the implementation of movement restriction 
measures due to Covid-19 outbreak in Malaysia. To date, LHI is running 139 active 
outlets in Malaysia, targeting 160 outlets by end of FY21. Regionally, LHI’s continued 
its efforts in (i) enhancing capacity in production of aquatic feed in Vietnam (ii) 
ramping up upstream capacities in Philippines and (iii) developing downstream 
segment in Indonesia.  

 

 

 BUY 
Share price RM0.68 
Target price RM1.06 
Previous TP RM0.99 

Capital upside 55.9% 
Dividend return 1.8% 

Total return  57.7% 
 

Company profile 

Distribution of animal feed raw 
materials, food related products 
and livestock farming 
 

Stock information  

Bursa Code 6633 
Bloomberg ticker LHIB MK 
Listing market Main 
Share issued (m) 3,650.0 
Market Cap (m) 2482.0 
52W High/Low 0.85/0.635 
Est. Free float 14.6% 
Beta (X) 0.8 
3-mth avg vol (‘000) 1244.3 
Shariah compliant  No 

 

Major shareholders  % 

Emerging Glory SB 52.8 
Clarinden Investments             9.0 
Amanah Saham Nasional                                      5.7 
 

Share price vs. KLCI (%) 

Hist. return  1M 3M 12M 
Absolute  -2.9 -6.8 -18.1 
Relative -4.7 -5.4 -18.0 

 

Earnings summary  

FYE (Dec) FY20 FY21f FY22f 
PATMI (m)  113.1 206.7 240.9 
EPS (sen) 3.1 5.7 6.6 
P/E (x) 23.1 12.6 10.8 

 
Relative performance chart  
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Valuation & Recommendation 
 With the reported earnings coming slightly below our expectations, we trimmed our 

earnings forecast by 9.2% and 16.6% to RM206.7m and RM240.9m respectively for 
FY21f and FY22f to account for the elevated raw material costs. Nevertheless, we 
maintained our BUY recommendation on LHI with a revised target price of RM1.06 
as we are rolling forward to the FY22f earnings. The target price is arrived by 
ascribing a target PER of 16.0x to its FY22f EPS of 6.6 sen.  

 

 We like LHI for its “Farm-to-Plate” business model to enhance vertical integration 
along the poultry chain, backed by the ongoing expansion plans on both local and 
regional front. Notwithstanding some short-term headwinds amid movement 
restrictions order, we believe the company is staging a recovery towards the end of 
FY21f following a gradual reopening of economic activities in the countries the 
Group operates in.  

 

 However, risks to our recommendation and forecast include fluctuations in raw 
material prices, as time lags in pass-through of cost inflation could narrow LHI’s 
margins. Besides, demand could be impacted with any implementation of further 
lockdown measures.   

 

Key Financial Data 
All items in (RM m) unless otherwise stated 

 
 


