{{ KENANGA RESEARCH

Results Note

27 January 2010

BUY
RM1.47 HPI| Resources
Target Price: RMz2.21 In line with expectations
Stock data e 1H10 results within expectations. 6M revenue of RM176.4m was 48% of
Market cap (RMm): 814 our forecast while net profit of RM12.5m came in at 54%. The slightly
Issued shares (m): 532 higher net profit as compared to our forecast was driven mainly by higher
52-weekrange: RMO.48-RM165 than expected gross margins (18.5% versus 18% forecasted) and lower
3mthavg daily volume: 333,172 shrs effective taxes at 13.1% versus 19% as per our forecast.
Bloomberg code: HPI MK
YTD price chg: +18.6% ® QoQ, revenue was flat, dipping a marginal 0.3% to RM88.1m . Pretax
YTDKLCI chg: +1.9% however was up 8.5% driven by continuing contribution from its Perak
Est.free float: 593% subsidiary and paper mill. At the net level, profit was 3.4% lower on higher
Major shareholders: effective taxes at 17.8% (1Q10 : 8%)
Lucrabase S/B: 407 %
E'O'C' ;EWO ;?)Mloo ﬁ%’a”ah :grah ® YoV, revenue for the six months was 7.9% lower but net was 31.6%
higher driven mainly by better cost management as well as heightened
Consensus productivity and efficiency.
FYE 31May 2010E  2011E
Net profit (RMm): 220 229 ® Outlook remains positive basing on the recent economic data and
EPS(sen): 410 45.0 forecast. With global economic recovery becoming sustained, demand for
- the group’s key products will likely to remain encouraging in the near to
Forecast revision medium term
FYE 31May 2010E  2011E '
Prev. net proft (RMm): 81 238 e Forecast is maintained but target price raised to RM2.21 from RM1.77
Revision(%): : - previously, ascribing a 5x CY2010F as opposed to 4x earlier. The recent
Revised net profit (RMm): #1 238 multiple expansion experienced by our driven by an improving economic
Share price chart outlook prompts us to use a higher multiple to value the stock. BUY
P —— — maintained.
=g o ey el
The Research Team Tel: 603-2713 2292
research@kenanga.com.my
I Results Highlights
FYE 31 May (RMm) 2Q09 3Q09 4Q09 1Q10 2010  QoQ% YoY% 1H10 1H09 YoY%
Revenue 915 771 76.7 88.3 88.1 -0.3% -3.7% 176.4 191.6 -1.9%
Cost of Sales (79.1) (65.8) (60.2) (72.4) (71.4) (1438)  (165.3)
Gross Profit 12.4 114 16.5 159 16.7 4.7% 35.0% 326 26.3 24.2%
GP% 13.5% 14.8% 21.5% 18.0% 18.9% 18.5% 13.7%
PBT 6.5 2.7 8.2 7.0 7.6 8.5% 16.0% 145 11.8 22.1%
PBT% 7.1% 3.5% 10.7% 7.9% 8.6% 8.2% 6.2%
Tax (L5) 12 0.3) (0.6) (L3) (1.9) 2.3)
Tax % -22.5% -44.2% 3.1% -8.0% -17.8% -13.1% -19.7%
M (0.0) (0.0) (0.0) 0.1) 0.1 0.1 (0.0)
Net Profit 5.0 15 79 6.3 6.1 -3.4% 21.4% 125 9.5 31.6%
Net % 5.5% 1.9% 10.3% 7.2% 7.0% 7.1% 49%
EPS (sen) 95 2.8 14.9 119 115 234 17.8
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I Earnings Estimates

FYE 31 May (RMm) 2008A 2009A 2010F 2011F
Revenue 329.6 345.4 370.1 382.1
Cost of Sales (273.3) (291.2) (303.5) (3133)
GP Profit 56.2 54.2 66.6 68.8
GP % 17.1% 15.7% 18.0% 18.0%
EBITDA 28.7 389 46.0 46.5
EBITDA % 8.7% 11.3% 12.4% 12.2%
Pretax 14.1 22.8 28.5 29.4
Pretax % 4.3% 6.6% 7.7% 7.7%
Tax (25) (37 (54) (5.6)
Tax % -17.6% -16.3% 19.0% 19.0%
MI 0.0 (0.1) 0.0 0.0
Net Profit 11.6 19.0 23.1 23.8
EPS (sen) 273 35.6 434 4.7
Net % 3.5% 5.5% 6.2% 6.2%
EPS Growth 2.7% 30.8% 21.8% 2.9%
PER(X) 5.4 4.1 3.4 3.3
EV/EBITDA(X) 5.6 4.1 3.7 3.1

CMDF-Bursa Research Scheme (“CBRS”)

This report has been prepared by Kenanga Investment Bank Berhad (KIBB) for purposes of CBRS administered by Bursa Malaysia Berhad,
independent from any influence from CBRS a the subject company. KIBB will receive total compensation of RM15,000 each year for each
company covered by it under CBRS. For more information about CBRS, please visit Bursa Malaysia’'s website at:
http://www.bursamalaysia.com/website/bm/

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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