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Panpering to the pal ate

Ri sen Jayaseel an

MAMEE- DOUBLE Decker Bhd (Mamee), listed on the main board since 1992, may
not be as exciting as a conpany dealing with new cutting edge technol ogy
or a savvy property developer. In fact the fam |y-owned conpany thrives on
somet hi ng nore basic but inportant - our need to fill our stomachs, fast.
Manee's core activity is the manufacture and sal e of instant noodl es and
snacks ranging fromprawn crackers to potato chips under brands such as
Doubl e Decker, M ster Potato and Smax. Manee al so caters to those with a
sweet tooth. It produces a range of confectionery under the N colet brand
nane and beverages under the Cheer and Orangi na brands.

I nvestors seem hungry for its shares as nmuch as for its food. Since its
listing, Manee shares have risen steadily fromaround RMB in March 1992 to
a peak of RMP sonetinme in March this year. At the tinme of witing, its
price is hovering around RM. 50.

But there m ght have been another reason for the surge in its share

price this March. Says an anal yst, "Interest in the shares were sparked
off by rumours that the Pang family, which controls the conpany, was
cashing out and that one of its directors, Mrzan Mahathir, was seeking to
take control of the conpany.' However, todate, no announcenent to that

ef fect has been nmade. As at June 30, 1996, Mrzan held a nere 400, 000
ordinary shares in Manee, equivalent to a neager 1.1 per cent stake.

Manee nmanagi ng di rector Pang Tee Chew reserves coment on the possible
sel | -out but adds that although Manee does not give out nmuch divi dends,
its sharehol ders are pleased as there has been a rise in the share price
due to the conpany's expansi on and grow h. Manee has been decl aring an
aver age di vidend of eight sen gross per share yearly to sharehol ders.

Its recent fund-raising proposal is proof of Manee's appetite for

growt h. The exercise involves a bond i ssue with detachabl e warrants, which
will see Manee raising a whopping RMbO million if it is approved by the
rel evant parties. It is proposing to issue RVM60 million five-year 2.5 per
cent redeenmabl e unsecured bonds with 24 nmillion detachable warrants. The
warrants will be offered to Manee sharehol ders on the basis of two
warrants for every five shares held. The proceeds fromthe warrants wll
be used to repay the bonds upon their maturity. According to Pang, this
formof debt financing offers the conpany a cheaper way of raising funds

t han bank borrowings. "It is also better than a rights issue because
sharehol ders need only pay a nominal suminitially for their warrants and
only later (after five years) pay the full share price when converting the
warrants.

So what does Manee plan to do with all that noney? Pang says 30 per cent
of it will go towards redeem ng Manee's out st andi ng bank | oans conpri si ng
RMB millionintermloans and RWM million revolving credit. Another RML8
mllion will be used as working capital and to cover the esti nmated
expenses for the proposed exercise. The bul k of the proceeds - RMB5
mllion - will go towards capital expansion.

Expl ai ns Pang, "~This noney will be used to devel op new products for the
21st century, which will have both the advantages of ease of preparation
as well as nore nutritious content.' He says this exercise will include
phasi ng out the plastic packaging for its instant noodl es and devel opi ng
nmore heal thy snack foods such as |ow salt variations and baked i nstead of
oil-fried snacks. The plastic wappings will be replaced by cup packagi ng,
t hereby provi di ng nore ease of use.



Sone of the noney will also be used to buy new equi pnent to autom se

more of its manufacturing processes. Anal ysts say Manee | ags behind rival
Maggi, produced by Nestle (Ml aysia) Bhd. "Maggi's packaging line is fully
aut omat ed whereas Manee's isn't. Therefore Manee's plans for automation is
much needed,' says an anal yst. Adds Pang, " The autonmation is Manee's way
of dealing with a | abour shortage problem®' The group enpl oys 1, 357 peopl e
in Mal aysia, 30 of whom are foreigners.

Focusi ng on the food business in Mal aysia may be a good idea. Pang says
based on Wrld Health Organisation's (WHO) figures, the Ml aysi an food

mar ket in 1995 was val ued at RM1.5 billion. And due to an increasingly
weal t hy and urbani si ng popul ati on, Pang says the food market has been
growi ng by about 10 to 15 per cent per annum w th Ml aysi an consuners
spendi ng about one third of their incone on food. O the anpbunt, Pang says
RM7 billion or 33 per cent is spent on processed food, RV6 billion on food
consurmed away from hone and RMB.5 billion on fresh food.

In the processed food segnent however, only 10.5 per cent is spent on
snacks and confectionery, and a neagre 1.9 per cent on instant noodl es.

But this doesn't seemto be a hindrance to Manee's sales and profits. For
the year ending June 1996, Manee reported a turnover of RML18.935 mllion
a seven per cent increase fromthe previous year, while its pre-tax profit
rose fromRML1. 644 nmillion to RML1. 739 million.

In terns of market share, Pang clai ns Manee enjoys a 25 per cent share

of the local instant noodl es narket, losing out to Nestle's Maggi brand.
As for local snack food, Pang says Manee controls 28 per cent of the

mar ket and that nakes the conpany the single |largest player, with the

ot hers conprising largely of snmall manufacturing conpanies.

Wil e anal ysts don't dispute Manee's reign in the snack market, they
differ in their estimates of its share in the instant noodl es narket.
Their anal ysis: Manmee has only captured 12 per cent of the nmarket, placing
it behind Maggi (50 per cent) and the Cintan brand (18 per cent), which is
manuf act ured by Si ngapore congl onerate Yeo Hi ap Seng.

As the conpetition heats up in the instant noodl e and snacks markets,
Manee is nmaking its way into nore profitable segments of the food market.
Most of the noney spent on processed food goes to purchasing diary
products (23 per cent or RML.6 billion) and beverages (17.1 per cent or
RML. 2 billion) and Manee seens to have taken heed of this. The conpany's
first diary product, Nutrigen, a cultured mlk drink hit the market in
Septenber | ast year. Industry sources say that while it faces stiff
conmpetition fromnore established brands, sales of Nutrigen has been
exceptionally good. Adds Pang, ~One advantage Nutrigen has is that it has
extra culture - we have A, B and C culture.’

He estimates the total cultured mlk market to be worth about RVBO

mllion and says it is growing fast. "It will pick up as Mal aysi ans becone
nore health conscious. In fact, the current consunption of flavoured
cultured mlk drinks is only 10 per cent of what the Thais consune,' adds
Pang. He says Manee's aimis to capture 20 per cent of the market in

Mal aysia and it is pretty close to achieving the target.

Marmee has al so set its sights on the | ocal beverage nmarket. Three years
ago, the conpany acquired 52 per cent of East Coast Bottling Sdn Bhd ( ECB)
for over RM mllion and has subsequently increased its stake to 97 per
cent. The reason: ECB s owner, an individual who once had the franchi ses
to bottle Coca Cola and A&W Root beer beverages for Mal aysia's east coast
mar ket, wished to retire fromthe business. Says Pang, Al though it no

| onger has the franchises, this is a ready-nade bottling plant which was
offered at a very low price. W wanted to venture into the beverages

mar ket and were confident of success because of our already wi de

di stribution network.'



After losing its franchises, ECB continued manufacturing and marketi ng
its own brand of carbonated drinks, Cheer. It's this brand that Manmee has
taken over, including even non-carbonated drinks under the | abel. Pang
concedes the Cheer brand has not been that popular. “~This was because ECB
has all the while been focusing on marketing its franchi se products. But
now t hat we've taken over, we have enbarked on a strategy to aggressively
mar ket the Cheer beverage in the rural areas.'

Anal ysts say Manee has been finding it difficult to export its products
to regional countries such as Thailand, |ndonesia and Philippines as the
| ocal products in these markets are priced | ow. Thus, Manmee is unable to
conmpete in these markets. Pang does not deny this but adds that Manee's
sales in the Chinese and Myanmar markets have been nore successful. In
fact, with China accounting for a sizeable portion of Manmee's 30 per cent
of exports, the conpany set up a joint venture plant in Suzhou, near
Shanghai, three years ago. Manee holds a 60 per cent stake in the conpany
whi ch manufactures nostly snack food such as prawn crackers and potato
chi ps.

Wth a population of 1.2 billion, the Chinese market is huge and Pang
says there are long-termplans to expand the Suzhou plant. However, he is
cautious. "Although it's a big narket, one has to be careful when doing
busi ness there. W have faced difficulties in collecting nonies due to us
fromwhol esal ers and retailers, making it high risk. Some operators there
are fly-by-night and this has pushed us to deal only in cash. As a result,
this has limted our sales there. There's no problemw th the demand for
our products, it's only a credit control problem'

Despite such probl ens, the Chinese venture contributed RML.2 nillion (or
10.6 per cent) to Manee's pre-tax profit for FY1996. Pang forecasts a pre-
tax profit of RML.9 million fromits Chinese operations for FY1997.

Manee has al so set its eyes on Myanmar. In early 1996, Manee teaned up
with the Golden Star Group, a large diversified conpany in Myanmar, to set
up a manufacturing plant there. However, the deal was aborted earlier this
year. Explains Pang, "~The project was noving very slowy. Qur joint
venture partner was supposed to acquire the land for us but it didn't
materialise.’

In place of a joint venture, Manee has set up a wholly-owned conpany
call ed Myanmar Manee- Doubl e Decker Ltd with an initial investnent of RMLO
mllion. Construction of the first phase of the plant, conprising one

i nstant noodl e manufacturing |line and some snack food production, began in
April this year. It is expected to be conpleted in June next year. Manee
projects a turnover of RWM.5 mllion for the first year of production to
be followed by a RML5.2 million turnover in the second year.

But why set up a plant in Myanmar when it can conti nue exporting to the
country? Explains Pang, "Firstly it's the question of a high inport duty,
which in Myanmar's case is about 30 per cent. Secondly, we're | ooking at
the possibility of tapping into the resources of Myanmar. For exanple, we
may want to use the cheaper and nore abundant supply of rice to make

i nstant noodles in the Myanmar plant, which can then be sold in Ml aysi a.
This will be especially strategic with the inpending inception of the

Asi an Free Trade Area (Afta) where trade barriers will be renoved.' Pang
says Manee plans to set up nore plants in Indochina after its Myanmar
venture takes of f.

Most of Manee's products are manufactured by its two whol |l y- owned
subsidiaries in Ayer Keroh, Ml acca. ECB i n Kuantan bottl es and

di stributes Manee's Cheer and Orangi na beverages while its Subang Jaya
plant, MIlk Specialities Sdn Bhd, makes its diary products.

There are plans to set up a central warehousi ng system Manee recently
forked out RW/.45 million to buy a 90-year |easehold I and in the Ayer



Keroh Industrial Estate from Dai bochi Plastic and Packagi ng | ndustry Bhd.
The [ and, measuring 13,984 square metres and which comes together with a
factory conplex, will be used as the central warehouse for its Ml acca
factories. Pang says, The land is adjacent to our factories and so will
al so be used for expansion plans in the future.'

The conpany al so has a plantation arm It owns 2,000 acres in Lahad

Datu, Sabah, with 1,000 acres planted with cocoa and rest with oil palm
Since crude palmoil prices are better, Manee plans to convert the 1,000
acres of cocoa into oil palm However, it's obvious that the tiny

pl antation armis not a major part of Manee's activities. Plantations
contri buted Rvb6, 600 (or about 0.4 per cent) to the conpany's total pre-
tax profit for FY1996.

The conpany's property activities, handl ed by whol | y- owned subsi di ary
Maree- Doubl e Decker Properties Sdn Bhd, also do not figure nmuch - a 13-
acre industrial land in the Ayer Keroh Industrial Estate. However, Pang
says there are plans to convert it into commercial |and for devel opnent.
Manee started off as a fam |y conpany. Pang's father and its founder,
Pang Chin Hin, still holds the post of executive chairman. Siblings Pang
Tee Nam and Pang Tee Suan are executive directors of the conmpany. Tee Nam
al so oversees the manufacturing departnments of the group while Tee Suan is
in charge of all sales and marketing activities. As at Oct 15, 1996, the
Pangs col l ectively held 51.67 per cent of the shares. Another substanti al
sharehol der is Puteh Talip who holds 12.36 per cent. Besides Mrzan, the
two other directors of Manmee are al so wel |l -known personalities. Tunku
Csman Ahmad is the cousin of the Sultan of Johor while Mhanmed N zam Razak
is a son of former prine mnister the | ate Tun Abdul Razak. N zamis al so
chai rman of Kual a Lunpur Mitual Fund Bhd, a director of Public Bank Bhd
and Public Finance Bhd. He is also a director of listed London & Pacific
| nsurance Conpany Bhd and Sunway Buil di ng Technol ogy Bhd. Tunku OGsnan is
chai rman of CHG I ndustries Bhd, Mancon Bhd and Pel angi Bhd and a director
of Keck Seng (Mal aysi a) Bhd.

Manee' s earni ngs per share (EPS) was 25.8 sen for FY1996. At the current
price of RVMB.50, its shares are trading at a price earnings (PE) multiple
of 25 tinmes. The conpany forecasts a pre-tax profit of RML1.5 million for
the FY1997. This gives its shares a prospective PE multiple of 20 tines
FY1997 ear ni ngs.
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