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Key Stock Statistics

FY07 FYO8F FYO9F

EPS (sen) 5.1 5.5 7.6
P/E on EPS 7.5 6.9 5.1
Dividend/Share (sen) 2.0 2.0 2.5
NTA/Share (sen) 18.4 20.6 25.7
Book Value/Share (sen) 18.4 20.6 25.7
Issued Capital (m shares) 124.2 124.5 124.5
52-weeks price range (sen) 33.0-53.0

Major Shareholders: %
Tan Bak Hong and Yap Li Li 22.3%
Tan Bak Leng 9.2%
Tan Chuan Hock 8.0%
Per Share Data 2006 2007 2008F 2009F
Book Value (RM) 0.22 0.18 0.20 0.25
Cash Flow (sen) 7.5 4.8 9.6 11.9
Earnings (sen) 3.0 5.1 5.5 7.6
Dividend (sen) 2.0 2.0 2.0 2.5
Payout Ratio (%) 674 38.9 36.1 33.0
PER (x) 13.0 7.5 6.9 5.1
P/Cash Flow (x) 5.1 7.9 4.0 32
P/Book Value (x) 1.7 2.1 1.9 1.5
Dividend Yield (%) 5.2 5.2 5.2 6.5
ROE (%) 17.8 17.4 19.1 23.2
Net Gearing (%) n.c. n.c n.c n.c
n.c. — net cash

P&L Analysis

(RM mil) 2006 2007 2008F 2009F
Year-end: 31 Dec

Revenue 46.7 64.9 493 66.7
Operating Profit 7.8 9.3 9.3 12.2
Depreciation -1.3 -1.9 -2.9 -4.5
Interest Expenses -0.4 -0.5 -0.5 -0.7
Pre-tax Profit 7.4 9.1 9.0 12.0
Effective Tax Rate 26.6% 12.7% 12.7% 12.7%
Net Profit 3.6 6.4 6.9 9.4
Operating Margin 16.6% 147% 189% 18.3%
Pre-tax Margin 158% 14.0% 183% 17.9%
Net-Margin 7.7% 9.8% 14.0% 14.1%
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1. 1QFY08 results highlights and review:

(RM miillion) 10FY08 10QFY07 % Change
Revenue 8.6 14.0 -38.9%
Operating Profit 1.2 24 -32.3%
Depreciation -0.2 -0.5 -62.9%
Interest Expense -0.1 -0.1 6.2%
Pre-tax Profit 1.4 1.9 -26.0%
Net Profit 1.2 1.2 -3.1%
Operating Margin 19.2% 17.3%
Pre-tax Margin 16.4% 13.6%
Net-Margin 13.6% 8.6%

1QFYO08 results below expectation

The 1QFYO0S8 results of Grand-Flo Solution (GF)
came in below our expectations. Revenue dropped
38.9% y-o-y to RM8.6m from RM14.0m in 1QFY07.
The decrease in revenue was mainly due to the status
conversion of Simat Technology (ST) from a
subsidiary of the Group to an associate company
pursuant to the dilution of GF’s equity interest of
49% to 36.75% in ST as a result of the successful
listing in the Market for Alternative Investment in
Thailand (MAI) on 12 December 2007.
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e 1QFYO0S8 pre-tax profit declined 26% y-o-y to RM1.4m from RM1.9m in 1QFYO07. The decrease in pre-tax
profit was mainly due to the dilution of equity interest in ST. However, the pre-tax margin has improved from
13.6% in 1QFY07 to 16.4% in 1QFYO0S8 contributed from the recently acquired subsidiary, Label Network Sdn
Bhd (LNSB). The impact from the dilution of equity interest in ST was mitigated by the 2 months contribution
from LNSB, which acquisition was completed on 31 January 2008. LNSB have been involved in manufacturing
a wide range of self-adhesive label sticker in Malaysia for more than 10 years, including barcode labels, thermal
transfer label and security labels. To recap, the acquisition of LNSB comes together with the profit guarantee of
at least RM2.25m for the period of 2 years.

e FYO08 will see significant contribution from LNSB to the group and the extensive marketing network leverage
on its label business will make an impact on the domestic market. Further to that, the establishment of Simat
Labels Company Limited (SL) as a joint venture company between ST and LNSB will penetrate a new exciting
labels business division in Thailand and its neighbour countries. With the steps taken, the Group would tap
another significant market share in those countries which will further contribute to the Group’s top and bottom
line.

e Another step taken by GF to expand its overseas market is the recent acquisitions of Sino Company Limited
(Sino) and High Rich Trading & Service Company Limited (High Rich) in Vietnam via ST. Simat Label will
presents the whole new business opportunities to the Group to tap into the infancy stage of tracking solution and
untapped labels production businesses in Vietnam’s vibrant economy.

Review of segmental results

Segmental breakdown Change *Change
(RM million) 1Q08 1007 y-0-y % 4007 g-0-q %
Turnover

- Malaysia 8.6 6.6 29.9% 11.2 -23.3%
- Other countries 0.0 7.4  -100.0% 7.5 -100.0%
Total 8.6 14.0 -38.9% 18.6 -54.1%

Pre-tax profit

- Malaysia 1.2 0.8 42.6% 1.0 21.3%
- Other countries 0.3 1.1 -76.8% 1.8 -85.8%
Total 14 1.9 -26.1% 2.7 -48.7%
Net profit

- Malaysia 0.9 0.8 18.5% 0.8 10.7%
- Other countries 0.3 0.4 -41.5% 1.4 -81.5%
Total 1.2 1.2 -3.1% 2.2 -46.8%
Pre-tax margin 16.4% 13.6% 14.7%

* Refers to 1008/4Q07

e The dropped in contribution from overseas operations was resulted from the status conversion of ST from a
subsidiary company to an associate company pursuant to the dilution of GF’s equity interest from 49% to
36.75%, from the successful listing of ST in the Market for Alternative Investment in Thailand (MAI) on 12
December 2007. During the quarter under review, the company recorded a share of profit from associate
company of RM0.3m.

e The Malaysian contribution shows improvement in revenue, increased 29.9% y-o-y to RM8.6 from RM6.6m in
1QFYO07, which was mainly contributed by LNSB. During the quarter under review, the label business of
LNSB contributed 24% of the Malaysian revenue also bring in higher margin which led to increase in pre-tax
margin from 13.6% in 1QFY07 to 16.4% in 1QFY08. Besides that, the improvement in the Malaysian revenue
was also contributed by strengthening of its customer base for domestic market.
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2. Recommendation

e FYO08 will see contribution from its newly acquired subsidiary, LNSB from the downstream label business
activities. Going forward, the Group is focussing on leveraging its regional presence to enhance its support and
services in the region, more efficient purchasing machinery and manpower development and enhancement.

e GF’s growth prospects will be underpinned by its dominant position in a growing bar code industry and barcode
label which will boost its recurring income base for domestic and regional market. We believe the stock
deserved to trade at a PE multiple of at least 10x — 15x (at a PE to growth ratio of 1.0x), which is very likely to
be its sustainable growth rate over the longer term. At the current price level, the stock is trading at an attractive
PER of 6.9x based on our FY0S8 forecast EPS of 5.5sen. Hence, we maintain our BUY recommendation.
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Investment ratings:

Buy (generally >10% upside over the next 12 months)

Hold (generally negative 10% downside to positive 10% upside over the next 12 months)
Sell (generally >10% downside over the next 12 months)

Netresearch-Asia Sdn Bhd is a participant of the CMDF-Bursa Research Scheme and receives a compensation for each stock
covered under the Scheme. The information and opinion in this document has been obtained from various sources believed to
be reliable. This publication is for information purpose only, and must not be relied upon as authoritative or taken in
substitution for the exercise of judgment. This document is not to be construed as an offer or a solicitation of an offer to buy or
sell any securities. Opinions expressed in this publication are subject to change without notice and any recommendation herein
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific
addressee. No representation, express or implied, is made with respect to the accuracy, completeness or reliability of the
information or opinions in this publication. Accordingly, neither we nor any of our affiliates nor persons related to us accept
any liability whatsoever for any direct, indirect or consequential losses (including loss and profit) or damages that may arise
from the use of information or opinions in this publication.

Netresearch-Asia Sdn Bhd and its related companies, their associates, directors, connected parties and/or employees may own
or have positions in any securities mentioned herein or any securities related thereto and may from time to time add or dispose
of or may materially be interested in any such securities. Netresearch-Asia Sdn Bhd and its related companies may from time
to time perform advisory, investment, communications or other services for, or solicit such advisory, investment,
communications or other services from any entity mentioned in this report. In reviewing these materials, you should be aware
that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.
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