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What does the company do? 

• Life Water is a dominant producer of drinking water and carbonated drinks with a well-
established market presence in Sabah. It offers a wide range of beverage products and 
are sold through a diverse distribution channel including retailers, hotels, wholesalers, 
food service operators and end consumers. Operational since 2001 (24 years of 
industry presence), the group achieved several growth milestones, raising its 
competitive profile and strengths over the years with a 11% bottled water market share 
in Malaysia in 2023. The group is capable of producing 448m litres of drinking water 
p.a. and 37m litres of carbonated drinks p.a. - catering to its key drinking water house 
brands (K2, Sasa, and Sabah Water) and carbonated and fruit drinks house brands 
(2more, TRITONiC and Kitzai).   

• Strategically located manufacturing facilities and distribution centres (DC) are among 
the group’s key competitive advantages and will be the main focus for its expansion 
plans post-IPO. Geographically, the facilities are located in Sandakan, Kota Kinabalu, 
Lahad Datu and Keningau. Existing distribution logistics focuses on Sabah, Labuan, 
Brunei and parts of Sarawak.   

Is the company profitable? 

• In FY21-24, the group achieved commendable double-digit growth in revenue and net 
profit: 3-year revenue CAGR of 17.2% and net profit CAGR of 16.8%. This was 
supported by average gross profit (GP) margin of 45% and net profit margin of 15%. 
Notably, core net profit margin in FY24 rose to 17% vs 14% in FY23 – due to lower 
PET resin prices and initiation of in-house production of bottle closures. The group 
delivered a robust 36.4% yoy growth in net profit to RM28.1m in FY24 – a new high.  

• Overall performance in FY21-24 was driven by: 1) Higher sales of drinking and 
carbonated drinks, 2) Favorable sales/product mix, and 3) Higher ASPs.  

• In terms of margins by product type, drinking water generates the highest GP margin 
of 49.1% in FY24 while carbonated drink at 42.9%. Revenue-wise, drinking water 
constitutes 83% of FY24 revenue while carbonated drinks made up the balance 16%.   

Does the company have debt or cash? 

• FY24 net gearing stood at 0.44x vs 0.38x in FY23.  

Does the company pay any dividends? 

• Post-IPO, the group targets a dividend payout ratio of not less than 20%.   

Who owns the company? 

• Post-IPO, Scarecrow Holding will hold a 36.7% stake – equally owned by Liaw Hen 
Kong (Managing Director) and Chin Lee Ling (Executive Director). Promoters and non-
independent, non-executive Senior Directors Tan Hwong Kuen and Lim Young Piau 
will hold a 18.4% stake each.  

What is the company’s business direction? 

• The group will embark on an extensive capacity expansion and streamline of its 
manufacturing lines and distribution centres to cater to: 1) Rising demand, 2) New 
markets, and 3) New products.  

• Expansion of manufacturing facilities: 1) Construction of a new factory in Kota 
Kinabalu KK IZ8 Plant 2 to accommodate a relocation of 1 drinking manufacturing line 
-  (RM38.5m, 8.2-acre new land), 2) Expansion of existing plastic packaging facilities 
in Kota Kinabalu – converting KK IZ8 plant 1 plant into a dedicated manufacturing plant 
for plastic packaging; relocating drinking water line to KK IZ8 plant 2 by 1H2027 
(RM9.6m total cost), 3) Set up a drinking water manufacturing lines in Sandakan – 
Sibuga plant 1 (total cost RM19m, by 1H2025), Sibuga plant 2 (50k sq ft, RM21m total 
cost, by 2H2027).   

• Expansion of warehouse facilities: Two distribution centres in Tawau (new market, 
1-year renovation works to start in 1Q2025; RM6.3m - operational in 1H2026) and 
Sandakan (2nd distribution centre/DC, RM12.6m total cost.  

• Expansion of geographical markets: Penetrating other parts of Sarawak and Brunei 
(appointment of distributors targeted by end-2025) to extend distribution coverage.  

 

 

This ‘Trading Lens’ report is intended for educational 
purposes only. It represents a preliminary assessment 
of the subject company and does not represent initiation 
into CGSI's coverage universe. It does not carry 
investment ratings and CGSI does not commit to regular 
updates on an ongoing basis. 

 

 

 
 

 
 

 
 

 
 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

Analyst(s)  

Sharizan ROSELY 

T (60) 3 2635 9252  

E sharizan.rosely@cgsi.com  
 

FYE Jun (RM m) 2021A 2022A 2023A 2024A

Revenue 103.53 121.40 150.96 166.53

GP 47.79 51.74 65.15 80.02

EBITDA 27.26 28.07 36.18 50.37

PATAMI 17.66 15.74 20.62 28.12

Basic EPS (sen) 3.73 3.33 4.36 5.94

Net Gearing (x) 0.25 0.58 0.38 0.44

DPS (sen) 0.53 0.25 0.21 0.85

Div. Yield (%) 0.81 0.39 0.33 1.30

P/E (x) 17.4 19.5 14.9 10.9

P/BV (x) 5.16 4.15 3.28 2.52

ROE (%) 29.62 23.52 24.54 26.05

ROA (%) 14.81 11.30 12.39 13.49
SOURCE: COMPANY

Key stock statistics

Name of shareholders % of Shares

Scarecrow Holding 36.68

Tan Hwong Kuen 18.35

Lim Young Piau 18.35
SOURCE: COMPANY

Major shareholders (Post-IPO)

Companies 12m-trailing P/E (x) Market Cap (RM m)

Fraser & Neave Holdings 19.2 11,407

Spritzer 13.7 882

Life Water 10.9 308

Simple Average (ex-Life Water) 16.4
SOURCE: BLOOMBERG, COMPANY

Peers Comparison (as of 22 Oct)
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• Expansion of beverage products: Expanding portfolio of beverage products via: 1) New range of flavored drink under the brand 
“Mandak” (trial production ongoing, trademark registration obtained). Launch/commercialisation targeted by 2H2025 – to be produced 
at Sandakan Sibuga plant 1. 2) Mineral water – still at exploratory stage and in the process of identifying suitable ground water source.  

 
 
 

Any corporate development?  

• The IPO will raise total proceeds of RM63.4m. 1) RM19m (29.9%) will be used to set-up additional drinking water manufacturing line 
for Sandakan Sibuga Plant 1, 2) RM12m (18.9%) for the purchase of drinking water manufacturing line for Sandakan Sibuga Plant 2, 
3) RM12.6m (19.9%) for the setting up of a second distribution centre in Sandakan, 4) RM9.6m (15.2%) for the expansion of existing 
plastic packaging facilities in Kota Kinabalu, 5) RM4.2m (6.6%) for working capital, and 6) RM6m (9.5%) for listing expenses.   

• The closing date for IPO application is on 30 October 2024 and Life Water will be listed on the Main Market on 13 November 2024.   
 

 
 

Figure 1: Utilisation of RM63.4m IPO proceeds   

 
   SOURCES: COMPANY REPORTS, PROSPECTUS 

 
 
 

Risks, mitigating factors and competitive advantages 

• Key risks: 1) Disruption of water supply at manufacturing plants – potable water is sourced Sabah State Water department and stored 
in storage tanks at each manufacturing plants, 2) Fluctuation of raw material prices and shortage of raw materials – plastic 
packaging/resin – 55.2% of total FY24 purchases, flavour and ingredients – 7.8% of total FY24 purchases, 3) Geopolitical conflicts and 
spikes in oil prices, leading to higher resin prices, 4) Inability to timely pass on higher material and manufacturing costs, 5) Changes in 
consumer demand, 6) Forex fluctuations – PET resins, flavour and ingredients; 50.6% of total purchases in FY24 were transacted in 
US$, 7) Revocation and non-renewal of licences/permits/certificates, 8) Competition from other players.  
 

• Competitive strengths and operational advantages: 1) Strategically located manufacturing facilities within Sabah and a diverse 
distribution channel – 3,250 retail outlets, 520 food service outlets, 150 wholesalers and 100 hotels, 2) Strong growth potential for 
drinking water and carbonated drinks within Sabah and beyond, 3) Proven past track record with a strong and growing brand portfolio 
and efficient distribution/delivery system – 75 delivery trucks backed by logistics service providers, 4) Hands-on and experience key 
management, 5) Commendable market share with growth prospects in Sabah, 6) Earnings outlook supported by economies of scale, 
7) Advanced water purification and bottling technologies ensuring high productivity, quality and efficiency, 8) Robust expansion 
opportunities in Sarawak and Brunei (total 6.3m population vs 3.4m population for Sabah).  
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Figure 2: Business model       

 
   SOURCES: COMPANY REPORTS, PROSPECTUS 

 

 
 

• Utilisation rates and summary of growth strategies:   
 

✓ The group will embark on an extensive capacity expansion and streamline of its manufacturing lines and distribution centres to 
cater to: 1) Rising demand, 2) New markets, and 3) New products. The expansion and streamlining plans will become 
operational spanning from 1H2025 to 2H2027.   

✓ Carbonated drink manufacturing plant’s utilisation rate ranged from 38.8% to 43.3% in FY21-24 and at 43.2% in Jul 24-LPD) – 
this manufacturing plant requires frequent maintenance and repair (actual efficiency rate is lower than design capacity).  

✓ Utilisation rates for PET preform ranged from 47.6% to 60.3% in FY21-24 and at 62.8% in Jul-24-LPD), while bottle caps 
manufacturing capacity utilisation rate stood at 49.8%.  

 
 

Figure 3: Growth strategies        

 
   SOURCES: COMPANY REPORTS, PROSPECTUS 

 

 

• Medium to long term macro and demand drivers:    
 

✓ Private consumption and higher disposable income theme.  Robust private consumption angle supported by the 13% rise 
in minimum wage to RM1,700/month effective 1 February 2025 (1 Aug 2025 for employers with less than 5 staff) including 
higher cash handouts (Budget 2025 initiatives), EPF account 3 withdrawals, and the 7-15% civil servants salary hike. For 
Sabah, mean monthly household income increased from RM5,215 to RM6,171 – CAGR of 8.8% from 2020-2022. Mean monthly 
household expenditure on F&B products in Sabah has been on a riding trend, at RM712 in 2022.   

✓ Industry growth driven by population growth. Population growth has been the base for sales volume and customer growth. 
Sales value increased by 13% since 2021, while customer base rose 5.5% yoy in FY24 to 3,460.  

✓ Demand growth supported tourism-related consumption. Consumption boost on F&B is also supported by tourism-related 
activities. There is still upside to sales volume from higher levels of tourism arrivals in Sabah, as the recovery remains below 
pre-pandemic levels.  
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Figure 4: Key milestones    

 
   SOURCES: COMPANY REPORTS 

 

 

Valuations? 

• The IPO price of RM0.65 (RM308m market capitalisation) values Life Water at a core FY24 P/E of 10.9x – a 33.5% discount to its peer 
average trailing P/E of 16.4x.   

• This also compares to Bursa Malaysia Consumer Index (KLSU) FY24 P/E of 16.7x, according to Bloomberg.  

 

 
  

Figure 5: Revenue, Gross profit (GP) and GP margin Figure 6: Net profit & net profit margin 

 
 

   SOURCES: COMPANY REPORTS    SOURCES: COMPANY REPORTS 
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Figure 7: Revenue by business segment      

 
   SOURCES: COMPANY REPORTS 
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jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 
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Unless otherwise specified, this report is based upon sources which CGS International considers to be reasonable. Such sources will, unless otherwise specified, for 
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placement services for or relating to such company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. 
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does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The 
information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, 
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used for any other purpose. 
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unaffected. CGS HK has no obligation to update its opinion or the information in this research report.  
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Indonesia: This report is issued and distributed by PT CGS International Sekuritas Indonesia (“CGS ID”). The views and opinions in this research report are our own 
as of the date hereof and are subject to change. CGS ID has no obligation to update its opinion or the information in this research report. This report is for private 
circulation only to clients of CGS ID. Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled 
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This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the Financial Services 
Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of 
Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market law and 
regulations. 

Ireland: CGS International is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS International acting 
as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland. 

Malaysia: This report is distributed in Malaysia by CGS International Securities Malaysia Sdn. Bhd. (formerly known as CGS-CIMB Securities Sdn. Bhd.) (“CGS MY”) 
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Singapore: This report is issued and distributed by CGS SG. CGS SG is a capital markets services licensee under the Securities and Futures Act 2001. Accordingly, 
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its contents. 
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to rely on the recommendation) of the FAA; 

(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 

(e)  Section 45 (obligation on disclosure of interest in specified products), and 

(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by applicable laws, as 
may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes as we may notify you from time to time. 
In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges that as CGS SG is exempt from Section 36 of the FAA, 
the recipient will also not be able to file a civil claim against CGS SG for any loss or damage arising from the recipient’s reliance on any recommendation made by CGS 
SG which would otherwise be a right that is available to the recipient under Section 36 of the FAA .  

CGS SG, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have positions in specified products of the 
company(ies) covered in this research report or any specified products related thereto and may from time to time add to or dispose of, or may be materially interested 
in, any such specified products. Further, CGS SG, its affiliates and its related corporations do and seek to do business with the company(ies) covered in this research 
report and may from time to time act as market maker or have assumed an underwriting commitment in specified products of such company(ies), may sell them to or 
buy them from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services 
for or relating to such company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. 

CGS SG does not make a market on other specified products mentioned in the report. 

South Korea: This report is issued and distributed in South Korea by CGS International Securities Hong Kong Limited, Korea Branch (“CGS KR”) which is licensed as 
a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South Korea, this report is for distribution 
only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of Korea (“FSCMA”). 

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not personalised and does 
not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any investment decision. This document does not 
constitute a public offering of securities.  

CGS International is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution of this report is 
not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may not be forwarded to the public 
in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks issued by the Swiss 
Bankers’ Association (Directives on the Independence of Financial Research). 

Thailand: This report is issued and distributed by CGS International Securities (Thailand) Co. Ltd. (“CGS TH”) based upon sources believed to be reliable (but their 
accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful consideration for use 
as information for investment. Such opinions are subject to change without notice and CGS TH has no obligation to update its opinion or the information in this research 
report. 

Corporate Governance Report (CGR): (Thai CGR and Anti-Corruption of Thai Listed Companies - Click here)  

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of 
the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the Market 
for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It 
is not an evaluation of operation and is not based on inside information. 

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that 
date. CGS TH does not confirm nor certify the accuracy of such survey result. 
 

Score Range: 90 - 100 80 – 89 70 - 79 Below 70 No Survey Result 

Description: Excellent Very Good Good N/A N/A    

 

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing authorities or 
governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, deposited or registered with UAE 
Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is being issued outside the United Arab Emirates to a 
limited number of institutional investors and must not be provided to any person other than the original recipient and may not be reproduced or used for any other 
purpose. Further, the information contained in this report is not intended to lead to the sale of investments under any subscription agreement or the conclusion of any 
other contract of whatsoever nature within the territory of the United Arab Emirates.  

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being distributed by CGS 
International Securities UK Ltd. (“CGS UK”). CGS UK is authorized and regulated by the Financial Conduct Authority and its registered office is at 53 New Broad Street, 
London EC2M 1JJ. The material distributed by CGS UK has been prepared in accordance with CGS International’s policies for managing conflicts of interest arising 
as a result of publication and distribution of this material. This material is for distribution only to, and is solely directed at, selected persons on the basis that those 
persons: (a) are eligible counterparties and professional clients of CGS UK; (b) have professional experience in matters relating to investments falling within Article 
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c)  fall within Article 49(2)(a) to (d) (“high net worth 
companies, unincorporated associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all such 
persons together being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied on by persons who are 
not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant 
persons. 

This material is categorised as non-independent for the purposes of CGS UK and therefore does not provide an impartial or objective assessment of the subject matter 
and does not constitute independent research. Consequently, this material has not been prepared in accordance with legal requirements designed to promote the 
independence of research and will not be subject to any prohibition on dealing ahead of the dissemination of research. Therefore, this material is considered a marketing 
communication. 

United States: This research report is distributed in the United States of America by CGS International Securities USA, Inc, a U.S. registered broker-dealer and an 
affiliate of CGS MY, CGS SG, CGS ID, CGS TH and CGS HK and is distributed solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 
under the Securities and Exchange Act of 1934. This communication is only for Institutional Investors whose ordinary business activities involve investing in shares, 
bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any person who is not a U.S. Institutional 
Investor or Major Institutional Investor must not rely on this communication. The delivery of this research report to any person in the United States of America is not a 
recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS International Securities USA, 
Inc. (“CGS US”), is a FINRA/SIPC member and takes responsibility for the content of this report. For further information or to place an order in any of the above-

https://cgs-cimb.my.salesforce.com/sfc/p/0o000001R0lq/a/0o000001VQbD/pWEfTWEVLyr6lOuRp_QTby300FRhrpwPw3_B1UGB1zo
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mentioned securities please contact a registered representative of CGS US. 

CGS International Securities USA, Inc. does not make a market on other securities mentioned in the report. 

CGS US has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months. 

CGS US has not received compensation for investment banking services from any of the company mentioned in the past 12 months. 

CGS US neither expects to receive nor intends to seek compensation for investment banking services from any of the company mentioned within the 
next 3 months. 
United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA”), this report is third-
party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and CGS International Securities Pte. 
Ltd. (“CGSI”). CGSI is not an affiliate of RJA. This report is distributed solely to persons who qualify as “U.S. Institutional Investors” or as “Major U.S. Institutional 
Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934, as amended. This communication is only for U.S. Institutional Investors or Major 
U.S. Institutional Investor whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative securities and who have 
professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. 
The delivery of this report to any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any 
opinion expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes responsibility for the content of this report. For further 
information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS US or RJA.  
https://raymondjames.com/InternationalEquityDisclosures  

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, institutional or 
sophisticated investors as defined in the laws and regulations of such jurisdictions.  

 

 
 

 

 

Recommendation Framework 

Stock Ratings Definition: 

 Add The stock’s total return is expected to exceed 10% over the next 12 months. 

 Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net 
dividend yields of the stock.  Stock price targets have an investment horizon of 12 months.  
  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 
  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
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Rating Distribution (%) Investment Banking clients (%)

Add 67.0% 0.5%

Hold 23.5% 0.9%

Reduce 9.5% 0.2%

Distribution of stock ratings and investment banking clients for quarter ended on 30 September 2024

588 companies under coverage for quarter ended on 30 September 2024

https://raymondjames.com/InternationalEquityDisclosures

