
Century Pacific Food (CNPF) met consensus expectations as net profit 
in the first quarter of the year grew 4% to Php732m versus last year’s 
Php701m on the back of healthy top line growth. Consolidated revenues 
grew 22% to Php9.1bn as sales grew across all segments. Slightly offset-
ting robust top line was faster increase in costs of goods, up by 25.7%. 
As a result, gross profits were up by only 12.6% to Php2.3bn. Likewise, 
higher operating expenses (opex) (+32%) incurred by the company for 
marketing initiatives caused bottom line to grow at a slower pace of 4%. 

Despite the strong top line growth, gross profit margin (GPM) contracted 
by 220 basis points (bps) to 25.7% while operating margin by 210bps 
to 10.7%. Main drivers were: 1) still elevated tuna prices carried over 
to 2018 (although signs of normalizing prices were seen in 1Q18) 2) 
higher opex from timing of advertising and marketing programs. How-
ever, management sees opex to taper off and grow slower than revenue 
growth. Margins are also expected to stabilize (if tuna prices ranged 
about $1,600-$1,800).

Robust branded business drove revenues
Higher volumes across the three branded business: marine, meat and 
milk pushed category revenues up by 23% to about Php6.8bn. This ac-
counted for 75% of total sales. CNPF’s continued dominance in key 
categories drove robust revenues across segments. The company had 
maintained 83% market share in canned tuna, way ahead of the second 
biggest competitor at 15% and slightly above end-2017 share of 82%. 
CNPF also dominated the corned beef category at 46% market share, 
ahead of the 18% share of the biggest competitor and better than 45% 
share by end-2017. Aside from healthy demand, there’s also some sup-
port coming from Hunt’s acquisition in the meat category. 

OEM exports grew 19% to Php2.3bn, accounting for 25% of total sales. Al-
though average tuna prices for the first quarter of 2018 was 3.5% lower at 
$1,576 per ton versus $1,633 per ton in 1Q17, continued upward momen-
tum in tuna sales supported overall category’s revenues. Also, increasing 
contribution of higher-value coconut products coupled with improved 
raw material coconut prices also lifted OEM export business. 

Cautious Outlook
Notwithstanding positive first quarter results, management kept its guid-
ance of mid-single digit profit growth and mid-teens revenue growth as 
revenues are expected to normalize in the second half of the year. In-
creasing raw material costs also put pressure to margins. As of end April, 
tuna price per ton was at $1,800, at the higher end of the company’s 
guidance of $1,600-$1,800/ton. This is 14.1% higher than the average 
price of $1,577/ton seen in the first quarter. Management sees margins 
to sustain at current level only if tuna prices will be at the expected 
range. To offset costs and cushion margins, management plans to in-
crease selling prices by 5% within the year. 

Recommendation
We like CNPF given its leading market share and diversified business. We 
also see margins pick up quarter-on-quarter from a downtrend in 2017: 
GPM increased 4ppts, OPM by 6ppts and NPM by 8ppts versus 4Q17. Mean-
while, rising raw materials, especially tuna, is cyclical and temporary. 
Note, however, that at current price, CNPF is trading at a small discount 
to target price of Php17.27. The stock, though, is trading at 20.8x P/E 
still cheaper compared to URC at 26.6x, DNL at 24.3x and JFC at 39.4x. 
Hold.
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Table 1: CNPF Stock Data

Consensus Target Price (Php)  17.27 

Currrent Price (Php)  16.78 

Upside Potential (%) 2.9%

52-Wk range (Php)  14-19.117 

Year-to-date change -0.87

Mkt Cap (Php bn)  56.82 

Free Float 24%

6-mos Average Daily Turnover (Php mn)  17.79 

Forward 2018 P/E  20.78 

Table 2. CNPF 1Q Income Statement (in Php mn)

1Q17 1Q18 % YoY 
Change

Net Revenue  7,478  9,129 22.1%

Cost of Good Sold  5,393  6,781 25.7%

Gross Profit  2,085  2,348 12.6%

Other Income (net Expenses)  44  178 306.3%

Operating Expenses  1,174  1,550 32.0%

Operating Income  955  977 2%

Financing Cost  22  33 49%

Net Profit before tax  933  944 1%

Income Tax Expense (Benefit)  231  211 -9%

Net Profit  701  732 4%

Gross Profit Margin 28% 26% -2.2ppts

Operating Income Margin 13% 11% -2.1ppts

Net Profit Margin 9% 8% -1.4ppts

Fig.1: YTD Price Performance vs PSEi (12/29/2017 = 100)
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