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Regional Plantation Overweight (From Neutral) 

Trade War ≠ Trade Woes    Stocks Covered  16 

 Ratings (Buy/Neutral/Sell): 7 / 7 / 2 

  Last 12m Earnings 

Revision Trend: 

Negative 
   
 Upgrade to OVERWEIGHT, Top Picks: KLK, AALI and First Resources. 

Our contrarian view is premised on the expectation that CPO prices are likely 

to rerate upwards in 4Q19 and continue rising in 1H20. As such, we believe 

plantation stocks will also likely rerate on this price movement. Historically, 

CPO prices are the leading indicator for plantation companies’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the stocks under our coverage by 2-5x to trade at 1SD 

above their historical averages. We expect plantation stocks to trade at more 

inflated valuations in the short term, before earnings start improving.   

 We maintain our CPO price assumptions of MYR2,200/tonne for 2019 and 

MYR2,400 for 2020. 

 The main premises for our upgrade are: 

i. Trade war is still on, with import duties being levied on US soybeans; 

ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 

iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 

iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   

v. Crude oil prices remain at high levels, causing positive CPO-gasoil price gap; 

vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects, not only on soybean 

demand and supply dynamics, but also on crude oil prices and FX volatilities. 

This, combined with the improving supply-demand dynamics of the CPO and 

eight vegetable oil complex, should lead to improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 

expect to see within the next few months, as share prices should also react 

positively in tandem. In addition, we believe the market would need to look for 

stock ideas with positive earnings growth momentum during this period of 

uncertain global economic conditions. 

 Now OVERWEIGHT. Investors should position for the run-up in CPO prices 

we expect to see within the next few months, as share prices should also react 

positively in tandem. We also believe the market will need to look for stock 

ideas with positive earnings growth momentum during these uncertain global 

economic conditions. Moreover, with the plantation sector in Malaysia having 

shariah status, there should also be a scarcity premium accorded to the 

sector. We upgrade our recommendations on eight stocks, with top regional 

picks being KL Kepong, Astra Agro, and First Resources. 

 

Top Picks Target Price 

KL Kepong (KLK MK) – BUY MYR28.35 

First Resources (FR SP) – BUY SGD1.90 

Astra Agro Lestari (AALI IJ) - BUY IDR16,160 
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Company Name Rating TP 
% 

Upside 
P/E (x)    

Dec-20F 
P/BV (x)    
Dec-19F 

Yield (%) 
Dec-19F 

Astra Agro Lestari Buy IDR16,160 50.3  13.3  1.0  3.1  

First Resources Buy SGD1.90 18.8  15.2  1.8  1.0  

Genting Plant Buy MYR11.35 16.3  37.8  2.1  1.2  

KL Kepong Buy MYR28.35 22.4  27.9  2.1  1.9  

London Sumatra Buy IDR1,450 21.3  15.7  1.0  1.1  

Sarawak Oil Palms Buy MYR2.35 11.9  16.2  0.6  2.4  

Wilmar  Buy SGD4.75 27.0  18.8  1.6  2.8  

Bumitama Agri Neutral SGD0.60 3.4  15.0  1.3  1.7  

CB Industrial Prdt Neutral MYR0.85 3.6  12.4  0.7  2.5  

FGV Neutral MYR1.00 9.3  n.m. 0.8  1.1  

Golden Agri Neutral SGD0.25 6.4 87.5  0.7  0.0  

IJM Plantations Neutral MYR1.45 (4.6) 29.1  1.0  1.3  

IOI Corp Neutral MYR4.60 4.1  37.0  3.1  1.8  

Sawit Sumbermas 
Sarana 

Neutral IDR1,000 5.8  18.8  2.1  0.3  

Sime Plantations Sell MYR4.25 (14.6) n.m. 2.4  0.2  

TSH Resources Sell MYR0.75 (14.8) 29.4  0.9  0.6  

Astra Agro Lestari Buy IDR 13310 28.3 9.4 1.0 3.2 Source: Company data, RHB 
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Trade war may not always equal trade woes 

Far-reaching effects of trade war. The ongoing trade war has far-reaching effects, not 
only on the direct goods that have taxes imposed, but on the general economic environment, 
exchange rates, crude oil prices and the like. For investors, the threat posed by the trade 
war to global economic health -- and in turn, consumption of commodities -- is trumping 
everything else. 

Although uncertainties remain elevated, our base-case scenario is that the US-China trade 
war will remain for now. While there could be a de-escalation of tensions in the months 
ahead, we believe a rapid resolution is unlikely. This suggests trade tensions will remain a 
key driver and a factor of volatility for the commodities sector in the coming quarters.   

In the agriculture commodity space, soybean prices in the US have suffered as a result 
of the trade war, while CPO and soybean prices in Brazil have risen. Palm oil demand 
has also benefitted from the trade war, although prices only started moving upwards in 
recent weeks, due to a combination of other factors.   

Figure 1: CPO vs US soybean prices – trade war timeline 

 

Source: RHB, Bloomberg 

 

Trade war impacts crude oil prices and, therefore, CPO prices 

Besides commodity prices, the trade war has also resulted in more volatile crude oil 
prices. Fears of a decelerating economy have impacted the oil industry, in the form of higher 
prices of imported steel for capital equipment, as well as a decline in US oil exports to China.  
This has depressed prices and spreads. Although other geopolitical circumstances like the 
attack on Saudi Arabia’s critical facilities have recently resulted in a spike in crude oil prices, 
the trade war will continue to play a part in crude oil price movements going forward. 
Currently, our crude oil price assumptions remain at USD63/bbl,  USD70/bbl,  and  
USD66/bbl  for  3Q19, 4Q19,  and  2019,  and  USD60/bbl  for  the  longer term. 



 

  

 

 

 

Plantation Regional Sector Thematic 

30 September 2019 Agriculture | Plantation 

See important disclosures at the end of this report 
3 

 

Market Dateline /  PP19489/05/2019 (035080) 

Figure 2: Crude oil prices vs gasoil prices Figure 3: CPO-gasoil spread is at +USD3.5/bbl (down from 
USD4.2/bbl last month) 

  
Source: Bloomberg Source: Bloomberg 

 

Our regional oil and gas analyst, in her report dated 2 Sep (REG Oil & Gas: The Fear Of a 
Recession) laid out the scenarios of a prolonged trade war and its impact on crude oil prices. 
Assuming the trade war is prolonged, crude oil prices could trade higher – which is a positive 
for palm oil prices, given the implied impact on biodiesel feasibility, and therefore, demand.  

Figure 4: Crude oil price scenarios 

Scenarios 1Q19 2Q19 3Q19F 4Q19F 2019F 2020F 2021+ Assumptions 

Base case 63.1 68.8 63 70 66 66 60 Escalating US-China trade tensions, with a strong demand boost in 4Q19F 

                  

Upside: 
Escalating 
Middle East 
tensions 

63.1 68.8 73 80 71.2 76.2 70 Upside Middle East tensions, add USD10/bbl 

                  
Both Middle 
East 
tensions 
and trade 
war 

63.1 68.8 68 75 68.7 71.2 65 Middle East tensions and trade war 

 

Source: RHB 

 

Currently the price gap between CPO and gasoil has risen back to USD3.5/bbl, or 
USD107/tonne (from USD0.5/bbl a few weeks ago). This means that the feasibility of 
biodiesel is still very much positive at current gas oil price levels, and export demand for 
palm-based biodiesel should remain robust. At the current price gap of USD107/tonne, palm 
biodiesel producers should be able to make profit margins of 3-5% in Malaysia and 
Indonesia for export sales.  
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Figure 5: Global biodiesel consumption is growing Figure 6: Biodiesel feedstock ssage 

 
 

Source: Oil World Source: Oil World 

 

Based on our base case assumption for crude oil and gas oil for the rest of 2019 and 
2020, we estimate the price gap between CPO and gas oil (POGO spread) should stay in 
the positive range of between USD5-7/barrel (or USD180-210/tonne), which means 
biodiesel would still be very much financially feasible to produce.  

In terms of global demand for palm-based biodiesel, while demand from the EU is 
expected to remain flat from 2019 levels in 2020-2023, before gradually declining as a result 
of the ban on palm-based biodiesel, we expect demand from other countries to pick up. Oil 
World has projected biodiesel demand to rise by at least 5m tonnes (or 11.5% YoY) in 2020. 
The bulk of this increase is expected to come from Indonesia, due to its B30 mandate. 

We believe there is a wildcard in the form of potential demand from China, particularly 
as it is facing a shortage of crude oil imports due to the trade war. China has been becoming 
a more regular customer for certain biodiesel players in Malaysia and Indonesia of late, 
particularly since palm-based biodiesel is now less expensive than gasoil. As biodiesel does 
not receive subsidies or government support through a nationwide mandate in China, this 
demand will remain stable as long as the POGO spread remains positive. In 2013-2014, as 
benchmark crude oil prices rose above USD100/barrel, biodiesel demand expanded as a 
lower-cost substitute with consumption reaching a record 1.8m tonnes. Currently, different 
states have different mandates like Shanghai’s municipal biodiesel B5 programme. Palm-
based biodiesel demand from China in 2018 was estimated at around 1.28m tonnes. This 
could potentially rise to 1.5-2m tonnes in 2019-2020, in light of the anticipated positive 
POGO spread  

Figure 7: Global biodiesel demand forecast 

 

Source: Oil World, RHB 

 

C o untries 2020F 2019F 2018 2017 2016 2015

EU 13.50 13.50 13.30 13.55 12.68 12.37

USA 7.50 7.43 7.14 6.13 6.21 4.72

Argentina 2.50 2.50 2.50 2.87 2.66 1.81

Brazil 5.80 5.15 4.66 3.75 3.33 3.46

Columbia 0.60 0.60 0.57 0.54 0.51 0.51

Singapore 1.20 1.20 1.12 1.05 0.99 0.87

Indonesia 10.95 7.45 5.20 2.92 3.18 1.22

M alaysia 1.70 1.40 1.14 0.72 0.50 0.67

Thailand 1.60 1.53 1.30 1.20 1.12 1.14

Other Countries 3.80 3.52 3.31 3.07 2.93 2.83

T OT A L 49.15 44.28 40.24 35.80 34.11 29.60

January/ D ecember ( 'm to nnes)
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In Malaysia, the B10 mandate for the transport sector and B7 mandate for the 
industrial sector which was implemented from July should see a full-year impact of an 
additional 0.3m tonnes in 2020 (from a targeted 1m tonnes in 2019). Although the 
Government has spoken about wanting to raise the mandate to B20 for the transport sector 
and B10 for the industrial sector in 2020, we would prefer not to assume any such increase 
until it has been gazetted. This is due to the fact that Malaysia does not have any pricing 
mechanism in place for subsidies, should the POGO spread go back to negative territory.  

As for Indonesia, as at Jul 2019, 3.2m kilolitres have been blended, from its original 
6.2m target for 2019. Recently, the Ministry of Energy and Mineral Resources (ESDM) 
issued a decree to instruct Pertamina to raise 2019’s target to 6.6m kl from 6.2m kl, an 
increase of 6.5% from the previous target, and 206% higher YoY from 2018’s 3.2m kl 
production. This shows the Government’s seriousness in pushing for its B30 target by Jan 
2020. Currently, the logistics are all in place to achieve this target, with Pertamina’s 111 
gasoline terminals and 29 mixing plants. In addition, the penalty of IDR6,000 per litre for 
non-compliance will be an added incentive. Should CPO prices start to trend up again, 
Indonesia’s export tax structure to subsidise the biodiesel industry will kick in again – where 
CPO producers will be taxed at USD25/tonne above the CPO price of USD570/tonne, and 
USD50/tonne above the CPO price of USD619/tonne.    

 

Figure 8: Biodiesel logistics issues resolved Figure 9: Biodiesel capacity in Indonesia 

  
Source: PT Triputra Agro 

 

Source: PT Triputra Agro 

Figure 10: Indonesia biodiesel statistics YTD-May Figure 11: Indonesia biodiesel statistics (2016-2018) 

  

Source: Indonesia Biodiesel Producers Association (APROBI), RHB Source: APROBI, RHB 
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The EU has imposed extra tariffs of up to 18% for biodiesel imported from Indonesia 
to counter allegations of subsidies given to producers within the EU. Indonesia has 
reportedly indicated that it will counter this by imposing higher tariffs on EU dairy products 
(the tariff rate is currently at 5-10%). We believe this import tariff will not have a significant 
impact, as Indonesia only exports a small portion of biodiesel to the EU (around 10% of total 
output). B30, when implemented, should eliminate the risk of loss of biodiesel exports to the 
EU. 

Based on discussions between Pertamina and Indonesian Oil Palm Estate Fund 
(BPDP-KS) last month, both parties are quite optimistic that the B30 policy will be executed 
by end-Jan 2020. This is because they believe that Pertamina and all the producers have 
the necessary capacity to produce the volume of biodiesel required for the policy. Dono 
Boestami, the head of BPDP-KS, also explained that Pertamina is completing its green 
diesel pilot project and green gasoline project, which could improve the absorption of 
biodiesel moving ahead. Both projects are expected to ramp up in 2020.  

We understand that some parties in Indonesia were somewhat apprehensive about 
the ability of passenger vehicles to use B30, citing engine issues, while there have also 
been questions about the ability of the current biodiesel equipment to process B30. 
However, the EDSM recently announced that its tests of B30 biodiesel on passenger 
vehicles have been successful thus far, while Indonesian Palm Oil Association (GAPKI) has 
also said that the current equipment is capable of producing B30. According to some parties, 
producing anything above B30 would trigger these problems, but B30 should still be 
achievable, based on the current government stance. Should the Government want to 
continue raising the mandate to above B30, the current pricing structure of biodiesel in 
Indonesia of CPO price plus USD100/tonne would need to be re-examined, and biodiesel 
capacities would have to be expanded.   

Current installed capacity of biodiesel in Indonesia is around 12m kl (or 10m tonnes). 
Based on this year’s B20 mandate, Indonesia should produce around 6m tonnes of 
biodiesel. In 2020, based on a B30 mandate, biodiesel production in Indonesia should 
increase to around 9m tonnes of biodiesel.   

 

Soybean – CPO competitor losing steam due to trade war, but for how long?  

Trade war developments. Since the development of the trade war, China implemented a 
25% tariff on US soybean imports in Jul 2018. On 1 Sep, an additional 5-10% tariff was 
implemented on soybeans as part of a retaliatory tax after the US imposed an additional 
10% tariff on c.USD300bn of goods imported from China. This tax will be implemented in 
two batches from 1 Sep and 15 Dec. On 13 Sep, China’s state media reported that the 
Central Government will exempt some American soybeans and other agricultural products 
from additional tariffs, as reciprocity to the goodwill gesture by the US to delay the next 
round of tariff hikes – until the trade talks scheduled for early October are resumed.  

Trade tariffs have depressed US soybean prices… Today, soybean is trading at around 
USD8.95/bushel, down c.12% from pre-trade war levels. As most Chinese importers have 
pulled out from US beans purchases after the trade war, we note that US soybean prices 
have fallen by c.15% QoQ and c.12% YoY in the quarter following the implementation of the 
25% tariff in Jul 2018 (Jul-Sep 2018) – these prices have remained subdued since. Given 
the political and business landscape of China, we expect most Chinese oilseed crushers to 
support the Central Government and shun US beans, unless given the green light to procure 
from the country.  

Consequently, US soybeans share of exports to China dropped to 49% in its market 
year (MY) 2017/2018, ending 31 Aug 2018. In MY2018/2019, US soybeans exports to China 
fell further to 28%. This is significantly lower than the pre-trade war levels at c.60%.  
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Figure 12:  US soybean prices were down by about 12% from 
pre-trade war levels 

Figure 13: US exports of beans to China have declined by 
52% since the trade war 

  

Source: Chicago Board of Trade, Bloomberg Source: USDA 

 

…and provides support for Brazilian soybean prices. Trading at c.USD345/tonne, 
Brazilian soybean is priced c.11% lower than pre-trade war levels. However, the decline is 
largely due to huge soybean inventories in South America. We believe Brazilian bean prices 
would have been lower if not for the trade war. Since the development of the trade war, 
Brazilian bean prices have been at a premium to US beans, as Chinese importers switched 
from buying beans from the US, to purchasing from the South American country.  

In the quarter following the introduction of tariffs on US beans, Brazilian soybean prices 
were at a c.21% premium to US bean prices, which are much higher than the historical 
spread of c.5%. The premium peaked at c.30% in Oct 2018 before tapering off in December 
that year, and reached parity with US bean prices in Jan 2019 due to strong production 
prospects for the crop in South America, as well as the resumption of US beans purchases 
during the 90-day trade truce. In May 2019, the escalation of the trade war resulted in the 
premium to US beans reverting back to c.8-9% before falling back to the historical spread 
of 5% on the prospect of trade talks. 

Figure 14: Brazil/US soybean prices and spread 

 
Source: Bloomberg, RHB 
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Overall global demand soybean has grown at a slower pace due to China. According 
to the United States Department of Agriculure (USDA), global soybean crush volumes grew 
at a much slower pace of 1.5% YoY in MY201820/19, dragged down by lower crushing 
volumes in China. In particular, total soybean crushing volumes in China fell from 90m 
tonnes to 85m tonnes. This was, in part, due to the African swine fever which has resulted 
in lower pig stocks. In addition, to support the Chinese Government in the trade war, China 
Feed Industry Association lowered the minimum protein requirement for pork and poultry 
feed by c.1-2ppt. 

Figure 15:  China’s hog inventory Figure 16: Change in crude protein standards for hogs 

  

Source: China Ministry of Agriculture and Rural Affairs, CEIC   Source: China Feed Industry Association 

 

Meanwhile, the US saw increased soybean imports from other countries due to favourable 
prices. However, these countries were not able to offset the decline in imports from China 
as they do not import as much as China. Despite the 52% YoY decline in soybean imports 
from China in MY2018/2019, China is still the largest soybean export market for the US. 

Figure 17: Top 5 export destinations for US soybeans in k tonnes  

 
Source: USDA 

 

Impact on China soybean crush margins. China soybean crush margins have been 
volatile as a result of global supply chain disruptions following the trade war. China Agri (606 
HK, NR) and Wilmar are two of the largest oilseeds crushers in China. We note that both 
players managed to maintain decent margins in their oilseeds segments in 2H18 (after the 
implementation of tariffs on soybeans), presumably due to the low-cost soybean stocks in 
their inventories. The crush margins, however, began to fall in 1H19 as the low-cost 
inventories ran out and soy meal demand crashed as a result of the African swine fever.  
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Figure 18: China Agri and Wilmar’s oilseeds segment margin 

 
Note: 606 HK operating margin is for its Oilseeds processing segment while Wilmar pretax margin is for its 

Oilseeds & Grains segment  

Source: Company data 

 

 

Going forward, Brazil will continue to be the key replacement market for China 
demand. Brazil’s total production has overtaken that of the US since MY2017/2018. Even 
with the disruption of soybean supply, c.80-90% of China’s soybean crushing needs could 
still be fulfilled through Brazilian exports, thanks to strong production in the last two years. 
The USDA projects Brazil soybean production to grow by another 5% in the next production 
cycle.  

Given our base-case scenario that the US-China trade war will remain for now, we expect 
Brazilian soybean to trade sideways. China’s dependence on Brazilian beans should keep 
prices and premium against US beans supported. However, in the shorter term, there should 
be volatility to the price spread, depending on the sentiment on the trade war. On the other 
hand, strong prospects for production numbers and high ending stocks would limit major 
upside in Brazilian bean prices.  

Figure 19: Being the largest soybean producer, Brazil is the only market capable 
of supplying China with adequate beans to replace that from the US after the 
tariffs implementation 

 
Source: USDA 
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Hedging with trade deals with other markets. Since the escalation of the trade war, China 
has made several agricultural trade deals with other markets, presumably to seek 
replacement and reduce its reliance on US for soybeans: 

i. In Jul 2018, China removed tariffs on the import of soybeans, soybean meal and 
rapeseed from five Asian countries – Bangladesh, India, Laos, South Korea, and Sri 
Lanka as part of the Asia Pacific Trade Agreement; 

ii. In Jul 2019, China approved soybean imports from all parts of Russia and expect to 
double trade between the two countries over the next five years, driven largely by 
agricultural products; 

iii. In Sep 2019, China further inked an agreement to allow the import of Argentinean 
soybean meals into China. We expect actual implementation to take another half a 
year to complete. 

We note that other than India – which is one of the top 5 soybean-producing countries – the 
rest of the Asian countries have limited impact on soybean supplies. Even so, India’s 
soybean production is small relative to Brazil and the US. We see the trade deals as 
supplements to China’s soybean supplies, and steps to reduce the reliance on US beans. 
Brazil would still remain the largest exporter of soybean to China, assuming the trade war 
remains in place.  

Argentina is the largest soybean meal-exporting country. Although China now allows 
imports of Argentinean soybean meal, we believe China’s preference would still be to import 
soybeans and crush domestically. This is because soybean meals are perishable, and 
imports from Argentina are not that cost competitive after factoring in export tax and 
transport costs. We view the new import agreement with Argentina as insurance to China’s 
soybean meal supply against adverse circumstances such as trade war escalation with the 
US or supply shortages in Brazil.   

Figure 20:  Top soybean-producing markets Figure 21: Top soybean meal-exporting markets 

 

 

Source: USDA Source: USDA 

 

Goodwill given to the US ahead of trade talks. The US and China are expected to resume 
trade talks in October. According to Bloomberg, China has given approvals for some 
oilseeds crushers to buy up to 2-3m tonnes of tariff-free US beans as a goodwill gesture 
preceding the trade talks. The optimism has brought some short-term respite to US bean 
prices. 

However, given that soybean is one of the main leverage points China has on the trade 
negotiation, we believe some form of tariffs on soybeans will remain. China may, from time 
to time, give concessions to major oilseeds crushers to buy US soybeans – especially in 4Q 
when supplies from South America are tight post-harvesting season.  

Impact on soybean crush margins in China. We expect soybean crushing margins to 
improve from the low levels in 1H19 as we expect China’s feed meal demand to recover on 
rising poultry and pork prices while Brazilian soybean prices could trade sideways. Oilseeds 
crushers that were given quotas to import tariff-free US beans would benefit from the lower 
prices. 
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Over the longer term, we do not expect soybean crush margins to improve to pre-
trade war levels as the opening of doors to soybean meal imports from Argentina and other 
Asian countries will intensify competition. This will put a price cap to what China soybean 
crushers could charge to feed producers and would limit major upside to crush margins.  

Should a trade resolution come into effect; we believe short-term crushing margins will 
improve as excess soybeans stock from the US will hit the China market. However, this 
would be partially offset as US bean prices increase to reflect the reduction in tariffs. 

What all this means to CPO demand is that while the trade war remains and the remnants 
of the African swine flu are still prevalent, soybean crushing activity may remain flattish and 
demand for CPO (as a replacement for soybean oil) would remain robust in China. This 
demand would, however, fluctuate depending on where the CPO-soybean oil gap is. Should 
the price gap widen too much to above USD150/tonne, price-sensitive countries could 
switch back to soybean oil.  

 

Figure 22: Palm oil is trading at a USD129/tonne discount to 
soybean oil (from USD122/tonne last month) 

Figure 23: Global soybean supply and demand 

 

 
Source: Bloomberg Source: Bloomberg 

 

CPO prices – where do we go from here? 

Demand for CPO to remain relatively robust. With our base case assumption that the 
trade war remains active, and that ASF in China takes 1-2 years before full recovery of the 
swine inventory takes place, we believe demand for CPO will remain relatively robust in 
2020. 

Demand for CPO from China has risen by 38% YoY in YTD-July, from the fact that 
soybean crushing is not taking place due to the ASF epidemic. With China’s recent change 
in regulations to allow Brazilian soymeal to be imported into the country, we believe demand 
for CPO would remain intact in the medium term, as China seems to be moving towards 
lower reliance on US soybeans. Oil World projects CPO imports from China to rise 9.6% 
YoY in 2020, after rising 18% in 2019.  

While stronger demand from China could be offset somewhat by weaker demand 
from India (post-import duty hike on Malaysian refined palm oil), we believe the overall 
decline in Indian demand for palm oil and its by-products would not be significant. This is 
due to the likely switching of demand in India to CPO, instead of to refined palm oil, and to 
Indonesian refined palm oil instead of Malaysian refined palm oil, due to the price discount 
of 5-6% in Indonesia.  
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In India, heavy rainfall has caused flooding in parts of Central India and damaged 
soybean crops. This could result in delayed harvesting and below-expected crop output in 
2019. This could mean reliance on CPO could remain heavy this year (projected at +9.1% 
YoY by Oil World). In YTD-July, CPO imports are up 15% YoY. 

Figure 24: India’s rainfall records Figure 25: CPO consumption forecast 

 

 

 

 

Source: Oil World Source: Oil World 

 

Figure 26: China's edible oil imports rose 50% YTD-July, 
while CPO imports were up 38% YoY 

Figure 27: India's edible oil imports were up 5.1% YTD-July  
while CPO imports rose by 15.3% YoY 

  

Source: Bloomberg Source: Bloomberg 

 

This, combined with the current weather conditions in Indonesia and Malaysia, leads 
us to believe CPO prices are due for a rerating in 2020. Currently, although the 
international climate models are still predicting neutral weather conditions to be the most 
likely scenario for the remainder of 2019 and into early 2020, the current reading for the 
Southern Oscillation Index (SOI) is at -12.6. This indicates El Nino conditions are currently 
being experienced as sea surface temperatures remain warmer than average - although it 
cannot be considered to be an El Nino event until the SOI remains below -7 for more than 
three months consecutively. This warmer and dryer weather is currently being experienced 
in Indonesia and Malaysia, hence causing the prevailing haze episodes in these countries. 



 

  

 

 

 

Plantation Regional Sector Thematic 

30 September 2019 Agriculture | Plantation 

See important disclosures at the end of this report 
13 

 

Market Dateline /  PP19489/05/2019 (035080) 

Should this dry weather continue for a couple more months, there will be some impact felt 
on production of CPO in 2020. Already in Indonesia, certain areas in Kalimantan were faced 
with patchy dry weather conditions since June/July, which resulted in weaker-than-expected 
CPO output in Indonesia.  

Figure 28: Probability of a full-blown El Nino is low Figure 29: Southern Oscillation Index at El Nino conditions of   
-12.6  

 
 

Source: University of Columbia Source: Australian Bureau of Meteorology 

 

The official GAPKI forecasts for Indonesian CPO output in 2019 to rise to around 50m 
tonnes, up 5.5% YoY (from 47.4m tonnes in 2018), and to 60m tonnes by 2025. Official 
numbers for CPO output in YTD-July is +16.1% YoY. This means GAPKI expects CPO 
output growth to moderate in 2H19. In any case, we believe GAPKI production numbers 
may not be too accurate, given that it is not comprehensively collected from all CPO 
producers in the country. For all the Indonesian companies we cover, CPO output has been 
weaker YoY in 1H19, indicating a deviation from the official numbers. This is reflective of 
the dryness in certain areas in Sumatra (7% less rainfall YoY) and Kalimantan (9.5% less 
rainfall YoY). For 2020, we project Indonesia’s CPO output to grow by a smaller 3-4% YoY, 
coming from the slowdown of new planting over the last few years and the dry weather 
experienced this year.  

As for Malaysia, the official Malaysian Palm Oil Board (MPOB) forecasts CPO output 
to rise to 20.3m tonnes, up 5% YoY (from 19.5m tonnes in 2018). This is also a moderation 
from the YTD-Aug output growth of 10.8% YoY. For 2020, we believe CPO output could be 
flattish YoY, after a strong year of production, as the trees take a rest.  

Figure 30: CPO supply and demand Figure 31: Indonesian rainfall shortage to affect output in 2020  

  
Source: Oil World Source: Oil World 
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Stock/usage ratios looking healthier. In total, based on Oil World’s projections, CPO 
production is estimated to rise by 1.7m tonnes in 2020, while demand is projected to rise by 
3.3m tonnes, resulting in a lower ending stock level of 13.35m tonnes (-9.1% YoY). 
Stock/usage ratios are also expected to fall to 16.7% (from 19.1% in 2019), which is lower 
than the 15-year average of 17.5%.  As for the eight vegetable oil complex, production 
growth is also expected to be overshadowed by consumption growth by 1.4m tonnes, 
resulting in a 5% YoY decline in ending stock levels. Stock/usage ratios for the eight 
vegetable oil complex are expected to decline to 13.4% in 2020, slightly below to the 15-
year average of 13.5%. As these leading indicators all seem to be pointing to an 
improvement in fundamentals, we believe the time is ripe for CPO prices to be rerated 
upwards.  

Figure 32: Palm oil and soybean oil stock/usage ratio Figure 33: 8 vegetable oil complex stock/usage ratio 

  

Source: Oil World, RHB Source: Oil World, RHB 
 

Recommendation – Upgrade sector to OVERWEIGHT 

Overall, we expect 2020 to be a better year for the plantation sector, and we upgrade 
the sector to OVERWEIGHT (from Neutral). Caveats to our call include:  

i. Our base case assumption that the trade war remains active; 

ii. Crude oil prices are as our in-house forecasts of USD66/bbl and USD60/bbl for 2019 
and 2020; 

iii. No extreme climate conditions; 

iv. Exchange rates are at MYR4.15/USD for 2019 and MYR4.10/USD for 2020. 

 

That being said, we believe our MYR2,400/tonne CPO price projection for 2020 
already reflects our expectation of a stronger CPO price environment next year. We 
believe prices will be stronger in 1H20 than 2H20, as is seasonally the case. For the rest of 
2019, we project CPO prices to remain in the range of MYR2,100-2,400/tonne. Our CPO 
price assumption of MYR2,200/tonne for 2019 remains intact – although it is likely that we 
would end the year averaging closer to MYR2,100/tonne, based on a YTD-average price of 
MYR2,000/tonne. Nevertheless, given the small gap, we are leaving our 2019 forecasts 
unchanged.  

 

Valuations and stock picks 

In view of this expectation, we believe plantation stocks would also likely rerate on 
the back of this price movement. Historically, CPO prices are the leading indicator for 
plantation companies’ P/E valuations. As such, when CPO prices start moving, plantation 
P/Es will expand first, before earnings catch up and valuations return to normal.  As such, 
we are raising our valuation targets for the plantation stocks under our coverage by 2-5x, as 
we expect plantation stocks to trade at more inflated valuations in the short term before 
earnings start improving.  

 



 

  

 

 

 

Plantation Regional Sector Thematic 

30 September 2019 Agriculture | Plantation 

See important disclosures at the end of this report 
15 

 

Market Dateline /  PP19489/05/2019 (035080) 

Investors should position for the anticipated run-up in CPO prices that we expect to 
see within the next few months, as share prices should also react positively in tandem. In 
addition, we believe the market will need to look for stock ideas with positive earnings growth 
momentum during this period of uncertain global economic conditions. Moreover, with the 
plantation sector in Malaysia having shariah status, we believe there would also be a 
scarcity premium accorded to the sector.    

Figure 34: CPO prices are a leading indicator for plantation companies’ P/Es 

 

Source: RHB, Bloomberg 

 

We summarise the changes made to our TPs and our recommendations in the table 
below. For most of the stocks, we have pegged the P/Es at 1SD above their historical 
means. We now assign higher target P/Es for the respective plantation divisions of the big-
cap Malaysian planters of 30-35x (from 25-30x) and 16-18x for the mid-cap Malaysian 
planters and the SGX and IDX-listed stocks (from 14-15x). 

We upgrade our recommendation on eight stocks across the region. We now have 7 
BUYs (KL Kepong, Genting Plantations, Sarawak Oil Palms, First Resources, Wilmar, Astra 
Agro Lestari and London Sumatra), seven NEUTRAL stocks (IOI, FGV, IJM Plantations, CB 
Industrial Product, Bumitama Agri, Golden Agri and Sawit Sumbermas) and two SELL calls 
(TSH Resources and Sime Darby Plantation).  
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Figure 35: Recommendation and TP changes 

 

Source: RHB                                                                                                                                                          

 
Top regional picks – KL Kepong, AALI and First Resources. Given the expectation that 
upstream planters will benefit more from a rise in CPO prices than downstream planters, we 
are now switching our top regional picks to KL Kepong, Astra Agro Lestari and First 
Resources (from Wilmar).  

Figure 36: Regional peer comparison 

 

Note: Prices are as at 27 Sep 2019 

Source: RHB, Bloomberg, Company data                                                                                                                                                          

Local Currency FYE Current Px Old TP New TP Old Rec New Rec

23/9/2019

CBIP Dec 0.82 0.80 0.85 Sell Neutral

FGV Dec 0.93 0.90 1.00 Neutral Neutral

GenP Dec 10.00 9.30 11.35 Neutral Buy

IJMP Mar 1.50 1.20 1.45 Sell Neutral

IOI June 4.40 3.90 4.60 Neutral Neutral

KLK Sep 23.14 23.40 28.35 Neutral Buy

Sime Plant Dec 4.85 3.90 4.25 Sell Sell

SOP Dec 2.08 1.85 2.35 Neutral Buy

TSH Dec 0.90 0.70 0.76 Sell Sell

Bumitama Dec 0.61 0.54 0.60 Neutral Neutral

FR Dec 1.59 1.45 1.90 Neutral Buy

GGR Dec 0.25 0.22 0.25 Sell Neutral

Wilmar Dec 3.80 4.50 4.75 Buy Buy

AALI Dec 10,975 13,730 16,160 Buy Buy

Lon Sum Dec 1,235 1,290 1,450 Neutral Buy

SSS Dec 885 950 1,000 Neutral Neutral

Bloomberg ticker Rating Price Target price Core P/E Core P/E P/BV Net gearing Div yield ROE EV/ha
(local ccy) (local ccy) FY19F FY20F FY19F FY19F FY19 FY19F USD

CB Industrial Prdt CBP MK Neutral 0.82 0.85 18.7 12.4 0.7    Cash 2.5% 3.5% N/A

FGV FGV MK Neutral 0.92 1.00 -22.0 228.1 0.8    53.1% 1.1% -3.5% 34,026    

Genting Plant GENP MK Buy 9.76 11.35 55.1 37.8 2.1    -37.3% 1.2% 3.7% 21,033    

IJM Plantations IJMP MK Neutral 1.52 1.45 44.7 29.1 1.0    47.4% 1.3% 2.2% 8,636      

IOI Corp IOI MK Neutral 4.42 4.60 39.1 37.0 3.1    34.1% 1.8% 8.2% 41,186    

KL Kepong KLK MK Buy 23.16 28.35 37.2 27.9 2.1    20.3% 1.9% 5.7% 34,026    

Sarawak Oil Palms SOP MK Buy 2.10 2.35 52.5 16.2 0.6    28.3% 2.4% 1.1% 5,040      

Sime Plantations SDPL MK Sell 4.88 4.25 471.6 49.9 2.4    38.7% 0.2% 0.5% 19,389    

TSH Resources TSH MK Sell 0.88 0.75 51.3 29.4 0.9    91.9% 0.6% 1.7% 14,680    

Bumitama Agri BAL SP Neutral 0.58 0.60 31.2 15.0 1.3    64.1% 1.7% 4.7% 10,500    

First Resources FR SP Buy 1.60 1.90 25.6 15.2 1.8    32.5% 1.0% 7.0% 13,522    

Golden Agri GGR SP Neutral 0.23 0.25 -27.6 87.5 0.7    66.7% 0.0% -2.6% 14,048    

Wilmar WIL SP Buy 3.74 4.75 19.5 18.8 1.56 124.5% 2.8% 8.1% N/A

Astra Agro Lestari AALI IJ Buy 10,750     16,160        96.8 13.3 1.0    19.3% 3.1% 1.1% 8,137      

London Sumatra LSIP IJ Buy 1,195       1,450         38.5 15.7 1.0    Cash 1.1% 5.5% 5,240      

Sawit Sumbermas 

Sarana

SSMS IJ Neutral 945          1,000         40.8 18.8 2.1    0.1% 0.3% 5.2% 14,798    

Regional Average 40.0 23.5 1.5 18,051    
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Figure 37: Earnings sensitivity to changes in CPO prices 

 

Source: RHB 

 

Figure 38: Peer comparison based on EV/ha 

 

Source: RHB 

 

 

 

 

Net Profit Change For Every MYR100/tonne Change

Genting Plantations 6-8%

KLK 4-6%

IJMP 5-7%

IOI Corp 3-5%

Sime Plantation 7-9%

FGV 4-6%

SOP 6-8%

TSH 4-5%

Golden Agri, SGD 8-10%

First Resources, SGD 4-5%

Bumitama Agri, SGD 5-6%

AALI, IDR 9-11%

Lonsum, IDR 11-12%

SSS, IDR 12-13%
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Astra Agro Lestari (AALI IJ) Buy (Maintained) 

Ready Player One; Maintain BUY With New TP  
 
 Target Price (Return) IDR16,160 (+50%) 

upside)  Price: IDR10,750 
 

 Market Cap: USD1,459m 

  Avg Daily Turnover (IDR/USD) 10bn/0.74m 
   

 Maintain BUY, new IDR16,160 TP from IDR13,730, 50% upside with 3% yield. 
We upgraded AALI’s TP together with that of the other planters we cover, on our 
now-more bullish view on the sector. In our view, AALI will benefit the most from 
the bullish outlook for CPO prices. This is our preferred pick, and our proxy to the 
Indonesian plantation sector – due to its good corporate governance and 
operational excellence.  

 Astra Agro Lestari’s share price has climbed by 15% from a weak point of 
IDR9,800 to its peak at IDR11,350, since it booked soft 2Q results while the CPO 
price recovered from MYR1,900 to MYR2,200. When the CPO price breaches 
upwards past its peak of RM2,200, its share price might run up faster than that of 
the commodity 

 We raise our target P/E but maintain other assumptions. When CPO prices 
start moving, plantation companies’ P/Es will expand first. This is why we bumped 
up AALI’s target P/E to 20x from 17x – as AALI is the proxy to the plantation 
sector in Indonesia, and it has the capacity to capture the major changes in CPO 
prices.   

 Deserves a premium vs other plantation companies. We prefer AALI over to 
London Sumatra (LSIP IJ, BUY, TP: IDR1,450) and Sawit Sumbermas Sarana 
(SSMS IJ, NEUTRAL, TP: IDR1,000) due its better corporate governance, 
replanting programme, and ability to improve sales volume by diversifying its 
sales volume sources to its trading business. Also, AALI should be valued at a 
premium, being owned by a major conglomerate – which should allow it to benefit 
the most from the bullish outlook, due to its operational excellence.   

 Good capacity to maintain margins historically. The company’s GPM and 
NPM are strongly correlated to CPO price movements, as with other planters. 
However, when other companies booked negative earnings, it managed to record 
a positive NPM in its quarterly results in the past three years, excluding 3Q15.  

 New target P/E target of 20x from 17x. This also means our TP is now higher, 
at IDR16,160 from IDR13,730. Downside risks to our call: the CPO price rally not 
being sustained, and if AALI is unable to capture the CPO price rally in its sales 
volume.   
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (9.1) (0.5) 3.4  (4.9) (11.9) 

Relative (9.7) (0.7) 4.6  (1.2) (18.0) 

52-wk Price low/high (IDR) 9500 - 14400 

  
 

 

Source: Bloomberg 

 

 

 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (IDRbn) 
 

17,306 19,084 17,992 20,765 22,117 

Reported net profit (IDRbn) 1,968 1,439 214 1,555 2,275 

Recurring net profit growth (%) (2) (27) (85) 625 46 

EPS (IDR) 1,023 747 111 808 1,182 

DPS (IDR) 518 434 337 50 364 

P/E (x) 10.5 14.4 96.5 13.3 9.1 

P/B (x) 1.1 1.1 1.0 0.9 0.9 

P/CF 3.9 8.8 6.6 4.2 3.0 

Dividend Yield (%) 4.8 4.0 3.1 0.5 3.4 

EV/Ha (USD) 10,237 10,237 10,237 10,237 10,237 

ROAE (%) 14.9 7.6 1.1 7.5 10.4 

Net debt to equity 19.8 24.0 18.9 12.9 9.2 

      Source: Company data, RHB  
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Financial Exhibits 

Financial model updated on: 2019-09-26  

Asia Financial Summary 2017 2018 2019F 2020F 2021F 

EPS (IDR)         1,023             747                 111             808          1,182  
DPS (IDR)            518             434                 337                50             364  
BVPS (IDR)         9,722        10,118           10,593        11,405        11,885  
FCFPS (IDR)         1,433             634                 843          1,323          1,857  
Weighted Avg Adjusted Shares (m)         1,925          1,925              1,925          1,925          1,925  

           
Valuation Metrics 2017 2018 2019F 2020F 2021F 

P/E (x)           10.5            14.4                96.5            13.3               9.1  
P/B (x)              1.1               1.1                  1.0               0.9               0.9  
FCF Yield (%)           13.3               5.9                  7.8            12.3            17.3  
Dividend Yield (%)              4.8               4.0                  3.1               0.5               3.4  
EV/EBITDA (x)              7.0               7.9                15.2               7.4               5.7  
EV/ha (planted)       10,237        10,237           10,237        10,237        10,237  

           
Income Statement (IDRbn) 2017 2018 2019F 2020F 2021F 

Total Turnover       17,306        19,084           17,992        20,765        22,117  
Gross Profit         4,145          3,540              1,770          3,708          4,701  
EBITDA         3,743          3,338              1,731          3,533          4,585  
Depreciation and Amortisation            863          1,131              1,334          1,403          1,469  
Operating Profit         3,051          2,326                 611          2,320          3,303  
Net Interest           (104)           (133)              (217)           (217)           (217) 
Pre-Tax Profit         2,880          2,207                 397          2,130          3,116  
Taxation           (810)           (686)              (183)           (575)           (841) 
Minority Interests            103                76                   11                78             114  
Net Profit         1,968          1,439                 214          1,555          2,275  

           
Cash Flow (IDRbn) 2017 2018 2019F 2020F 2021F 

Working Capital           (877)           (188)                 (83)           (102)             (44) 
Cash Flow from Operations         2,757          1,220              1,623          2,546          3,575  
Capex         1,466        (1,499)           (1,500)       (1,500)       (1,500) 
Cash Flow from Investing Activities       (1,754)       (1,519)           (1,490)       (1,525)       (1,512) 
Proceeds from Issue of Shares                -                   -                       -                   -                   -    
Dividends Paid           (997)           (835)              (648)             (97)           (700) 
Cash Flow from Financing Activities       (1,277)               86                 699                  8        (1,352) 
Cash at Beginning of Period            532             262                   49             881          1,910  
Net Change in Cash           (273)           (213)                832          1,029             711  
Ending Balance Cash            262                49                 881          1,910          2,621  

           
Balance Sheet (IDRb) 2017 2018 2019F 2020F 2021F 

Total Cash and Equivalents            262                49                 881          1,910          2,621  
Fixed assets       16,899        17,268           17,434        17,530        17,561  
Total Assets       25,120        26,857           27,553        29,502        30,637  
Total Current Liabilities         2,309          3,077              2,981          3,224          3,354  
Total Non-Current Liabilities         4,098          4,306              4,184          4,327          4,409  
Total Liabilities         6,407          7,382              7,165          7,551          7,763  
Shareholders' Equity       18,712        18,990           19,931        21,423        22,312  
Minority Interests            477             485                 457             528             562  
Total Liabilities & Equity       25,120        26,857           27,553        29,502        30,637  

           
Key Metrics 2017 2018 2019F 2020F 2021F 

Revenue Growth (%)           22.5            10.3                 (5.7)           15.4               6.5  
EPS Growth (%)             (14)             (27)           (85.09)            625                46  
Gross Margin (%)           24.0            18.5                  9.8            17.9            21.3  
EBITDA Margin (%)           21.6            17.5                  9.6            17.0            20.7  
Net Profit Margin (%)           11.4               7.5                  1.2               7.5            10.3  
Dividend Payout Ratio (%)               45                45                   45                45                45  

 

Indonesia 

Agriculture | CPO 
Astra Agro Lestari 

Bloomberg AALI IJ 
BUY  

Major shareholders (%)  

Astra International 79.7 

Sun Life Financial I 1.4 

Dimensional Fund 1.0 

 

Valuation basis 

20x P/E -0.5SD below the mean. This is 
because we believe AALI should trade close 
to its mean due to its healthy FFB yields and 
replanting programme, on top of good GCG 
and operating excellence.  
 

Key drivers 

i. Increase in palm product prices; 
ii. Increase in palm product sales volume; 
iii. A drop in Indonesia’s and Malaysia’s 

inventory levels. 
 

Key risks 

i. Further weakening of CPO prices; 
ii. Significant drop in production. 

 

Company Profile 

Astra Agro Lestari operates rubber plantations 
and manufactures cooking oil. Through its 
subsidiaries, the company also runs oil palm, 
tea and cocoa plantations. 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Company data, RHB 
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Figure 3: AALI’s replanting programme 

 
Source: Company data 
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Figure 2:  AALI’s Gross Profit Margin vs CPO price change 
(%) 2Q15 – 2Q19) 

  

Source: RHB, Compan Source: RHB, Company 

-15%

-10%

-5%

0%

5%

10%

15%

20%

25% AALI NPM CPO Price (% Change)

-15%

-10%

-5%

0%

5%

10%

15%

20%

25% AALI NPM CPO Price (% Change)

-15%

-10%

-5%

0%

5%

10%

15%

20%

25% AALI NPM CPO Price (% Change)

-15%

-10%

-5%

0%

5%

10%

15%

20%

25% AALI NPM CPO Price (% Change)



 

 

 

Astra Agro Lestari Indonesia Company Update 
  

30 September 2019  Agriculture | Plantation 

See important disclosures at the end of this report 
21 

   
 Market Dateline /  PP19489/05/2019 (035080) 

Figure 4: AALI’s 5-year P/E band Figure 5: AALI’s 5-year P/BV band 

 
 

Source: Bloomberg, RHB Source: Bloomberg, RHB 
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30 September 2019 Agriculture | Plantation 

Bumitama Agri (BAL SP) Neutral (Maintained) 

Valuations At Fair Levels; Stay NEUTRAL    Target Price (Return)  SGD0.60 (+3%) 

(+18  Price: SGD0.58 

  Market Cap: USD760m 

 Avg Daily Turnover (SGD/USD) 0.26m/0.06m 
   
 Maintain NEUTRAL, SOP-based TP of SGD0.60, 3% upside. This is on the 

back of our sector upgrade to OVERWEIGHT, as we expect CPO prices to 

rerate upwards in 4Q19 and continue rising in 1H20. We believe plantation 

stocks would also likely rerate on the back of this price movement, as CPO 

prices are the leading indicator for plantation companies’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices remain at high levels, causing positive CPO-gasoil price 

gap; 
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 

expect to see within the next few months, as share prices should also react 

positively in tandem. In addition, we believe the market would need to look for 

stock ideas with positive earnings growth momentum during this period of 

uncertain global economic conditions. 

 Still NEUTRAL. Our TP rises to SGD0.60 from SGD0.54, after we lift our P/E 

to 16x (from 14x), which is 1SD above its historical average. Our TP implies 

an EV/ha of USD10,000 – at the low end of the peer range of USD10,000-

15,000/ha. Although Bumitama is a pure upstream company, and will benefit 

from the hike in CPO prices, we believe valuations are already relatively fair 

at current levels, and upside is somewhat limited.  

 

Analyst 
 

Singapore Research 
+65 6533 0781  
sg.research@rhbgroup.com 
 

 

 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (5.6) (0.8) (11.4) (12.7) (14.6) 

Relative 0.3  0.4  (6.2) (8.1) (2.9) 

52-wk Price low/high (MYR) 0.54 - 0.735 

 
 

 
Source: Bloomberg 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (IDRbn) 8,131.4 8,381.2 7,929.1 9,039.6 9,621.5 

Recurring net profit (IDRbn) 1,188.2 1,201.9 372.2 712.0 813.5 

Recurring net profit growth (%) 23.5 1.2 (69.0) 91.3 14.3 

Recurring P/E (x) 9.4 9.2 29.1 15.1 13.3 

P/BV (x) 1.5 1.4 1.4 1.3 1.2 

P/CF (x) 5.9 7.3 9.9 6.8 6.2 

Dividend Yield (%) 4.7 4.7 1.7 3.0 3.4 

EV/EBITDA (x) 4.3 4.4 8.2 5.6 5.1 

ROE (%) 16.0 14.1 4.7 8.5 9.3 

Net debt to equity (%) 60.8 63.4 64.1 59.0 56.2 

Interest coverage (x) 11.7 9.3 2.7 4.6 5.3 

      Source: Company data, RHB 
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Financial Exhibits 
 

Asia 

Singapore 

Agriculture 

Bumitama Agri 

BAL SP 

 

 

Valuation basis 

We use 16x 2020 P/E to value Bumitama Agri at 1SD 
above its historical average. This implies an EV/ha of 
USD10,000, which is at the low end of its peers’ range 
of USD10,000-15,000. 
 

Key drivers 

CPO prices and FFB production. 

 

Key risks 

CPO price movements, weather risks, and the demand 
and supply dynamics of the global vegetable oil 
industry. 
 

Company Profile 

Bumitama Agri is a pure upstream plantation company 
in Indonesia, with landbank mostly in Kalimantan. 

 

 
 

Financial summary  Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring EPS (SGD) 0.06 0.06 0.02 0.04 0.04 

DPS (SGD) 0.03 0.03 0.01 0.02 0.02 

BVPS (SGD) 0.39 0.41 0.43 0.45 0.47 

ROE (%) 16.02 14.12 4.68 8.53 9.26 

      

      
Valuation metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring P/E (x)  9.5 9.3 32.0 15.4 13.6 

P/B (x) 1.52 1.44 1.38 1.31 1.26 

FCF Yield (%) 2.44 1.98 1.63 2.06 2.19 

Dividend yield (%) 4.7 4.7 1.7 3.0 3.4 

EV/EBITDA (x) 4.4 4.5 8.4 5.7 5.2 

EV/EBIT (x) 5.6 5.8 16.3 8.9 7.8 

      
Income statement (IDRbn) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Total turnover 8131 8381 7929 9040 9622 

Gross profit 2,389 2,391 1,397 2,032 2,260 

EBITDA (adj.) 2,458 2,398 1,250 1,824 2,038 

Depreciation & amortisation (518) (550) (606) (651) (693) 

Operating profit 1,940 1,848 643 1,173 1,345 

Net interest  (18) (35) (60) (70) (69) 

Pre-tax profit 1,894 1,705 584 1,104 1,276 

Taxation (470) (410) (146) (276) (319) 

Net profit 1,193 1,097 372 712 814 

Recurring net profit 1,188 1,202 372 712 814 

      
Cash flow (IDRbn) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Change in working capital  2,244 1,974 1,238 1,851 2,067 

Cash flow from operations 1,883 1,517 1,092 1,575 1,748 

Capex (796) (629) (621) (604) (588) 

Cash flow from investing activities (1,030) (929) (924) (920) (928) 

Dividends paid (382) (570) (187) (325) (375) 

Cash flow from financing activities (1,151) (511) (343) (582) (828) 

Cash at beginning of period 517 217 299 124 197 

Net change in cash  (300) 82 (175) 74 (8) 

Ending balance cash 217 299 124 197 189         

               

Balance sheet (IDRbn) Dec-17 Dec-18 Dec-19 Dec-20  Dec-21         

Total cash and equivalents 217 299 124 197 189         

Tangible fixed assets 11,942 12,170 11,916 11,743 11,426         

Total investments - - - - -         

Total assets 15,290 16,539 16,536 16,964 17,821         

Short-term debt  339 4,289 4,289 4,289 4,289     

Total long-term debt  4,410 935 935 835 835 

Total liabilities 7,840 8,768 8,579 8,621 9,038 

Total equity 7,449 7,771 7,957 8,343 8,782 

Total liabilities & equity 15,290 16,539 16,536 16,964 17,821 

      
Key metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Revenue growth (%) 22.6 3.1 (5.4) 14.0 6.4 

Recurrent EPS growth (%) 23.5 1.2 (69.0) 91.3 14.3 

Gross margin (%) 29.4 28.5 17.6 22.5 23.5 

Operating EBITDA margin (%) 30.2 28.6 15.8 20.2 21.2 

Net profit margin (%) 14.6 14.3 4.7 7.9 8.5 

Capex/sales (%) 9.8 7.5 7.8 6.7 6.1 

Interest cover (x) 105.6 49.8 10.8 16.9 19.4 
 
 

Source: Company data, RHB  
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Figure 1: Key assumptions for Bumitama 

 FY16 FY17 FY18 FY19F FY20F FY21F 

Nucleus FFB production (tonnes) 1,513,422 1,784,729 2,276,866 2,340,825 2,592,354 2,888,889 

% change (4.1%) 17.9% 27.6% 2.8% 10.7% 11.4% 

CPO price assumptions (IDR/kg) 7,378 8,099 7,029 7,607 8,371 8,720 

% change 6.4% 9.8% (13.2%) 8.2% 10.0% 4.2% 

PK price assumptions (IDR/kg) 6,359 6,033 5,287 4,495 5,406 5,406 

% change 50.6% 7.9% (22.9%) (15.0%) 20.3% 0.0% 
 

Source: Company data, RHB 
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30 September 2019 Agriculture | Plantation 

CB Industrial Product (CBP MK) Neutral (From Sell) 

Limited Downside; Upgrade to NEUTRAL   Target Price (Return)  MYR0.85 (+3.6%) 

 Price: MYR0.82 

  Market Cap: USD105.3m 

 Avg Daily Turnover (MYR/USD) 0.25m/0.06m 
   
 Upgrade to NEUTRAL, new MYR0.85 from MYR0.80, 4% upside with 2% 

yield. This is on our sector upgrade to OVERWEIGHT, as we expect CPO 

prices to rerate upwards in 4Q19 and continue growing in 1H20. We believe 

plantation stocks would also likely rerate on the back of this price movement, 

as CPO prices are the leading indicator for plantation companies’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices remain at high levels, causing positive CPO-gasoil price 

gap; 
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Upgrade to NEUTRAL with a higher SOP-based TP of MYR0.85 (from 

MYR0.80) based on a higher 11x 2020F P/E (from 9x) for the plantations 

division and 12x 2020F P/E for the oil mill engineering and retrofitting unit. Its 

share price has retreated substantially in the last year and we believe downside 

risks are limited from hereon. Although CBIP is not exactly a plantation stock, 

it will stand to benefit when CPO prices recover, as capex cycles will normalise. 

 

Analyst 
 

Hoe Lee Leng 

+603 9280 8880 
hoe.lee.leng@rhbgroup.com  
 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (17.5) (0.6) (16.7) (23.6) (28.3) 

Relative (11.6) 0.6  (11.6) (19.0) (16.6) 

52-wk Price low/high (MYR) 0.815 - 1.38 
  

 

 

Source: Bloomberg 

 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (MYRm) 669.8 481.1 459.5 503.5 640.9 

Recurring net profit (MYRm) 81.6 49.7 26.7 40.4 58.0 

Recurring net profit growth 
(%) 

(5.8) (39.1) (46.2) 51.0 43.7 

Recurring P/E (x) 6.1 10.1 18.7 12.4 8.6 

P/BV (x) 0.7 0.7 0.7 0.7 0.6 

P/CF (x) 8.6 9.4 13.6 9.7 7.1 

Dividend Yield (%) 7.4 4.9 2.5 4.3 4.9 

EV/EBITDA (x) 5.3 5.0 10.7 7.9 5.9 

ROE (%) 7.0 6.3 3.6 5.3 7.3 

Net debt to equity (%) Net cash 3.2 8.5 10.8 15.4 

Interest coverage (x) 39.8 24.2 7.6 9.5 14.2 

      Source: Company data, RHB 
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Financial Exhibits 
 

Asia 

Malaysia 

Industrial 

CB Industrial Product 

CBP MK  

 

 

Valuation basis 

We use SOP to value CBIP, applying a 2020F target 
P/E of 12x for its oil mill engineering division and 11x 
for its plantation division. We also add/(deduct) CBIP's 
net cash/(debt) to this value  
 

Key drivers 

Demand/supply of new and replacement palm oil mills 
in the global market, CPO price movement.  
 

Key risks 

Slowdown of contract wins, changes in the direction of 
the USD/MYR rate, and CPO price movement. 

 

Company Profile 

CB Industrial Product manufactures and markets its 
patented palm oil mills and related products. It is also 
involved in retrofitting special vehicles and the 
cultivation of palm oil plantations. 
 

 
 

Financial summary  Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring EPS (MYR) 0.13 0.08 0.04 0.07 0.09 

DPS (MYR) 0.06 0.04 0.02 0.04 0.04 

BVPS (MYR) 1.16 1.19 1.21 1.24 1.30 

ROE (%) 6.96 6.31 3.56 5.26 7.31 

      

      
Valuation metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring P/E (x)  6.1 10.1 18.7 12.4 8.6 

P/B (x) 0.71 0.69 0.67 0.66 0.63 

FCF Yield (%) (15.56) (3.48) (18.25) (14.60) (17.89) 

Dividend yield (%) 7.4 4.9 2.5 4.3 4.9 

EV/EBITDA (x) 5.3 5.0 10.7 7.9 5.9 

EV/EBIT (x) 5.8 5.3 13.2 9.3 6.7 

      
Income statement (MYRm) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Total turnover 670 481 459 504 641 

Gross profit 142 141 75 98 139 

EBITDA (adj.) 82 105 53 74 106 

Depreciation & amortisation (8) (7) (10) (11) (12) 

Operating profit 75 98 43 63 94 

Net interest  2 (2) (4) (5) (5) 

Pre-tax profit 88 92 30 61 91 

Taxation (24) (29) (5) (11) (18) 

Net profit 50 46 27 40 58 

Recurring net profit 82 50 27 40 58 

      
Cash flow (MYRm) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Change in working capital  (76) 35 5 (5) (44) 

Cash flow from operations (0) 35 (31) (15) (29) 

Capex (68) (50) (50) (50) (50) 

Cash flow from investing activities (43) (78) 94 16 13 

Dividends paid (32) (26) (12) (21) (25) 

Cash flow from financing activities 13 8 38 (21) (25) 

Cash at beginning of period 73 43 9 110 90 

Net change in cash  (30) (35) 101 (20) (41) 

Ending balance cash 43 9 110 90 49 

      
Balance sheet (MYRm) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Total cash and equivalents 134 100 110 90 49 

Tangible fixed assets 343 420 460 499 537 

Total investments 136 135 135 135 135 

Total assets 1,003 1,049 1,110 1,137 1,197 

Short-term debt  50 30 80 80 80 

Total long-term debt  17 94 94 94 94 

Total liabilities 279 306 353 360 386 

Total equity 724 743 758 777 810 

Total liabilities & equity 1,003 1,049 1,110 1,137 1,197 

      
Key metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Revenue growth (%) 17.5 (28.2) (4.5) 9.6 27.3 

Recurrent EPS growth (%) (48.4) (7.1) (46.9) 38.6 43.7 

Gross margin (%) (5.8) 29.4 16.3 19.4 21.7 

Operating EBITDA margin (%) 12.3 21.8 11.4 14.6 16.5 

Net profit margin (%) 12.2 10.3 5.8 8.0 9.1 

Capex/sales (%) 10.1 10.4 10.9 9.9 7.8 

Interest cover (x) 46.0 21.8 4.3 8.3 12.8 
 
 

Source: Company data, RHB  
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Figure 1: Earnings assumptions for CBIP 

 

Source: RHB  

 

Figure 2: SOP valuation 

 
Source: RHB  

 

 
 
 
 
 
 
 
 
 
 
  
 

FYE Dec FY15A FY16A FY17A FY18A FY19F FY20F FY21F

Oil mill division revenue

growth (%)

-3 -5 -16 -15 16 1 6

CPO Selling Price (MYR/t) 2,150 2,500 2,600 2,400 2,200 2,400 2,400

Valuation method Target P/E MYRm

Plantation 2020F P/E 11 84.7

Oil Mill construction 2020F P/E 12 455.0

Net cash / (debt) End-2QFY19 and including cash outlay and debt 

assumption for biodiesel plant acquisitions

(84.3)

Revalued NAV 455.4

Issued Shrs (m shrs) 542.1

RNAV/share (MYR) 0.84

Two thirdsHalf page
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30 September 2019 Agriculture | Plantations 

First Resources (FR SP) Buy (From Neutral) 

Sensitive To CPO Prices; Upgrade To BUY   Target Price (Return)  SGD1.90 (+19%)  

 Price: SGD1.59 

  Market Cap: USD1,828m 

 Avg Daily Turnover 

(SGD/USD) 

1.44m/0.35m 
   
 Upgrade to BUY from Neutral, new TP of SGD1.90 from SGD1.45, 19% 

upside. This is on our sector upgrade to OVERWEIGHT, as we expect CPO 

prices to rerate upwards in 4Q19 and continue increasing in 1H20. We believe 

plantation stocks would also likely rerate on the back of this price movement, 

as CPO prices are the leading indicator for plantation companies’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 

i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 

expect to see within the next few months, as share prices should also react 

positively in tandem. In addition, we believe the market would need to look for 

stock ideas with positive earnings growth momentum during this period of 

uncertain global economic conditions. 

 Our TP rises SGD1.90 from SGD1.45, on higher 18x P/E (from 15x), 1SD 

above First Resources’ historical average. This implies an EV/ha of 

USD13,000, in line with the peers’ USD10,000-15,000 range. Its mostly 

upstream operations will stand it in good stead in a CPO price upcycle, while it 

will also benefit from higher biodiesel profits as Indonesia implements its B30 

mandate in 2020. Upgrade to BUY.  

 

Analyst 
 

Singapore Research 
+65 6533 0781  
sg.research@rhbgroup.com 
 

 

 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 2.6  2.6  (2.5) (6.5) (7.6) 

Relative 8.5  3.8  2.7  (1.9) 4.1  

52-wk Price low/high (MYR) 1.44 - 1.88 
  

 

 
Source: Bloomberg 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (USDm) 647.0 633.5 485.8 602.7 663.5 

Recurring net profit (USDm) 137.4 112.5 69.3 118.1 137.5 

Recurring net profit growth (%) 22.2 (18.2) (38.4) 70.5 16.4 

Recurring P/E (x) 14.1 16.6 26.2 15.3 13.3 

P/BV (x) 2.0 2.0 1.8 1.7 1.5 

P/CF (x) 14.1 30.2 27.0 15.4 13.8 

Dividend Yield (%) 4.3 2.0 1.0 1.7 1.9 

EV/EBITDA (x) 9.9 10.9 14.7 10.5 9.1 

ROE (%) 14.9 12.6 6.8 11.1 12.3 

Net debt to equity (%) 27.0 34.9 32.5 21.4 10.1 

Interest coverage (x) 9.7 9.7 7.0 14.7 25.8 

      Source: Company data, RHB 
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 Market Dateline / PP 19489/05/2019 (035080) 

Financial Exhibits 
 

Asia 

Singapore 

Agriculture 

First Resources 

FR SP 

 

 

Valuation basis 

18x 2020F P/E, at 1SD above its historical average. 
This implies an EV/ha of USD13,000, in line with its 
peers’ range of USD10,000-15,000.  
 

Key drivers 

CPO prices, FFB production, and refinery and biodiesel 
margins. 
 

Key risks 

CPO price movement, weather risks, and the demand 
and supply dynamics of the global vegetable oils 
industry. 
 

Company Profile 

First Resources is an Indonesian planter listed on the 
Singapore Exchange, with most estates located in 
Sumatra. It is involved in both upstream and 
downstream palm oil businesses. 
 

 
 

Financial summary  Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring EPS (SGD) 0.11 0.10 0.06 0.10 0.12 

DPS (SGD) 0.07 0.03 0.02 0.03 0.03 

BVPS (SGD) 0.80 0.79 0.87 0.95 1.03 

ROE (%) 14.86 12.60 6.82 11.10 12.34 

      

      
Valuation metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring P/E (x)  14.1 16.6 26.2 15.3 13.3 

P/B (x) 1.99 2.00 1.84 1.68 1.54 

FCF Yield (%) 12.21 7.57 3.53 9.21 11.26 

Dividend yield (%) 4.3 2.0 1.0 1.7 1.9 

EV/EBITDA (x) 9.9 10.9 14.7 10.5 9.1 

EV/EBIT (x) 12.6 14.9 23.8 15.3 13.1 

      
Income statement (USDm) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Total turnover 647 633 486 603 664 

Gross profit 370 346 256 343 384 

EBITDA (adj.) 290 254 194 269 302 

Depreciation & amortisation (63) (67) (74) (83) (93) 

Operating profit 227 187 120 186 210 

Net interest  (21) (17) (15) (10) (6) 

Pre-tax profit 209 181 107 178 206 

Taxation (64) (53) (31) (50) (58) 

Net profit 138 120 71 120 139 

Recurring net profit 137 112 69 118 137 

      
Cash flow (USDm) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Change in working capital  26 (56) (23) 14 8 

Cash flow from operations 232 112 129 227 252 

Capex (85) (77) (107) (107) (107) 

Cash flow from investing activities (93) (94) (107) (107) (107) 

Dividends paid (43) (81) (18) (30) (35) 

Cash flow from financing activities (12) (197) (18) (130) (134) 

Cash at beginning of period 108 234 56 61 51 

Net change in cash  126 (179) 5 (10) 11 

Ending balance cash 234 55 61 51 61         

               

Balance sheet (USDM) Dec-17 Dec-18 Dec-19 Dec-20  Dec-21         

Total cash and equivalents 279 100 105 95 106         

Tangible fixed assets 1,119 1,054 1,106 1,130 1,144         

Total investments - - - - -         

Total assets 1,731 1,571 1,623 1,631 1,666         

Short-term debt  21 30 30 30 30     

Total long-term debt  475 351 351 251 151 

Total liabilities 759 639 637 553 483 

Total equity 972 932 987 1,078 1,183 

Total liabilities & equity 1,731 1,571 1,623 1,631 1,666 

      
Key metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Revenue growth (%) 12.5 (2.1) (23.3) 24.1 10.1 

Recurrent EPS growth (%) 22.2 (18.2) (38.4) 70.5 16.4 

Gross margin (%) 57.1 54.6 52.7 56.9 57.8 

Operating EBITDA margin (%) 44.8 40.2 39.8 44.7 45.6 

Net profit margin (%) 21.2 17.8 14.3 19.6 20.7 

Capex/sales (%) 13.1 12.2 22.0 17.8 16.1 

Interest cover (x) 11.1 11.6 8.3 18.1 36.2 
 
 

Source: Company data, RHB  
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 Market Dateline / PP 19489/05/2019 (035080) 

Figure 1:  Key assumptions for First Resources 

 FY16 FY17 FY18 FY19F FY20F FY21F 

Nucleus FFB production (tonnes) 2,367,767 2,682,942 3,061,819 3,171,822 3,417,909 3,660,391 

% change (6.4%) 13.3% 14.1% 3.6% 7.8% 7.1% 

CPO price assumptions (IDR/kg) 587 603 540 493 544 567 

% change 8.6% 2,7% (10.4%) (8.7%) 10.4% 4.2% 
 

Source: RHB 
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 Market Deadline / PP19489/05/2019 (035080) 

30 September 2019 Agriculture | Plantation 

FGV Holdings (FGV MK) Neutral (Maintained) 

Held Back By Corporate Risks; Stay NEUTRAL Re  Target Price (Return)  MYR1.00 (+9%) 

 Price: MYR0.915 

  Market Cap: USD796m 

 Avg Daily Turnover (MYR/USD) 6.12m/1.47m 
    Maintain NEUTRAL, revised TP of MYR1.00 from MYR0.90, 9% upside with 

1% yield. This is on our sector upgrade to OVERWEIGHT, as we expect CPO 

prices to rerate upwards in 4Q19 and increasing in 1H20. We believe 

plantation stocks would also likely rerate on the back of this price movement, 

as CPO prices are the leading indicator for plantation P/E valuations.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Maintain NEUTRAL. Despite our more bullish industry stance, corporate 
risks still abound for FGV in the form of continued weakness in its sugar 
division and downstream JV earnings. As such we maintain our call, but with 
a higher SOP-based TP of MYR1.00 (from MYR0.90), based on an 80% 
discount to peers’ EV of USD10,000/ha for its plantation division, 15x 2020 
for its logistics division (from 12x), and a holding company discount of 5%. 

 

Analyst 
 

Hoe Lee Leng 

+603 9280 8880 
hoe.lee.leng@rhbgroup.com  
 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 28.7  (10.7) (20.0) (22.7) (38.7) 

Relative 34.6  (9.5) (14.9) (18.1) (27.0) 

52-wk Price low/high (MYR) 0.63 - 1.56 

 
 

 

Source: Bloomberg 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (MYRm) 16,974.7 13,467.3 13,968.3 14,357.6 14,920.6 

Recurring net profit (MYRm) 132.2 (162.3) (151.6) 14.6 74.8 

Recurring net profit growth (%) (195.3) (222.8) (6.6) (109.7) 411.1 

Recurring P/E (x) 25.3 (20.6) (22.0) 228.1 44.6 

P/BV (x) 0.6 0.7 0.8 0.8 0.8 

P/CF (x) 4.0 (8.7) 5.4 4.1 3.6 

Dividend Yield (%) 5.5 1.1 1.1 1.1 2.2 

EV/EBITDA (x) 2.2 44.7 5.0 2.6 2.3 

ROE (%) 2.6 (24.2) (3.5) 0.3 1.8 

Net debt to equity (%) 42.2 68.8 53.1 58.7 62.4 

Interest coverage (x) 4.4 (3.2) (0.5) 1.9 2.3 

      Source: Company data, RHB 
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 Market Deadline / PP19489/05/2019 (035080) 

 

Financial Exhibits 
 

Asia 

Malaysia 

Plantation 

FGV Holdings 

FGV MK  

 

 

Valuation basis 

Our SOP valuation comprises EV/ha (given that it does 
not own the landbank) for the plantations division, 
2020F P/E for the other divisions and P/BV for sugar 
subsidiary MSM. 
 

Key drivers 

i. CPO and sugar price movement; 
ii. FFB production output; 
iii. Competitiveness of its downstream processing 

and sugar division vs its peers.  
 

Key risks 

i. CPO price movement; 

ii. Weather risks; 
iii. Demand and supply dynamics of the global 

vegetable oil industry. 
 

Company Profile 

FGV is the commercial arm of FELDA in the upstream 
and downstream palm oil business and other 
agribusinesses. FGV currently produces oil palm and 
rubber plantation products, soybean and canola 
products, oleochemical products and sugar products, 
and has operations spread out across 10 countries. 
FGV was listed on the Bursa Malaysia in Jun 2012. 
 

 
 

Financial summary  Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring EPS (MYR) 0.04  (0.04) (0.04) 0.00  0.02  

DPS (MYR) 0.05  0.01  0.01  0.01  0.02  

BVPS (MYR) 1.54  1.22  1.17  1.17  1.17  

ROE (%) 2.56  (24.17) (3.54) 0.34  1.76  

      

      
Valuation metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring P/E (x)  25.3 (20.6) (22.0) 228.1 44.6 

P/B (x) 0.6 0.7 0.8 0.8 0.8 

FCF Yield (%) 0.2 (0.1) (0.2) (0.3) (0.3) 

Dividend yield (%) 5.5 1.1 1.1 1.1 2.2 

EV/EBITDA (x) 2.2 44.7 5.0 2.6 2.3 

EV/EBIT (x) 4.2 (5.6) (34.1) 7.0 5.7 

      
Income statement (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover 16,975  13,467  13,968  14,358  14,921  

Gross profit 1,958  1,276  1,707  1,815  1,994  

EBITDA (adj.) 1,493  75  670  1,289  1,445  

Depreciation & amortisation (686) (698) (773) (807) (852) 

Operating profit 801  (594) (98) 477  588  

Net interest  (119) (155) (184) (219) (236) 

Pre-tax profit 417  (1,023) (526) 23  117  

Taxation (203) (101) 342  (7) (35) 

Net profit 144  (1,080) (152) 15  75  

Recurring net profit 132  (162) (152) 15  75  

      
Cash flow (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Change in working capital  356  (302) 41  (71) (76) 

Cash flow from operations 1,801  737  383  (78) (111) 

Capex (1,153) (923) (900) (900) (900) 

Cash flow from investing activities (950) (686) (900) (900) (900) 

Dividends paid (404) (46) (36) (36) (73) 

Cash flow from financing activities (934) (655) 714  (36) (73) 

Cash at beginning of period 1,848  1,741  1,137  1,547  1,319  

Net change in cash  (107) (598) 410  (228) (158) 

Ending balance cash 1,741  1,137  1,547  1,319  1,160  

      
Balance sheet (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total cash and equivalents 1,741  1,220  1,547  1,319  1,160  

Tangible fixed assets 10,665  10,665  10,821  10,942  11,018  

Total investments 0  0  0  0  0  

Total assets 20,815  18,739  19,352  19,364  19,409  

Short-term debt  3,377  3,304  3,621  3,621  3,621  

Total long-term debt  1,956  2,066  1,679  1,679  1,679  

Total liabilities 15,206  14,271  15,072  15,106  15,149  

Total equity 5,609  4,468  4,280  4,258  4,260  

Total liabilities & equity 20,815  18,739  19,352  19,364  19,409  

      
Key metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Revenue growth (%) (1.8) (20.7) 3.7  2.8  3.9  

Recurrent EPS growth (%) (195.3) (222.8) (6.6) (109.7) 411.1  

Gross margin (%) 11.5  9.5  12.2  12.6  13.4  

Operating EBITDA margin (%) 8.8  0.6  4.8  9.0  9.7  

Net profit margin (%) 0.8  (1.2) (1.1) 0.1  0.5  

Capex/sales (%) 6.8  6.9  6.4  6.3  6.0  

Interest cover (x) 4.4  (3.2) (0.5) 1.9  2.3  
 
 

Source: Company data, RHB  
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 Market Deadline / PP19489/05/2019 (035080) 

Figure 1:  Key assumptions 
  Dec-16 Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

FFB produced              
(‘m tonnes) 

3.91 4.26 4.21 4.49 4.74 4.99 

Average CPO price 
(MYR/tonne)  

2,560 2,792 2,282 2,200 2,400 2,500 

 

Source: Company data, RHB 

 

Figure 2:  SOP valuation 
    Valuation method MYRm 

    

Plantations  EV/ha of USD2,000/ha 2,290.8 

Logistics and others  15x 2020F P/E 1,068.8 

Sugar - MSM (51% stake)  0.5x P/BV 430.2 

TOTAL   3,789.8 

No of shares (m)   3648.2  

SOP (MYR/share)   1.04  

Less: Discount for uncertainty risk over 
LLA landbank 

5% 5% 

Target price (MYR/share)   0.99  

        
 

Source: Company data, RHB 
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 Market Dateline / PP 19489/05/2019 (035080) 

30 September 2019 Agriculture | Plantation 

Genting Plantations (GENP MK) Buy (from Neutral) 

Strong FFB Growth Provides Stable Base    Target Price (Return)  MYR11.35 (+16%) 

(+18%)  Price: MYR9.76 

  Market Cap: USD2,009m 

 Avg Daily Turnover (MYR/USD) 4.32m/1.03m  
   
 Upgrade to BUY from Neutral with a new MYR11.35 TP from MYR9.30, 

16% upside. This is on our OVERWEIGHT sector upgrade, as we expect 

CPO prices to rerate upwards in 4Q19 and continue the upward trend in 1H20. 

We believe plantation stocks will also likely rerate on this price movement, as 

CPO prices are the leading indicator for plantation companies’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 We upgrade our recommendation with a higher SOP-based TP, after 
raising our target P/E for the plantations wing to 30x 2020F, from 25x, and 
maintaining our 40% discount to RNAV for the property division. The TP 
implies EV/ha of USD18,000, in line with peers’ range of USD15,000-20,000. 
Genting Plantations’ mostly upstream earnings will bode well in a CPO price 
upcycle, while its decent double-digit FFB growth should provide a stable 
earnings base.   

 

Analyst 
 

Hoe Lee Leng 

+603 9280 8880 
hoe.lee.leng@rhbgroup.com  
 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (0.7) (1.9) (2.9) (5.9) 4.1  

Relative 5.2  (0.7) 2.3  (1.3) 15.8  

52-wk Price low/high (MYR) 9.06 - 10.78  
 
 

 

Source: Bloomberg 

 

 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (MYRm) 1,804.3 1,902.9 1,443.3 1,766.6 1,907.8 

Recurring net profit (MYRm) 328.0 156.0 153.0 223.1 262.5 

Recurring net profit growth 
(%) 

9.0 (52.4) (1.9) 45.8 17.6 

Recurring P/E (x) 23.9 50.3 55.1 37.8 32.1 

P/BV (x) 1.9 2.0 2.1 2.0 2.0 

P/CF (x) 15.5 21.4 22.1 18.4 16.7 

Dividend Yield (%) 2.5 1.3 1.2 1.6 1.8 

EV/EBITDA (x) 14.4 21.2 19.4 15.9 14.6 

ROE (%) 7.5 3.9 3.7 5.4 6.4 

Net debt to equity (%) 45.3 44.6 37.3 42.1 47.1 

Interest coverage (x) 6.0 2.1 2.7 3.5 4.1 

      Source: Company data, RHB 
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 Market Dateline / PP 19489/05/2019 (035080) 

Financial Exhibits 
 

Asia 

Malaysia 

Plantation 

Genting Plantations 

GENP MK  

 

 

Valuation basis 

We use SOP to value Genting Plantations, comprising 
30x 2020F P/E for the plantation unit’s earnings and a 
40% discount to RNAV for the property division. This is 
collaborated with an USD18,000 EV/ha valuation target 
– in line with peers. 
 

Key drivers 

i. CPO price movement; 
ii. FFB production output; 
iii. Competitiveness of its downstream processing 

division vs peers.  
 

Key risks 

i. CPO price movement; 
ii. Weather risks; 
iii. Demand and supply dynamics of the global 

vegetable oil industry. 
 

Company Profile 

Genting Plantations is a 53.6%-owned subsidiary of the 
Genting group. It has 261,000ha of plantation landbank, 
of which close to 200,000ha is in Indonesia. It also has 
property development projects in Johor, Melaka, and 

Kedah. The group has also invested significantly in 
biotechnology via the use of genomics to raise 
productivity and sustainability. In addition, it has 
downstream assets in the form of a refinery and 
biodiesel plants. 
 

 
 

Financial summary  Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring EPS (MYR) 0.41 0.19 0.18 0.26 0.30 

DPS (MYR) 0.25 0.13 0.12 0.16 0.18 

BVPS (MYR) 5.15 4.77 4.75 4.78 4.79 

ROE (%) 7.50 3.90 3.72 5.42 6.36 

      

      
Valuation metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring P/E (x)  23.9 50.3 55.1 37.8 32.1 

P/B (x) 1.89 2.04 2.05 2.04 2.04 

FCF Yield (%) 3.23 (1.08) 1.68 (0.01) 0.59 

Dividend yield (%) 2.5 1.3 1.2 1.6 1.8 

EV/EBITDA (x) 14.4 21.2 19.4 15.9 14.6 

EV/EBIT (x) 20.1 40.4 37.5 27.0 23.5 

      
Income statement (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover 1804 1903 1443 1767 1908 

Gross profit 623 408 388 513 586 

EBITDA (adj.) 628 442 473 573 639 

Depreciation & amortisation (177) (210) (228) (235) (242) 

Operating profit 451 232 245 338 397 

Net interest  (34) (76) (58) (62) (68) 

Pre-tax profit 461 208 223 312 365 

Taxation (116) (61) (56) (75) (88) 

Net profit 338 165 153 223 262 

Recurring net profit 328 156 153 223 262 

      
Cash flow (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Change in working capital  74 (80) 3 (35) (22) 

Cash flow from operations 596 256 522 399 443 

Capex (361) (334) (400) (400) (400) 

Cash flow from investing activities (842) 240 (124) (504) (521) 

Dividends paid (199) (205) (101) (99) (134) 

Cash flow from financing activities 208 (760) (101) (99) (134) 

Cash at beginning of period 1,260 1,222 958 1,255 1,052 

Net change in cash  (39) (263) 297 (203) (212) 

Ending balance cash 1,222 950 1,255 1,052 840 

      
Balance sheet (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total cash and equivalents 1,222 950 1,255 1,052 840 

Tangible fixed assets 5,319 5,355 5,527 5,692 5,850 

Total investments 357 350 36 72 108 

Total assets 8,469 7,834 7,712 7,820 7,853 

Short-term debt  625 507 507 507 507 

Total long-term debt  2,559 2,279 2,279 2,279 2,279 

Total liabilities 3,900 3,522 3,403 3,476 3,487 

Total equity 4,569 4,312 4,309 4,344 4,366 

Total liabilities & equity 8,469 7,834 7,712 7,820 7,853 

      
Key metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Revenue growth (%) 21.9 5.5 (24.2) 22.4 8.0 

Recurrent EPS growth (%) 9.0 (52.4) (1.9) 45.8 17.6 

Gross margin (%) 34.5 21.5 26.9 29.0 30.7 

Operating EBITDA margin (%) 34.8 23.2 32.8 32.4 33.5 

Net profit margin (%) 18.2 8.2 10.6 12.6 13.8 

Capex/sales (%) 20.0 17.6 27.7 22.6 21.0 

Interest cover (x) 6.6 2.4 3.0 3.8 4.4 
 
 

Source: Company data, RHB  
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Figure 1: Forecast assumptions for Genting Plantations 

 
Source: RHB 

 

Figure 2: SOP valuation  

 

Source: RHB    

 

 
 
 

Dec-15 Dec-16 Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F

FFB Produced (‘000 tonnes) 1,727 1,614 1,884 2,084 2,362 2,735 3,005

CPO Production (‘000 tonnes) 376 348 286 449 532 626 691

PK Production (‘000 tonnes) 64 57 61 57 59 60 60

Average CPO price (MYR/tonne) 2,122 2,631 2,715 2,117 2,200 2,400 2,400

Average PK price (MYR/tonne) 1,552 2,477 2,443 1,681 1,300 1,550 1,550

Valuation basis FV (MYRm)

Plantation earnings 30x 2020 earnings 6,491.68

Property earnings 40% discount to RNAV 2,632.97

SOP (MYRm) 9,124.65

SOP/share (MYR) 11.34

Shares (m) 804.43
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30 September 2019 Agriculture | Plantations 

Golden Agri (GGR SP) Neutral (From Sell) 

Now NEUTRAL Due To Sector Upgrade    Target Price (Return)  SGD0.25 (6.4%) 

(+183)  Price: SGD0.235 

  Market Cap: USD2,188m 

 Avg Daily Turnover (SGD/USD) 4.16m/1m 
   
 Upgrade to NEUTRAL from Sell, new SOP-based TP of SGD0.25 from 

SGD0.22, 6% upside. This is on our sector upgrade to OVERWEIGHT, as we 

expect CPO prices to rerate upwards in 4Q19m, and continue rising in 1H20. 

Plantation stocks will also likely rerate on the back of this price movement, as 

CPO prices are the leading indicator for plantations’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 

i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 

expect to see within the next few months, as share prices should also react 

positively in tandem. In addition, we believe the market would need to look for 

stock ideas with positive earnings growth momentum during this period of 

uncertain global economic conditions. 

 Upgrade to NEUTRAL, with a higher SOP-based TP of SGD0.25 (from 

SGD0.22). We apply an EV/ha of USD5,500/ha (from USD5,000) for Golden 

Agri’s plantation assets and target P/E of 15x FY20F (12x) for its downstream 

division. This is at the lower end of its peers’ range of USD6,000-14,000/ha, 

which we believe is justified given its older age profile. The downstream target 

P/E of 15x is in line with its peers’ 12-15x.   

 

Analyst 
 

Singapore Research 
+65 6533 0781  
sg.research@rhbgroup.com 

 

 

 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 0.0  (14.0) (19.7) (12.5) 4.3  

Relative 6.0  (12.8) (14.5) (7.9) 15.9  

52-wk Price low/high (MYR) 0.225 - 0.32 

 
 

 

Source: Bloomberg 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (USDm) 7,507.6 7,167.4 6,912.9 7,747.3 8,225.5 

Recurring net profit (USDm) 74.0 (1.8) (107.1) 33.8 52.8 

Recurring net profit growth (%) 192.5 (71.9) (366.3) (131.5) 56.5 

Recurring P/E (x) 16.2 55.6 (21.0) 67.2 42.9 

P/BV (x) 0.6 0.5 0.6 0.6 0.5 

P/CF (x) 4.4 7.9 6.8 4.6 5.1 

Dividend Yield (%) 3.4 2.5 - 0.7 1.2 

EV/EBITDA (x) 8.9 11.7 22.3 11.9 10.3 

ROE (%) 1.8 (0.0) (2.6) 0.8 1.3 

Net debt to equity (%) 70.7 67.6 66.7 59.6 53.8 

Interest coverage (x) 2.3 1.2 (0.6) 0.8 1.0 

      Source: Company data, RHB 

mailto:sg.research@rhbgroup.com


 

 

 

Golden Agri  Singapore Company Update 

30 September 2019   Agriculture | Plantation 
 

See important disclosures at the end of this report 
38 

    
 Market Dateline / PP 19489/05/2019 (035080) 

Financial Exhibits 
 

Asia 

Singapore 

Agriculture 

Golden Agri-Resources 

GGR SP 

 

 

Valuation basis 

We use SOP to value Golden Agri. We apply an EV/ha 
valuation of USD5,500/ha for its plantation assets and 
a target P/E of 15x to FY20F for its downstream 
division. This is at the lower end of its peers’ range of 
USD6,000-14,000/ha, which we believe is justified 
given its older age profile. The downstream target P/E 
is in line with its peers’ 12-15x. 
 

Key drivers 

CPO price, FFB production, refinery and biodiesel 
margins.  
 

Key risks 

CPO price movements, weather risks, demand and 
supply dynamics of the global vegetable oil industry. 
 

Company Profile 

Golden Agri is Indonesia's largest oil palm plantation 
company and also the biggest local player in the 
cooking oil market. 

 

 
 

Financial summary  Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring EPS (SGD) 0.01 0.00 (0.01) 0.00 0.01 

DPS (SGD) 0.01 0.00 - 0.00 0.00 

BVPS (SGD) 0.41 0.44 0.43 0.43 0.43 

ROE (%) 1.85 (0.04) (2.62) 0.82 1.27 

      

      
Valuation metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Recurring P/E (x)  20.4 69.8 (26.4) 84.4 53.9 

P/B (x) 0.73 0.67 0.69 0.69 0.69 

FCF Yield (%) 2.58 1.96 1.87 2.42 2.25 

Dividend yield (%) 2.1 1.5 - 0.4 0.7 

EV/EBITDA (x) 9.9 13.0 24.9 13.4 11.6 

EV/EBIT (x) 12.1 19.0 (42.6) 29.1 21.6 

      
Income statement (USDm) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Total turnover 7508 7167 6913 7747 8225 

Gross profit 1,097 1,007 487 730 830 

EBITDA (adj.) 582 432 223 395 437 

Depreciation & amortisation (341) (284) (289) (297) (305) 

Operating profit 241 148 (66) 98 132 

Net interest  (106) (126) (117) (119) (131) 

Pre-tax profit 114 86 (149) 54 81 

Taxation (35) (84) 45 (16) (24) 

Net profit 74 (2) (107) 34 53 

Recurring net profit 143 40 (107) 34 53 

      
Cash flow (USDm) Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Change in working capital  24 40 164 146 69 

Cash flow from operations 533 283 329 490 441 

Capex (218) (266) (200) (200) (200) 

Cash flow from investing activities (315) (340) (200) (200) (200) 

Dividends paid (122) (12) - (17) (26) 

Cash flow from financing activities (213) 89 (92) (317) (226) 

Cash at beginning of period 123 127 159 197 170 

Net change in cash  5 32 38 (27) 15 

Ending balance cash 127 159 197 170 185         

               

Balance sheet (USDM) Dec-17 Dec-18 Dec-19 Dec-20  Dec-21         

Total cash and equivalents 159 193 197 170 185         

Tangible fixed assets 3,692 3,716 3,627 3,530 3,425         

Total investments 839 1,184 1,265 1,268 1,272         

Total assets 8,138 8,546 8,403 8,494 8,519         

Short-term debt  1,742 1,501 1,501 1,501 1,501     

Total long-term debt  1,250 1,509 1,409 1,109 909 

Total liabilities 4,131 4,377 4,320 4,384 4,367 

Total equity 4,007 4,169 4,083 4,110 4,152 

Total liabilities & equity 8,138 8,546 8,403 8,494 8,519 

      
Key metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Revenue growth (%) 4.1 (4.5) (3.6) 12.1 6.2 

Recurrent EPS growth (%) 192.5 (71.9) (366.3) (131.5) 56.5 

Gross margin (%) 14.6 14.0 7.1 9.4 10.1 

Operating EBITDA margin (%) 7.8 6.0 3.2 5.1 5.3 

Net profit margin (%) 1.9 0.6 (1.5) 0.4 0.6 

Capex/sales (%) 2.9 3.7 2.9 2.6 2.4 

Interest cover (x) 2.1 1.7 0.3 1.5 1.6 
 
 

Source: Company data, RHB  
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Figure 1:  Key assumptions 
  FY16 FY17 FY18 FY19F FY20F FY21F 

 Nucleus FFB production, tonnes  6,905,000 7,498,000 8,111,000 7,948,780 8,187,243 8,432,861 

 % change  -6.4% 8.6% 8.2% -2.0% 3.0% 3.0% 

 CPO price assumption, USD/tonne   663 719 565 530 585 610 

 % change  7.3% 8.4% -21.4% -6.2% 10.4% 4.2% 

              
 

Source: Company data, RHB 

 

Figure 2:  SOP valuation 

        Valuation method Target USDm 

              

Plantation       EV/ha (USD)      5,500  2241.72 

Downstream       2020 P/E (x)           15  109.95 

            2351.67 

             

Share base           12,838 

TP per share (USD)           0.18 

             

TP per share (SGD)           0.25 
 

Source: Company data, RHB 
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30 September 2019 Agriculture | Plantation 

IJM Plantations (IJMP MK) Neutral (From Sell) 

News Flow Driven; U/G To NEUTRAL     Target Price (Return)  MYR1.45 (-4.6%) 

(+18%0  Price: MYR1.52 

  Market Cap: USD319m 

 Avg Daily Turnover (MYR/USD) 0.23m/0.05m 
   
 Upgrade to NEUTRAL with a revised TP of MYR1.45, 5% downside with 1% 

yield. This is on our sector upgrade to Overweight, as we expect CPO prices 

to rerate upwards in 4Q19 and continue its upward trend in 1H20. We believe 

plantation stocks would also likely rerate on the back of this price movement, 

as CPO prices are the leading indicator for planters’ P/E valuations.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Upgrade to NEUTRAL, with a higher TP of MYR1.45 based on a 30x 2020F 

target (from 25x). This is 1SD above its historical average. Our TP implies an 

EV/ha of USD9,000/ha, on the low end of its mid-cap peer range of USD8,000-

15,000/ha. Although IJMP could remain affected by a high percentage of young 

mature areas in Indonesia (bearing high start-up costs and low FFB yields), it 

should start to reach a transition point for a turnaround by next year. In addition, 

potential news flow on a takeover or sale could provide support.  

 

Analyst 
 

Hoe Lee Leng 

+603 9280 8880 
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 8.6  1.3  (1.3) (6.7) (38.7) 

Relative 14.5  2.6  3.9  (2.1) (27.0) 

52-wk Price low/high (MYR) 1.30 - 2.48 

 
 

 

Source: Bloomberg 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Mar-18 Mar-19 Mar-20F Mar-21F Mar-22F 

Total turnover (MYRm) 747.2 630.9 652.1 739.1 790.2 

Recurring net profit (MYRm) 81.7 -10.4 29.9 46.0 69.4 

Recurring net profit growth 
(%) 

-33.2 -112.8 -387.4 53.6 50.9 

Recurring P/E (x) 16.4 -128.4 44.7 29.1 19.3 

P/BV (x) 0.8 1.0 1.0 1.0 1.0 

P/CF (x) 10.6 17.8 9.1 8.3 7.0 

Dividend Yield (%) 3.3 1.3 1.3 2.0 2.6 

EV/EBITDA (x) 6.8 11.7 7.3 6.6 5.6 

ROE (%) 2.9 -2.7 2.2 3.4 5.0 

Net debt to equity (%) 31.8 48.8 47.4 46.9 44.8 

Interest coverage (x) 5.4 0.3 2.8 3.9 5.4 

      Source: Company data, RHB 

mailto:hoe.lee.leng@rhbgroup.com
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Asia 

Malaysia 

Plantation 

IJM Plantations 

IJMP MK  

 

 

Valuation basis 

We use a target P/E of 30x 2020. This is backed up by 
an EV/ha of USD9,000/ha, which is at the low end of its 
mid-cap Malaysian peer average of USD8,000-
13,000/ha. 
 

Key drivers 

i. CPO price movement; 
ii. FFB production output;  

 

Key risks 

i. CPO price movement; 
ii. Weather risks; 
iii. Demand and supply dynamics of the global 

vegetable oil industry. 
 

Company Profile 

IJM Plantations is a pure upstream palm oil plantations 
company operating in Malaysia and Indonesia. 

 

 
 

Financial summary  Mar-18 Mar-19 Mar-20F Mar-21F Mar-22F 

Recurring EPS (MYR) 15.4 (120.8) 42.0 27.4 18.1 

DPS (MYR) 0.78 0.95 0.94 0.93 0.90 

BVPS (MYR) (3.94) (8.38) 0.39 0.85 2.41 

ROE (%) 3.5 1.4 1.4 2.1 2.8 

      

      
Valuation metrics Mar-18 Mar-19 Mar-20F Mar-21F Mar-22F 

Recurring P/E (x)  16.4 (128.4) 44.7 29.1 19.3 

P/B (x) 0.82 1.01 1.00 0.98 0.96 

FCF Yield (%) (3.71) (7.88) 0.37 0.80 2.27 

Dividend yield (%) 3.3 1.3 1.3 2.0 2.6 

EV/EBITDA (x) 6.8 11.7 7.3 6.6 5.6 

EV/EBIT (x) 10.8 192.9 19.7 15.5 11.5 

      
Income statement (MYRm) Mar-18 Mar-19 Mar-20F Mar-21F Mar-22F 

Total turnover 747 631 652 739 790 

Gross profit 224 93 160 194 233 

EBITDA (adj.) 198 114 183 202 237 

Depreciation & amortisation (80) (112) (118) (116) (121) 

Operating profit 124 7 68 86 116 

Net interest  (17) (20) (22) (21) (21) 

Pre-tax profit 77 (43) 44 65 95 

Taxation (33) (1) (12) (17) (24) 

Net profit 47 (36) 30 46 69 

Recurring net profit 82 (10) 30 46 69 

      
Cash flow (MYRm) Mar-18 Mar-19 Mar-20F Mar-21F Mar-22F 

Change in working capital  (41) (17) 6 (15) (19) 

Cash flow from operations 110 94 150 144 169 

Capex (111) (132) (120) (120) (120) 

Cash flow from investing activities - - - - - 

Dividends paid (62) (44) (18) (26) (35) 

Cash flow from financing activities (144) (33) (126) (46) (55) 

Cash at beginning of period 394 217 139 44 22 

Net change in cash  (177) (78) (95) (22) (7) 

Ending balance cash 217 139 44 22 15 

      
Balance sheet (MYRm) Mar-18 Mar-19 Mar-20F Mar-21F Mar-22F 

Total cash and equivalents 217 139 44 22 15 

Tangible fixed assets 2,135 1,837 1,849 1,863 1,872 

Total investments - - - - - 

Total assets 2,624 2,282 2,203 2,216 2,246 

Short-term debt  733 788 680 660 640 

Total long-term debt  - - - - - 

Total liabilities 1,001 955 863 856 852 

Total equity 1,623 1,328 1,340 1,360 1,394 

Total liabilities & equity 2,624 2,282 2,203 2,216 2,246 

      
Key metrics Mar-18 Mar-19 Mar-20F Mar-21F Mar-22F 

Revenue growth (%) (0.9) (15.6) 3.4 13.3 6.9 

Recurrent EPS growth (%) (36.1) (112.8) 387.4 53.6 50.9 

Gross margin (%) 29.9 14.7 24.5 26.3 29.4 

Operating EBITDA margin (%) 26.5 18.1 28.1 27.3 30.0 

Net profit margin (%) 10.9 (1.7) 4.6 6.2 8.8 

Capex/sales (%) 14.8 20.9 18.4 16.2 15.2 

Interest cover (x) 5.4 (1.1) 3.0 4.0 5.5 
 
 

Source: Company data, RHB  
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Figure 1:  Key assumptions 

FYE Mar FY18 FY19 FY20F FY21F FY22F 

           

FFB produced (‘000 tonnes) 933 976 1,009 1,087 1,130 

Average CPO price - blended 
(MYR/tonne) 

2,312 1,856 2,128 2,220 2,313 

      
 

Source: Company data, RHB 
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IOI Corporation (IOIC MK) Neutral (Maintained) 

Current Valuations Are Fair; Still NEUTRAL      Target Price (Return)  MYR4.60 (+4%) 

(+4.7318%)  Price: MYR4.42 

  Market Cap: USD6,626m 

 Avg Daily Turnover (MYR/USD) 8.54m/2.05m 

    
 Maintain NEUTRAL, new TP of MYR4.60 from MYR3.90, 4% upside with 2% 

FY20F (Jun) yield. This is on our sector upgrade to OVERWEIGHT, as we 

expect CPO prices to rerate upwards in 4Q19 and continue hiking up in 1H20. 

We believe plantation stocks would also likely rerate on this price movement, 

as CPO prices are the leading indicator for plantation companies’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Stay NEUTRAL, with a higher SOP-based TP of MYR4.60 from MYR3.90, 
after raising our P/Es for its plantation division to 35x (from 30x) 2020, 
manufacturing division to 15x (from 12x) 2020, and updating our TP of 
SGD0.60 from SGD0.54 for Bumitama Agri. Our P/E target is 1SD above its 
historical average and implies an EV/ha of USD40,000, ie at the highest end of 
its peer valuation. We believe it is fairly valued at the current juncture.  

 

Analyst 
 

Hoe Lee Leng 

+603 9280 8860 
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (2.5) (0.9) 3.3  (3.3) (3.6) 

Relative 3.5  0.3  8.4  1.2  8.1  

52-wk Price low/high (MYR) 4.10 - 4.74  

 
 

 

Source: Bloomberg 

 

 

 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F 

Total turnover (MYRm) 12,110.5 7,385.6 7,667.5 8,025.9 8,163.3 

Recurring net profit (MYRm) 1,060.2 710.5 772.5 823.5 828.6 

Recurring net profit growth 
(%) 

2.8 (33.0) 8.7 6.6 0.6 

Recurring P/E (x) 26.2 39.1 37.0 34.7 34.5 

P/BV (x) 3.3 3.2 3.2 3.1 3.0 

P/CF (x) 18.9 25.6 23.2 21.6 21.0 

Dividend Yield (%) 4.6 1.8 1.8 2.0 2.0 

EV/EBITDA (x) 16.8 24.5 21.0 19.2 18.7 

ROE (%) 11.6 7.6 8.2 8.5 8.4 

Net debt to equity (%) 26.4 24.3 34.1 27.1 20.3 

Interest coverage (x) 6.9 8.2 5.5 6.8 7.7 

      Source: Company data, RHB 

mailto:hoe.lee.leng@rhbgroup.com
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Financial Exhibits 
 

Asia 

Malaysia 

Agriculture 

IOI Corporation 

IOI MK  

 

 

Valuation basis 

We use SOP valuation comprising target P/E of 35x 
2020F for the plantations division and 15x 2020F for the 
downstream divisions as well as our TP for associate 

Bumitama. This is backed up by an EV/ha of 
USD30,000-40,000/ha, which is in line with its 
Malaysian peers 
 

Key drivers 

CPO price, FFB production, and downstream product 
margins. 
 

Key risks 

CPO price movement, weather risks, and the demand 

and supply dynamics of the global vegetable oil 
industry. 

 
Company Profile 

IOI is a large integrated palm oil producer, with oil palm 
plantation land in Malaysia and Indonesia. It also has 
downstream manufacturing facilities like refineries, 
oleochemical, and specialty fats manufacturing plants. 
 

 
 

Financial summary  Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F 

Recurring EPS (MYR) 0.17 0.11 0.12 0.13 0.13 

DPS (MYR) 0.21 0.08 0.08 0.09 0.09 

BVPS (MYR) 1.42 1.44 1.46 1.49 1.53 

ROE (%) 11.58 7.64 8.21 8.53 8.37 

      

      
Valuation metrics Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F 

Recurring P/E (x)  26.2 39.1 37.0 34.7 34.5 

P/B (x) 3.12 3.07 3.03 2.96 2.88 

FCF Yield (%) 3.18 2.86 2.70 2.84 2.92 

Dividend yield (%) 4.6 1.8 1.8 2.0 2.0 

EV/EBITDA (x) 16.8 24.5 21.0 19.2 18.7 

EV/EBIT (x) 21.6 34.8 30.2 27.8 27.8 

      
Income statement (MYRm) Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F 

Total turnover 12111 7386 7668 8026 8163 

Gross profit 3,521 858 1,107 1,179 1,155 

EBITDA (adj.) 1,844 1,261 1,514 1,622 1,633 

Depreciation & amortisation (409) (375) (461) (499) (535) 

Operating profit 1,436 886 1,053 1,123 1,098 

Net interest  (144) (102) (74) (77) (63) 

Pre-tax profit 3,430 873 1,153 1,257 1,256 

Taxation (362) (255) (291) (313) (307) 

Net profit 3,061 632 773 823 829 

Recurring net profit 1,060 711 773 823 829 

      
Cash flow (MYRm) Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F 

Change in working capital  (161) 198 (10) (40) (19) 

Cash flow from operations 1,352 1,214 1,172 1,211 1,235 

Capex (444) (396) (400) (400) (400) 

Cash flow from investing activities 3,128 (207) (497) (535) (544) 

Dividends paid (1,338) (534) (517) (582) (582) 

Cash flow from financing activities (3,276) (1,178) (375) (582) (582) 

Cash at beginning of period 1,187 2,430 2,264 2,564 2,658 

Net change in cash  1,243 (166) 300 94 109 

Ending balance cash 2,430 2,264 2,564 2,658 2,767 

      
Balance sheet (MYRm) Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F 

Total cash and equivalents 2,765 2,599 2,564 2,658 2,767 

Tangible fixed assets 8,411 8,459 9,389 10,282 11,138 

Total investments 293 284 284 284 284 

Total assets 16,743 16,500 17,429 18,296 19,512 

Short-term debt  895 409 409 409 409 

Total long-term debt  4,285 4,452 5,367 4,867 4,367 

Total liabilities 8,701 7,201 8,016 8,640 9,610 

Total equity 9,156 9,300 9,413 9,655 9,902 

Total liabilities & equity 17,857 16,500 17,429 18,296 19,512 

      
Key metrics Jun-18 Jun-19 Jun-20F Jun-21F Jun-22F 

Revenue growth (%) (14.3) (39.0) 3.8 4.7 1.7 

Recurrent EPS growth (%) 2.8 (33.0) 5.7 6.6 0.6 

Gross margin (%) 29.1 11.6 14.4 14.7 14.2 

Operating EBITDA margin (%) 15.2 17.1 19.7 20.2 20.0 

Net profit margin (%) 8.8 9.6 10.1 10.3 10.1 

Capex/sales (%) 3.7 5.4 5.2 5.0 4.9 

Interest cover (x) 23.8 7.9 14.3 14.5 17.3 
 

 

Source: Company data, RHB  
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Figure 1: IOIC’s forecast assumptions 

 

Source: RHB  
 

Figure 2: SOP valuation 

 
Note: *Excludes treasury shares                                                                                                       
Source: RHB                                                                                                                                                                                

 

 
 
 

Valuation basis FV (MYRm)

Plantation earnings (Excluding Net Interest) 35x 2020 27,868.92

Manufacturing earnings 15x 2020 2,402.04

Add: 30.5% stake in Bumitama RHB Fair Value of SGD0.65/share 972.63

(2,262.00)

SOP (MYRm) 28,981.59

No shares  * 6,285

SOP/share (MYR) 4.61

Less: Net debt (3QFY19) 

FYE Jun FY16A FY17A FY18A FY19A FY20F FY21F FY22F 

CPO Selling Price (MYR/tonne) 2,249  2,766  2,549  2,025  2,300  2,400  2,400  

PK Selling Price (MYR/tonne) 1,740  2,691  2,252  1,390  1,425  1,550  1,550  

FFB Production Growth (%) (11.2) 0.3  11.4  (3.3) 3.6  3.9  2.2  
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Kuala Lumpur Kepong (KLK MK) Buy (From Neutral) 

Top Malaysian Sector Pick; Now a BUY    Target Price (Return)  MYR28.35 (+22%) 

(+18%)  Price: MYR23.16 

  Market Cap: USD5,824m 

 Avg Daily Turnover (MYR/USD) 15.53m/3.72m 
    Upgrade to BUY with a new MYR28.35 TP from MYR23.40, 22% upside. This 

is on our sector upgrade to OVERWEIGHT, as we expect CPO prices to rerate 

upwards in 4Q19 and continue its upward trend in 1H20. We believe plantation 

stocks would also likely rerate on the back of this price movement, as CPO 

prices are the leading indicator for plantation P/E valuations.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Upgrade to BUY, with a higher SOP-based TP of MYR28.35 (from 

MYR23.40). Our TP comprises a higher 30x 2020 target P/E for its plantation 

unit (from 27x), 15x for its manufacturing unit (from 12x), and a 60% discount 

applied to the RNAV of its property landbank. Our P/E target is at 1SD above 

its historical average, and implies a fair EV/ha of USD35,000, in line with its 

peers’ range of USD30,000-40,000. KL Kepong’s 60-65% exposure to 

upstream operations will stand it in good stead in a CPO price upcycle. 

 

Analyst 
 

Hoe Lee Leng 

+603 9280 8880 
hoe.lee.leng@rhbgroup.com  
 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (7.4) (3.9) (6.8) (6.0) (8.5) 

Relative (1.5) (2.7) (1.7) (1.4) 3.2  

52-wk Price low/high (MYR) 22.12 - 25.78 
 
 

 

Source: Bloomberg 

 

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Sep-17 Sep-18 Sep-19F Sep-20F Sep-21F 

Total turnover (MYRm) 21,004.0 18,400.5 14,305.4 15,618.0 16,616.9 

Recurring net profit (MYRm) 1,102.8 855.2 664.9 885.8 930.6 

Recurring net profit growth 
(%) 

14.4 (22.5) (22.3) 33.2 5.1 

Recurring P/E (x) 22.4 28.8 37.2 27.9 26.6 

P/BV (x) 2.2 2.2 2.2 2.1 2.0 

P/CF (x) 17.6 31.1 14.4 14.4 17.0 

Dividend Yield (%) 2.2 1.9 1.7 1.9 2.2 

EV/EBITDA (x) 11.3 13.2 15.1 12.5 12.1 

ROE (%) 8.7 6.6 5.7 7.3 7.5 

Net debt to equity (%) 25.7 26.3 20.3 14.7 12.1 

Interest coverage (x) 10.1 7.9 6.5 9.3 11.7 

      Source: Company data, RHB 

mailto:hoe.lee.leng@rhbgroup.com
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Financial Exhibits 
 

Asia 

Malaysia 

Plantation 

Kuala Lumpur Kepong 

KLK MK  

 

 

Valuation basis 

Our SOP-based TP comprises a target P/E of 30x on 
2020 for the plantations division, 15x 2020 for the 
downstream divisions, and RNAV for the property 
division. This is backed up by an EV/ha of USD30,000-
40,000/ha, which is in line with its Malaysian peers. 
 

Key drivers 

i. CPO price movement; 
ii. FFB production output; 
iii. Competitiveness of its downstream processing 

division vs peers.  
 

Key risks 

i. CPO price movement; 
ii. Weather risks; 
iii. Demand and supply dynamics of the global 

vegetable oil industry. 
 

Company Profile 

Kuala Lumpur Kepong is an integrated plantations 
company with palm oil plantations landbank in 
Malaysia, Indonesia and Liberia. It also operates in the 
downstream manufacturing segment through its edible 

oil refineries and oleochemical businesses.  In addition, 
KLK is involved in the property development business. 
 

 
 

Financial summary  Sep-17 Sep-18 Sep-19F Sep-20F Sep-21F 

Recurring EPS (MYR) 1.03 0.80 0.62 0.83 0.87 

DPS (MYR) 0.50 0.45 0.40 0.45 0.50 

BVPS (MYR) 10.54 10.41 10.68 11.06 11.43 

ROE (%) 0.09 0.07 0.06 0.07 0.07 

      

      
Valuation metrics Sep-17 Sep-18 Sep-19F Sep-20F Sep-21F 

Recurring P/E (x)  22.4 28.8 37.2 27.9 26.6 

P/B (x) 2.20 2.23 2.17 2.09 2.03 

FCF Yield (%) 2.94 1.31 4.34 4.34 3.25 

Dividend yield (%) 2.2 1.9 1.7 1.9 2.2 

EV/EBITDA (x) 13.9 16.4 18.3 15.0 14.3 

EV/EBIT (x) 18.7 23.9 27.5 21.3 20.6 

      
Income statement (MYRm) Sep-17 Sep-18 Sep-19F Sep-20F Sep-21F 

Total turnover 21,004 18,401 14,305 15,618 16,617 

Gross profit 2,713 2,244 2,124 2,508 2,614 

EBITDA (adj.) 2,196 1,871 1,641 1,972 2,048 

Depreciation & amortisation (474) (473) (546) (588) (630) 

Operating profit 1,624 1,286 1,094 1,383 1,417 

Net interest  (170) (175) (167) (149) (121) 

Pre-tax profit 1,450 1,117 923 1,230 1,293 

Taxation (383) (313) (222) (295) (310) 

Net profit 1,005 753 665 886 931 

Recurring net profit 1,103 855 665 886 931 

      
Cash flow (MYRm) Sep-17 Sep-18 Sep-19F Sep-20F Sep-21F 

Change in working capital  12 (426) 471 196 (163) 

Cash flow from operations 1,404 795 1,723 1,723 1,454 

Capex (678) (472) (650) (650) (650) 

Cash flow from investing activities (213) (243) (650) (650) (650) 

Dividends paid (583) (567) (427) (480) (534) 

Cash flow from financing activities (776) (633) (627) (1,180) (1,234) 

Cash at beginning of period 937 1,351 1,271 1,716 1,609 

Net change in cash  401 (163) 446 (108) (430) 

Ending balance cash 1,351 1,271 1,716 1,609 1,179 

      
Balance sheet (MYRm) Sep-17 Sep-18 Sep-19F Sep-20F Sep-21F 

Total cash and equivalents 1,463 1,278 1,716 1,609 1,179 

Tangible fixed assets 8,936 9,044 8,990 9,051 9,071 

Total investments 2,574 2,698 2,698 2,698 2,698 

Total assets 19,504 18,996 18,724 18,331 18,110 

Short-term debt  1,376 1,221 1,021 821 621 

Total long-term debt  3,067 3,062 3,062 2,562 2,062 

Total liabilities 7,928 7,571 7,061 6,263 5,645 

Total equity 11,576 11,425 11,663 12,068 12,465 

Total liabilities & equity 19,504 18,996 18,724 18,331 18,110 

      
Key metrics Sep-17 Sep-18 Sep-19F Sep-20F Sep-21F 

Revenue growth (%) 27.3 (12.4) (22.3) 9.2 6.4 

Recurrent EPS growth (%) 14.4 (22.5) (22.3) 33.2 5.1 

Gross margin (%) 12.9 12.2 14.8 16.1 15.7 

Operating EBITDA margin (%) 10.5 10.2 11.5 12.6 12.3 

Net profit margin (%) 5.3 4.6 4.6 5.7 5.6 

Capex/sales (%) 3.2 2.6 4.5 4.2 3.9 

Interest cover (x) 9.6 7.4 6.5 9.3 11.7 
 
 

Source: Company data, RHB  
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Figure 1: KL Kepong’s forecast assumptions  

 

Source: RHB  

 

Figure 2: RNAV of KL Kepong’s property landbank  

 

Source: RHB, Company data 

 

Figure 3: KL Kepong’s SOP valuation  

 

Note: * excludes treasury shares 

Source: RHB  

 

 

2015 2016 2017 2018 2019F 2020F 2021F

FFB Produced (‘000 tonnes) 3,806 3,496 3,874 3,927 4,084 4,257 4,444

CPO Production (‘000 tonnes) 861 788 847 854 1,058 1,106 1,148

PK Production ('000 tonnes) 174 155 167 171 213 221 230

Average CPO price (MYR/tonne) 2,106 2,270 2,735 2,335 2,100 2,300 2,400

Average PK price (MYR/tonne) 1,424 1,881 2,534 1,967 1,350 1,600 1,600

Acres BV (MYRm) MV (MYRm) Effective stake Net surplus (MYR m)

Ijok, Selangor 1,947       32                 1,103           100% 750                              

Colville, Ng Sembilan 1,040       10                 453              100% 310                              

Gombak, Selangor 996         142               4,338           100% 2,937                           

Bagan Samak, Kedah 867         13                 189              100% 123                              

Tanjung Kupang, Johor 502         884               884              60% -                               

Tj Malim, Selangor 425         8                   56                100% 34                                

Paloh, Johor 64           0                   7                 100% 5                                 

KLK Complex, Sg Buloh 20           3                   34                100% 22                                

Ladang Tuan Mee, Sg Buloh 3,677       17                 8,008           100% 5,593                           

Ladang Fraser, Kulai 2,500       12                 871              40% 241                              

Subtotal 10,014                         

Shareholders' funds 1,389                           

Total RNAV 11,403                         

Discount to RNAV 60%

Discounted RNAV 4,561                           

Va lua tion ba sis MYR'm

Plantation earnings 30x 2020F earnings 22,896.81                                                  

Manufacturing earnings 15x 2020F earnings 3,641.83                                                     

Property RNAV 60% discount to RNAV 4,561.13                                                      

Synthomer Plc Investment Mkt value 1,036.01                                                      

MP Evans Investment Mkt value 249.46                                                         

Net cash/(debt) As at 3QFY19 (2,514.20)                                                    

TOTAL SOP 2 9 ,8 7 1.0 4                              

No Shares* (m) 1,054.06                                                     

SOP/sha re  (MYR) 2 8 .3 4
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PP London Sumatra Indonesia (LSIP IJ) Buy (From Neutral) 

Set For a Good CPO Price Run; BUY 
 
 Target Price (Return)  IDR1,450 (+21%) 

 Price: IDR1,195 
 

 Market Cap: 575m 

  Avg Daily Turnover 

(IDR/USD) 

13673.97m/0.97m 

   

 Upgrade to BUY from Neutral, new IDR1,450 TP from IDR1,290, 21% upside 
with 1% yield. We upgraded LSIP along with other planters we cover, on our new 
OVERWEIGHT sector rating. LSIP will also benefit from the movement in the 
CPO price, being a pure upstream player. Its sturdy balance sheet is also why it 
has survived the volatility in the CPO price.  However, considering AALI’s 
operational excellence and corporate governance track record, we still prefer 
AALI over LSIP.  

 Not our first pick, but London Sumatra remains one of the strongest and 
most established plantation companies in Indonesia. We believe it has the 
healthiest balance sheet of planters within our coverage universe, on its historical 
net cash gearing. In addition, it has maintained margins despite the CPO price 
volatility – owing to its robust balance sheet. However, risk regarding its sales 
volume and rubber price still looms – evidenced in recent quarters when it booked 
negative earnings.    

 Dragged by rubber. We believe it is exposed to the risk in rubber sales, which 
account for 5% of total sales. LSIP’s rubber segment has been in the red since 
2018 (1H18: loss of IDR65.9bn, which took 1H18 gross profit for the company to 
–IDR12.5bn). Although, the slump in rubber prices would not impact the company 
much if the CPO price skyrocketed, LSIP still has no plans to convert its rubber 
plantations to oil palm plantations – even though a sister company has done so.   

 Sluggish replanting programme regardless of having the oldest plantation 
fields. The programme has been slowing down in the past three years, compared 
to its peer Astra Agro Lestari (AALI IJ, BUY, TP: IDR16,160), which ramped its 
replanting up. At a recent meeting with company representatives, we learned that 
LSIP’s replanting will likely fall below its target, at its 100 ha vs its 500 ha target.   

 Upgrading target P/E to 19x from 17x. As such, our TP rises to IDR1,450 from 
initially IDR1,290 as it may be able to capture the projected uptrend in the CPO 
price. Its P/E is slightly lower than AALI’s 20x, as the latter has better corporate 
governance and operational excellence. Nonetheless, LSIP is a sturdy planter 
and  has the healthiest balance sheet.   
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (4.4) (4.0) 6.7  10.6  (6.6) 

Relative (5.0) (4.3) 8.0  14.4  (12.7) 

52-wk Price low/high (IDR) 1000 - 1520 

 
 

 

Source: Bloomberg 

 

 

 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (IDRb) 4,738 4,020 3,995 4,511 4,674 

Reported net profit (IDRb) 733 331 211 519 556 

Recurring net profit growth 
(%) 

24 (55) (36) 146 7 

EPS (IDR) 107 49 31 76 82 

DPS (IDR) 45 20 13 32 34 

P/E (x) 11.1 24.6 38.7 15.7 14.7 

P/B (x) 0.99 0.98 0.97 0.92 0.89 

P/CF 9.0 3.2 (0.5) 6.1 6.3 

Dividend Yield (%) 4 2 1 3 3 

EV/Ha (usd) 5,847 5,847 5,847 5,847 5,847 

ROAE (%) 9.2 4.0 2.5 6.0 6.2 

Net debt to equity net cash net cash net cash net cash net cash 

      Source: Company data, RHB  

mailto:christopher.benas@rhbgroup.com
mailto:jafar.saifuddin@rhbgroup.com
mailto:hoe.lee.leng@rhbgroup.com
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Financial Exhibits 
 

Financial model updated on: 2019-09-26  

Asia 

Indonesia 

Agriculture | CPO 

London Sumatra 

Bloomberg LSIPIJ 

BUY  

Major shareholders (%)  

PT Salim Ivomas Pratama  59.51 

  

  

 

Valuation basis 

19 x P/E, slightly below its mean  

 

Key drivers 

i. Increase in palm product prices; 
ii. Increase in palm product sales volume; 
iii. A drop in Indonesia’s and Malaysia’s inventory. 

 

Key risks 

i. Higher inventory; 
ii. Decrease in palm product prices; 
iii. Decrease in competing vegetable oil prices. 

 

Company Profile 

London Sumatra cultivates, harvests, and processes 
palm oil, rubber, coconut, cocoa, coffee and tea. 

 

 
 

 

Financial Summary 2017 2018 2019F 2020F 2021F 

EPS (IDR) 107 49 31 76 82 
DPS (IDR) 45 20 13 32 34 
BVPS (IDR) 1,206 1,221 1,232 1,296 1,347 
FCFPS (IDR) 108 38 (7) 73 75 
Weighted Avg Adjusted Shares (m) 6,823 6,823 6,823 6,823 6,823 

      
Valuation Metrics 2017 2018 2019F 2020F 2021F 

P/E (x) 11.1 24.6 38.7 15.7 14.7 
P/B (x) 1.0 1.0 1.0 0.9 0.9 
FCF Yield (%) 9.0% 3.2% -0.5% 6.1% 6.3% 
Dividend Yield (%) 3.76 1.70 1.08 2.66 2.85 
EV/EBITDA (x) 5.2 9.2 13.2 8.9 8.4 
EV/ha (Planted Nucleus) 5,847 5,847 5,847 5,847 5,847 

      
Income Statement (IDRbn) 2017 2018 2019F 2020F 2021F 

Total Turnover 4,738 4,020 3,995 4,511 4,674 
Gross Profit 1,294 683 515 676 695 
EBITDA 1,306 742 518 767 816 
Depreciation and Amortisation 402 402 422 444 464 
Operating Profit 904 340 96 324 352 
Net Interest 58 77 74 94 96 
Pre-Tax Profit 963 417 170 418 448 
Taxation (229) (88) 41 100 108 
Minority Interests (0) (2) (0) 0 0 
Net Profit 733 331 211 519 556 

      
Cash Flow (IDRbn) 2017 2018 2019F 2020F 2021F 

Working Capital (13) (63) 4 (52) (14) 
Cash Flow from Operations 1,262 625 470 1,007 1,020 
Capex (370) (310) (500) (500) (500) 
Cash Flow from Investing Activities (525) (366) (514) (507) (509) 
Proceeds from Issue of Shares - - - - - 
Dividends Paid (239) (307) (139) (88) (217) 
Cash Flow from Financing Activities (248) (230) (135) (83) (212) 
Cash at Beginning of Period 1,141 1,633 1,663 1,484 1,902 
Net Change in Cash 493 30 (179) 417 300 
Ending Balance Cash 1,633 1,663 1,484 1,902 2,201 

      
Balance Sheet (IDRbn) 2017 2018 2019F 2020F 2021F 

Total Cash and Equivalents 1,633 1,663 1,484 1,902 2,201 
Fixed assets 6,299 6,235 6,330 6,406 6,463 
Total Assets 9,853 10,037 9,873 10,507 10,912 
Non-current liabilities 416 525 465 534 554 
Total non-current liabilities 1,206 1,180 999 1,128 1,169 
Total Liabilities 1,622 1,705 1,464 1,662 1,723 
Shareholders' Equity 8,225 8,328 8,405 8,840 9,184 
Minority Interests 6 4 4 4 5 
Total Liabilities & Equity 9,853 10,037 9,873 10,507 10,912 

      
Key Metrics 2017 2018 2019F 2020F 2021F 

Revenue Growth (%) 23.1 (15.2) (0.6) 12.9 3.6 
EPS Growth (%) 23.5 (54.8) (36.4) 146.1 7.2 
Gross Margin (%) 27.3 17.0 12.9 15.0 14.9 
EBITDA Margin (%) 27.57 18.45 12.95 17.01 17.47 
Net Profit Margin (%) 15.48 8.24 5.28 11.50 11.90 
Dividend Payout Ratio (%) 42 42 42 42 42 

 
 

Source: Company, RHB  
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Figure 1: LSIP’s GPM vs CPO price change (Jun 2015-Jun 
2019) 

Figure 2: LSIP’s NPM vs CPO price change (Jun 2015-June 
2019) 

  

Source: Company data, RHB        Source: Company data, RHB 

Figure 3: LSIP’s ASP trends for CPO and PK 

 
Source: Company data, RHB 

Figure 4: LSIP’s FFB nucleus production Figure 5: LSIP’s CPO production 

  
Source: Company data, RHB Source: Company data, RHB 
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 Market Dateline / PP 19489/05/2019 (035080) 

 
 

Figure 6: LSIP’s 5-year P/E band Figure 7: LSIP’s 5-year P/BV band 

 

 

 

Source: Bloomberg  data, RHB Source: Bloomberg  data, RHB 
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Sarawak Oil Palms (SOP MK) Buy (From Neutral) 

Trading At Discount To Peers; U/G To BUY   Target Price (Return)  MYR2.35 (+12%) 

 Price: MYR2.10 

  Market Cap: USD286.3m 

 Avg Daily Turnover (MYR/USD) 0.09m/0.02m 

    
 Upgrade to BUY from Neutral, new MYR2.35 TP, 12% upside with 2% yield. 

This is on our sector upgrade to OVERWEIGHT, as we expect CPO prices to 

rerate upwards in 4Q19 and continue climbing in 1H20. We believe plantation 

stocks would also likely rerate on the back of this price movement, as CPO 

prices are the leading indicator for plantation companies’ P/Es.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Now a BUY. Given its mostly upstream earnings exposure, Sarawak Oil 

Palms should benefit more from a CPO price upcycle. With almost 20% 

decline in share price over the last six months, valuations are now more 

attractive. Our new MYR2.35 TP is based on a higher P/E of 18x (from 15x) 

2020, 1SD above its historical average. This implies an EV/ha of 

USD9,000/ha, in line with its peers’ USD8,000-13,000/ha.  

 

Analyst 
 

Hoe Lee Leng 

+603 9280 8880 
hoe.lee.leng@rhbgroup.com  
 
 

  

 

  
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (1.0) 1.5 (13.7) (19.4) (24.9) 

Relative 5.0 2.7 (8.5) (14.8) (13.2) 

52-wk Price low/high (MYR) 1.96 - 2.85 

  
 

 

Source: Bloomberg 

 

 

 

 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (MYRm) 4,913.4 3,532.9 4,129.0 4,456.8 4,575.6 

Recurring net profit (MYRm) 217.8 73.1 22.9 73.9 91.0 

Recurring net profit growth 
(%) 

93.6 (66.4) (68.7) 223.3 23.2 

Recurring P/E (x) 5.5 16.4 52.5 16.2 13.2 

P/BV (x) 0.6 0.6 0.6 0.6 0.6 

P/CF (x) (8.8) 3.1 8.0 5.6 4.8 

Dividend Yield (%) 2.9 2.4 2.4 2.9 3.3 

EV/EBITDA (x) 4.0 6.3 8.8 6.4 5.6 

ROE (%) 11.4 2.9 1.1 3.5 4.2 

Net debt to equity (%) 36.9 28.9 28.3 24.4 19.7 

Interest coverage (x) 10.6 3.5 1.9 4.2 5.8 

      Source: Company data, RHB 
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Financial Exhibits 
 

Asia 

Malaysia 

Plantation 

Sarawak Oil Palms 

SOP MK  

 

 

Valuation basis 

We apply a target P/E of 18x on 2020 earnings (in line 
with historical peers), backed up by an EV/ha of 
USD9,000/ha, in line with its peer average of 
USD8,000-13,000/ha.  
 

Key drivers 

i. CPO price movement; 
ii. FFB production output; 
iii. Competitiveness of its downstream processing 

division vs peers.  
 

Key risks 

i. CPO price movement; 
ii. Weather risks; 
iii. Demand and supply dynamics of the global 

vegetable oil industry. 
 

Company Profile 

Sarawak Oil Palms is involved in oil palm cultivation and 
CPO refining in the state of Sarawak. 

 

 
 

Financial summary  Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring EPS (MYR) 0.42 0.11 0.04 0.13 0.16 

DPS (MYR) 0.06 0.05 0.05 0.06 0.07 

BVPS (MYR) 3.38 3.45 3.35 3.42 3.51 

ROE (%) 11.39 2.86 1.10 3.48 4.19 

      

      
Valuation metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring P/E (x)  5.0 19.6 52.5 16.2 13.2 

P/B (x) 0.62 0.61 0.63 0.61 0.60 

FCF Yield (%) (19.23) 20.54 4.52 8.58 10.35 

Dividend yield (%) 2.9 2.4 2.4 2.9 3.3 

EV/EBITDA (x) 4.0 6.3 8.8 6.4 5.6 

EV/EBIT (x) 5.5 11.9 27.2 13.3 11.2 

      
Income statement (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover 4913 3533 4129 4457 4576 

Gross profit 543 143 194 277 304 

EBITDA (adj.) 518 306 217 289 311 

Depreciation & amortisation (141) (145) (147) (150) (154) 

Operating profit 399 150 70 138 157 

Net interest  (37) (43) (37) (33) (27) 

Pre-tax profit 381 95 33 106 130 

Taxation (101) (40) (8) (25) (31) 

Net profit 239 61 23 74 91 

Recurring net profit 218 73 23 74 91 

      
Cash flow (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Change in working capital  (563) 144 (23) (15) (5) 

Cash flow from operations (136) 393 149 216 247 

Capex (95) (146) (95) (113) (123) 

Cash flow from investing activities (77) (121) (91) (108) (119) 

Dividends paid (42) (37) (29) (34) (40) 

Cash flow from financing activities 114 (257) (229) (234) (240) 

Cash at beginning of period 735 636 651 481 354 

Net change in cash  (96) 18 (170) (127) (111) 

Ending balance cash 639 654 481 354 243 

      
Balance sheet (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total cash and equivalents 639 654 481 354 243 

Tangible fixed assets 2,624 2,627 2,632 2,610 2,585 

Total investments - - - - - 

Total assets 4,274 4,120 4,133 4,011 3,881 

Short-term debt  616 521 321 121 (79) 

Total long-term debt  798 751 751 751 751 

Total liabilities 2,072 1,871 1,940 1,771 1,582 

Total equity 2,202 2,249 2,194 2,240 2,299 

Total liabilities & equity 4,274 4,120 4,133 4,011 3,881 

      
Key metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Revenue growth (%) 11.3 (28.1) 16.9 7.9 2.7 

Recurrent EPS growth (%) 93.6 (66.4) (68.7) 223.3 23.2 

Gross margin (%) 11.1 4.0 4.7 6.2 6.6 

Operating EBITDA margin (%) 10.6 8.7 5.3 6.5 6.8 

Net profit margin (%) 4.4 2.1 0.6 1.7 2.0 

Capex/sales (%) 1.9 4.1 2.3 2.5 2.7 

Interest cover (x) 11.2 3.2 1.9 4.2 5.8 
 
 

Source: Company data, RHB  
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Figure 1: Key assumptions  

 

Source: Company data, RHB 

 
 

 FY16  FY17  FY18  FY19F  FY20F  FY21F 

FFB production, tonnes 979,423    1,374,608 1,340,289 1,372,667 1,473,543 1,613,558 

% change -10.8% 40.3% -2.5% 2.4% 7.3% 9.5%

Effective CPO price (MYR) 2,610       2,848        2,239        2,200        2,400        2,400        

Refinery utilization rate 95% 95% 95% 95% 95% 95%
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Sawit Sumbermas Sarana (SSMS IJ) Neutral (Maintained) 

Young Gun Ready To Roll; Stay NEUTRAL 
 
 Target Price (Return)  IDR1,000 (+6%) 

 Price: IDR945 
 

 Market Cap: 634.8m 

  Avg Daily Turnover (IDR/USD) 40780.17m/2.88m 

   

 Maintain NEUTRAL, new TP of IDR1,000 from IDR950, 6% upside and 1% 
yield. We lift our TP on a higher P/E, as we have turned bullish on the sector. Our 
NEUTRAL call is unchanged, as there is still an overhang on SSMS’ global bond, 
which dragged its financial performance due to the high interest rate and FX 
exposure. Despite the younger oil palm age profile, we still prefer AALI and LSIP 
as proxies to the Indonesian plantation sector. 

 We recently turned bullish in our CPO outlook, which resulted in our upgrade 
on the numbers and calls of the plantation stocks in our coverage universe. Other 
than Sawit Sumbermas Sarana, we also increased TPs for Astra Agro Lestari 
(AALI IJ, BUY, TP IDR16,160), and London Sumatra (LSIP IJ, BUY, TP: 
IDR1,450). We prefer the latter two stocks, as we believe they offer better value 
vs SSMS’ premium valuation. Our higher TP for SSMS is premised on our now-
higher P/E (ie, to 20x from 19x).  

 SSMS has the potential to book better earnings when the CPO price reaches 
a high, as margins can expand more vs that of other planters. When CPO price 
was at a high in 2016, SSMS booked GPMs of 40-60% and NPMs of c.20%. We 
believe this was due to its young and productive trees – which averaged nine 
years. This is very young, compared to LSIP’s average of 15.9 years and AALI’s 
15.2 years. In terms of production, SSMS’ nucleus yield is 24.4 tonnes per ha, 
higher than AALI’s 21.8 tonnes and on par with LSIP’s 24.4 tonnes. 

 The recent CPO price downturn dragged down NPM to its lowest level of       
-37% in 4Q18. In addition, in 2Q19, SSMS’ results implied a -19% NPM. The 
volatile bottomline margins do illustrate how more exposed SSMS is to the risk of 
a CPO price downturn vs other planters we cover. Moreover, its premium 
valuation and geared balance sheet compared to other companies provide more 
reasons as to why we applied the lowest increase in our target multiples to SSMS. 
SSMS’ balance sheet is the most leveraged, among the plantation companies we 
cover. FY18 net debt-to-equity is 1.47x, vs AALI’s 0.24x and LSIP’s net cash. 

 NEUTRAL, for now. We lift our TP by 5% but maintain NEUTRAL on SSMS as 
we believe other companies in our universe should offer better upside in the 
coming periods. 

 

Analysts 
 

Andre Benas 

+6221 2970 7066 

christopher.benas@rhbgroup.com 

 

 
Ja’far Saifuddin 
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jafar.saifuddin@rhbgroup.com 
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute -24.4 3.3 -6.0 -12.1 -22.2 

Relative -25.0 3.0 -4.7 -8.4 -28.3 

52-wk Price low/high (IDR) 865 – 1,355 

 
 

 

Source: Bloomberg 

 

 

 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (IDRbn) 3,241 3,711 3,376 3,931 4,256 

Reported net profit (IDRbn) 807 86 221 478 678 

Recurring net profit growth (%) 33 (89) 156 117 42 

EPS (IDR) 85 9 23 50 71 

DPS (IDR) 19 25 3 7 15 

P/E (x) 11.2 104.4 40.8 18.8 13.3 

P/B (x) 2.15 2.21 2.12 1.92 1.72 

Dividend Yield (%) 1.97 2.62 0.28 0.72 1.55 

EV/Ha (USD) 9,610 9,610 9,610 9,610 9,610 

ROAE (%) 19.4 2.1 5.3 10.8 13.7 

Net debt to equity 1.12 1.47 1.41 1.28 1.14 

      Source: Company data, RHB  

mailto:christopher.benas@rhbgroup.com
mailto:jafar.saifuddin@rhbgroup.com
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Financial Exhibits 
 

Financial model updated on: 2019-09-26 
 

 

Asia 

Indonesia 

Agriculture | CPO 

Sawit Sumbermas Sarana 

Bloomberg SSMS IJ 

BUY  

Major shareholders (%)  

Citra Borneo Indah 53.8 
Putra Borneo Agro Lestari 10.22 

  

 

Valuation basis 

Our TP of IDR1,000 is based on 20x FY20F P/E or 
0.5SD below its mean. 
 

Key drivers 

Our FY19F are most sensitive to changes in:  
i. Movement in CPO prices; 
ii. FX loss due to high FX loans and financing costs; 
iii. Disruption in production. 

 

Key risks 

The downside risks include:  
i. Lower CPO price; 
ii. Low production; 
iii. Further IDR depreciation 

 
The converse represents the upside risks. 
 

Company Profile 

Sawit Sumbermas Sarana operates in the agriculture 
industry. The company trades in palm oil. 

 

 
 

 

Financial Summary 2017 2018 2019F 2020F 2021F 

EPS (IDR) 85 9 23 50 71 
DPS (IDR) 19 25 3 7 15 
BVPS (IDR) 439 427 447 491 549 
FCFPS (IDR) 894 (43) 671 667 1,025 
Weighted Avg Adjusted Shares (m) 9,525 9,525 9,525 9,525 9,525 

      
Valuation Metrics 2017 2018 2019F 2020F 2021F 

P/E (x) 11.15 104.41 40.77 18.82 13.27 
P/B (x) 2.15 2.21 2.12 1.92 1.72 
FCF Yield (%) 94.6% -4.6% 71.0% 70.6% 108.4% 
Dividend Yield (%) 1.97 2.62 0.28 0.72 1.55 
EV/EBITDA (x) 13.6 37.0 50.7 22.4 15.8 
EV/ha (planted nucleus) 9,610 9,610 9,610 9,610 9,610 

      
Income Statement (IDRb) 2017 2018 2019F 2020F 2021F 

Total Turnover 3,241 3,711 3,376 3,931 4,256 
Gross Profit 1,726 1,601 1,181 1,630 1,899 
EBITDA 953 351 256 580 823 
Depreciation and Amortisation (261) (267) (288) (309) (330) 
Operating Profit 1,214 618 544 889 1,153 
Net Interest (93) (277) (248) (247) (243) 
Pre-Tax Profit 1,120 341 296 642 910 
Taxation (309) (254) (74) (160) (228) 
Minority Interests 4 1 1 3 4 
Net Profit 807 86 221 478 678 

      
Cash Flow (IDRb) 2017 2018 2019F 2020F 2021F 

Working Capital (720) (194) (16) (20) (11) 
Cash Flow from Operations 908 4 724 720 1,077 
Capex (133) (447) (500) (500) (500) 
Cash Flow from Investing Activities (342) (447) (500) (500) (500) 
Dividends Paid (178) (236) (25) (65) (140) 
Cash Flow from Financing Activities 1,473 546 (25) (65) (140) 
Cash at Beginning of Period 162 2,201 2,304 2,502 2,657 
Net Change in Cash 2,038 103 199 155 437 
Ending Balance Cash 2,201 2,304 2,502 2,657 3,094 

      
Balance Sheet (IDRb) 2017 2018 2019F 2020F 2021F 

Total Cash and Equivalents 2,201 2,305 2,502 2,657 3,094 
Fixed assets 4,399 4,579 4,791 4,982 5,152 
Total Assets 9,774 11,296 11,367 11,927 12,562 
Non current liabilities 1,122 1,156 1,099 1,192 1,247 
Total non current liabilities 4,469 6,070 6,015 6,058 6,088 
Total Liabilities 5,592 7,227 7,114 7,250 7,334 
Shareholders' Equity 4,164 4,051 4,236 4,660 5,210 
Minority Interests 18 19 19 19 19 
Total Liabilities & Equity 9,774 11,296 11,368 11,929 12,563 

      
Key Metrics 2017 2018 2019F 2020F 2021F 

Revenue Growth (%) 19.0 14.5 (9.0) 16.4 8.3 
EPS Growth (%) 33.0 (89.3) 156.1 116.7 41.8 
Gross Margin (%) 53.2 43.1 35.0 41.5 44.6 
EBITDA Margin (%) 29.40 9.45 7.59 14.74 19.34 
Net Profit Margin (%) 24.90 2.32 6.54 12.17 15.93 
Dividend Payout Ratio (%) 22 274 11 14 21 

 
 

Source: Company, RHB  
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Figure 1: SSMS’ CPO production (3Q17-2Q19) Figure 2: SSMS’ FFB production (3Q17-2Q19) 

  

Source: Company data, RHB Source: Company data, RHB 
 
 

 

Figure 3: SSMS’ GPM vs change in CPO price (%) Figure 4: SSMS’ NPM vs change in CPO price (%) 

  
Source: Company data, RHB Source: Company data, RHB 

 
 

Figure 5: SSMS’ CPO production vs other planters  Figure 6: SSMS’ FFB production vs other planters 

  
Source: Company data, RHB Source: Company data, RHB 
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Figure 7: SSMS’ P/E band Figure 8: SSMS’ P/BV band 

 
 

Source: Bloomberg  data, RHB Source: Bloomberg  data, RHB 
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Sime Darby Plantation (SDPL MK) Sell (Maintained) 

Wait For a Lower Entry Point; Keep SELL    Target Price (Return)  MYR4.25 (-14.6%) 

(+4.0014.78%)  Price: MYR4.98 

  Market Cap: USD7,916m 

 Avg Daily Turnover (MYR/USD) 11.32m/2.71m 

    
 Maintain SELL, new MYR4.25 TP from MYR3.90, 15% downside. Although 

we upgraded the sector to OVERWEIGHT, expecting CPO prices to rerate 

upwards in 4Q19 and continue its upward trend in 1H20, Sime Plant’s 

valuations remain prohibitive at current levels.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Maintain SELL as valuations are at a too much of a premium at current 

prices, at 50x FY20F P/E. Our TP rises to MYR4.25 on a higher P/E target 

of 35x for its plantation division (1SD above historical average), and 

unchanged 3x P/BV for its downstream division. Our TP implies an EV/ha of 

USD18,000, ie at a discount to its Malaysian large-cap listed peers, which 

trade at a higher USD30,000-40,000, likely due to its older age profile. 
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 0.6  (0.6) (1.6) (5.5) (9.2) 

Relative 6.6  0.6  3.5  (0.9) 2.5  

52-wk Price low/high (MYR) 3.95 - 5.39 
  

 

 

Source: Bloomberg 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Jun-18 6MDec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (MYRm) 14,369.0 6,530.0 13,065.1 15,145.2 15,689.7 
Recurring net profit 
(MYRm) 

1,210.0 224.0 70.4 665.3 893.0 

Recurring net profit growth 
(%) 

9.3 (79.8) (94.2) nm 34.2 

Recurring P/E (x) 27.4 148.1 471.6 49.9 37.2 

P/BV (x) 2.4 2.4 2.4 2.4 2.3 

P/CF (x) 14.0 39.8 23.8 16.5 14.8 

Dividend Yield (%) 3.5 0.3 0.2 1.2 1.5 

EV/EBITDA (x) 8.4 23.0 15.7 10.6 9.5 

ROE (%) 9.3 n.m 0.5 4.8 6.3 

Net debt to equity (%) 44.8 n.m 38.7 38.5 35.7 

Interest coverage (x) 4.5 11.2 4.9 3.1 8.5 

      Source: Company data, RHB 
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Financial Exhibits 
 

Asia 

Malaysia 

Plantation 

Sime Darby Plantation 

SDPL MK  

 

 

Valuation basis 

SOP, applying 35x 2020 to its plantations earnings and 
3x BV for its downstream division. 
 

Key drivers 

i. CPO price movement; 
ii. FFB production output; 
iii. Competitiveness of its downstream processing 

division vs peers.  
 

Key risks 

i. CPO price movement; 
ii. Weather risks; 
iii. Demand and supply dynamics of the global 

vegetable oil industry. 
 

Company Profile 

Sime Darby Plantation is the largest listed plantation 
company on Bursa Malaysia, with more than 600,000ha 
of oil palm land bank. 

 

 
 

Financial summary  Jun-17 Jun-18 Dec-19F Dec-20F Dec-21F 

Recurring EPS (MYR) 0.16 0.18 0.01 0.10 0.13 

DPS (MYR) 0.13 0.17 0.01 0.06 0.08 

BVPS (MYR) 1.83 2.01 2.01 2.05 2.11 

ROE (%) 31.81 13.22 0.52 4.82 6.32 

      

      
Valuation metrics Jun-17 Jun-18 Dec-19F Dec-20F Dec-21F 

Recurring P/E (x)  30.0 27.4 471.6 49.9 37.2 

P/B (x) 2.66 2.43 2.43 2.38 2.32 

FCF Yield (%) 4.82 3.25 2.72 1.02 2.30 

Dividend yield (%) 2.7 3.5 0.2 1.2 1.5 

EV/EBITDA (x) 7.7 8.4 15.7 10.6 9.5 

EV/EBIT (x) 12.2 13.2 61.8 21.7 17.6 

      
Income statement (MYRm) Jun-17 Jun-18 Dec-19F Dec-20F Dec-21F 

Total turnover 14779 14369 13065 15145 15690 

Gross profit 6,923 7,041 6,402 7,573 7,845 

EBITDA (adj.) 3,384 3,210 1,776 2,627 2,958 

Depreciation & amortisation (1,247) (1,154) (1,324) (1,340) (1,355) 

Operating profit 2,138 2,056 452 1,287 1,602 

Net interest  (424) (159) (136) (141) (137) 

Pre-tax profit 4,031 2,377 283 1,116 1,438 

Taxation (479) (492) (85) (313) (403) 

Net profit 3,508 1,727 70 665 893 

Recurring net profit 1,107 1,210 70 665 893 

      
Cash flow (MYRm) Jun-17 Jun-18 Dec-19F Dec-20F Dec-21F 

Change in working capital  478 (123) 926 (254) (75) 

Cash flow from operations 3,292 2,675 2,401 1,840 2,263 

Capex (1,691) (1,595) (1,500) (1,500) (1,500) 

Cash flow from investing activities (1,578) (884) (1,500) (1,500) (1,500) 

Dividends paid (960) (434) (68) (408) (510) 

Cash flow from financing activities (1,673) (2,091) (368) (608) (810) 

Cash at beginning of period 636 713 363 896 628 

Net change in cash  41 (300) 533 (268) (47) 

Ending balance cash 713 363 896 628 581 

      
Balance sheet (MYRm) Jun-17 Jun-18 Dec-19F Dec-20F Dec-21F 

Total cash and equivalents 546 279 726 578 531 

Tangible fixed assets 18,355 17,757 18,005 18,238 18,455 

Total investments 719 504 504 504 504 

Total assets 29,455 27,491 27,614 27,965 28,209 

Short-term debt  (1,325) (1,094) (1,094) (1,094) (1,094) 

Total long-term debt  (6,412) (5,395) (5,095) (4,895) (4,595) 

Total liabilities (16,997) (13,816) (13,937) (14,030) (13,892) 

Total equity 12,458 13,675 13,677 13,935 14,318 

Total liabilities & equity 29,455 27,491 27,614 27,965 28,209 

      
Key metrics Jun-17 Jun-18 Dec-19F Dec-20F Dec-21F 

Revenue growth (%) 23.7 (2.8) (9.1) 15.9 3.6 

Recurrent EPS growth (%) 262.7 (99.7) (94.2) 845.5 34.2 

Gross margin (%) 46.8 49.0 49.0 50.0 50.0 

Operating EBITDA margin (%) 22.9 22.3 13.6 17.3 18.9 

Net profit margin (%) 23.7 12.0 0.5 4.4 5.7 

Capex/sales (%) (11.4) (11.1) (11.5) (9.9) (9.6) 

Interest cover (x) 4.5 11.2 3.1 8.5 11.0 
 
 

Source: Company data, RHB  
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Figure 1: SDPlant’s forecast assumptions 

 

Source: RHB 

 
 

Figure 2: SDPlant’s SOP valuation 

 

Source: RHB 

 

 
 
 
 
 

 
 
 
 

FYE Jun-16 Jun-17 Jun-18 6MDec-18 Dec-19F Dec-20F Dec-21F

CPO Price (MYR/tonne) 2,242 2,848 2,546 1,974 2,200 2,400 2,500

FFB Production ('m tonnes) 9.6 9.8 10.2 5.6 10.7 11.1 11.3 

Downstream Margin (%) 2.4 2.1 2.5 2.9 3.0 4.0 4.0 

Basis Valuation (MYRm)

Plantations Upstream 2020 P/E Target of 35x 15,234

Plantations Downstream 3x Book Value 13,560

TOTAL 28,795

No. issued shares  (m) 6,800

SOP/share (MYR) 4.23
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TSH Resources (TSH MK) Sell (Maintained) 

Lofty Valuations; Still a SELL   Target Price (Return)  MYR0.75 (-15%) 

(+18%)  Price: MYR0.88 

  Market Cap: USD286.5m 

 Avg Daily Turnover (MYR/USD) 0.12m/0.03m 
   
 Maintain SELL, new TP of MYR0.75 from MYR0.70, 15% downside. 

Although we upgraded the sector to OVERWEIGHT, expecting CPO prices to 

rerate upwards in 4Q19 and continue its upward trend in 1H20, TSH’s 

valuations remain prohibitive at current levels.  

 When CPO prices start moving, plantation companies’ P/Es will expand 

first, before earnings catch up and valuations return to normal. As such, we 

lift our target P/Es for the plantation stocks under our coverage by 3-5x to 

trade at 1SD above their historical averages. This is because we expect 

plantation stocks to trade at more inflated valuations in the short term, before 

earnings start improving.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories 

should normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply 

from the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 We opine investors should position for the run-up in CPO prices that we 
expect to see within the next few months, as share prices should also react 
positively in tandem. In addition, we believe the market would need to look 
for stock ideas with positive earnings growth momentum during this period of 
uncertain global economic conditions. 

 Maintain SELL, as TSH is trading at a lofty 29x FY20F P/E – above its peers’ 

range of 16-20x. Our revised SOP-based TP of MYR0.75 (from MYR0.70), 

applies a higher 18x 2020 target P/E on its plantations division (from 16x) and 

unchanged 0.5x P/BV on its other divisions. This implies an EV/ha of 

USD10,000, in line with its peer range of USD8,000-15,000/ha. Although it 

should see decent FFB growth over the next few years, we believe higher unit 

costs relating to young plantations will hamper earnings. 

 

Analyst 
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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (9.1) 0.0  0.0  (14.3) (20.4) 

Relative (3.1) 1.2  5.2  (9.7) (8.7) 

52-wk Price low/high (MYR) 0.865 - 1.19 
 
 

 

Source: Bloomberg 

 

 

 

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (MYRm) 1,073.5 906.3 956.3 1,066.9 1,058.0 

Recurring net profit (MYRm) 105.5 52.8 23.4 40.8 51.8 

Recurring net profit growth 
(%) 

16.0 (50.0) (55.6) 74.4 26.8 

Recurring P/E (x) 11.4 22.8 51.3 29.4 23.2 

P/BV (x) 0.8 0.9 0.9 0.9 0.9 

P/CF (x) 5.7 8.4 6.0 4.8 5.0 

Dividend Yield (%) 2.3 1.1 0.6 1.1 1.1 

EV/EBITDA (x) 10.4 13.1 14.8 11.8 10.7 

ROE (%) 7.7 2.9 1.7 2.9 3.6 

Net debt to equity (%) 88.4 98.4 91.9 82.7 80.9 

Interest coverage (x) 4.7 2.8 1.4 2.0 2.5 

      Source: Company data, RHB 
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Financial Exhibits 
 

Asia 

Malaysia 

Plantation 

TSH Resrouces 

TSH MK  

 

 

Valuation basis 

We apply an SOP valuation, comprising 18x 2020 P/E 
on its upstream division and 0.5x P/BV for its other 
divisions.  Our TP implies an EV/ha of USD10,000/ha, 
in line with the peers’ range of USD8,000-15,000/ha..  
 

Key drivers 

i. CPO price movement; 
ii. FFB production output; 
iii. Competitiveness of its downstream processing 

division vs peers.  
 

Key risks 

i. CPO price movement; 
ii. Weather risks; 
iii. Demand and supply dynamics of the global 

vegetable oil industry. 
 

Company Profile 

TSH Resources is involved in oil palm plantations in 
Sabah and Indonesia. It also has a 50% stake in a joint 
venture refinery with Wilmar International. 

 

 
 

Financial summary  Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring EPS (MYR) 0.08 0.04 0.02 0.03 0.04 

DPS (MYR) 0.02 0.01 0.01 0.01 0.01 

BVPS (MYR) 1.04 0.96 0.97 0.99 1.02 

ROE (%) 7.73 2.93 1.69 2.89 3.57 

      

      
Valuation metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring P/E (x)  11.4 22.8 51.3 29.4 23.2 

P/B (x) 0.85 0.91 0.90 0.88 0.86 

FCF Yield (%) 6.97 (0.42) 6.68 9.81 8.97 

Dividend yield (%) 2.3 1.1 0.6 1.1 1.1 

EV/EBITDA (x) 10.4 13.1 14.8 11.8 10.7 

EV/EBIT (x) 13.5 21.9 36.7 26.3 23.3 

      
Income statement (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover 1074 906 956 1067 1058 

Gross profit 381 288 292 339 363 

EBITDA (adj.) 253 204 177 212 237 

Depreciation & amortisation (59) (81) (116) (127) (138) 

Operating profit 195 122 71 95 109 

Net interest  (28) (35) (41) (38) (34) 

Pre-tax profit 192 81 37 64 81 

Taxation (50) (30) (9) (16) (20) 

Net profit 114 40 23 41 52 

Recurring net profit 105 53 23 41 52 

      
Cash flow (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Change in working capital  56 48 20 37 2 

Cash flow from operations 210 143 201 250 239 

Capex (165) (163) (131) (142) (141) 

Cash flow from investing activities (126) (148) (121) (132) (131) 

Dividends paid (1) (29) (7) (14) (14) 

Cash flow from financing activities (70) (23) (107) (114) (114) 

Cash at beginning of period 131 139 108 81 86 

Net change in cash  13 (28) (27) 4 (6) 

Ending balance cash 145 111 81 86 80 

      
Balance sheet (MYRm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total cash and equivalents 139 108 81 86 80 

Tangible fixed assets 2,380 2,338 2,349 2,361 2,361 

Total investments 159 149 156 163 170 

Total assets 3,345 3,214 3,411 3,480 3,246 

Short-term debt  649 663 663 663 663 

Total long-term debt  793 793 692 591 591 

Total liabilities 1,739 1,713 1,889 1,923 1,643 

Total equity 1,606 1,501 1,522 1,556 1,604 

Total liabilities & equity 3,345 3,214 3,411 3,480 3,246 

      
Key metrics Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 

Revenue growth (%) 23.0 (15.6) 5.5 11.6 (0.8) 

Recurrent EPS growth (%) 16.0 (50.0) (55.6) 74.4 26.8 

Gross margin (%) 35.5 31.7 30.5 31.8 34.3 

Operating EBITDA margin (%) 23.6 22.5 18.5 19.9 22.4 

Net profit margin (%) 9.8 5.8 2.4 3.8 4.9 

Capex/sales (%) 15.3 18.0 13.7 13.3 13.3 

Interest cover (x) 7.8 3.3 1.9 2.7 3.4 
 
 

Source: Company data, RHB  
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Figure 1: TSH’s key assumptions  

 

Source: RHB 
 

 
 

 
 

 
 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 

 FY16  FY17  FY18  FY19F  FY20F  FY21F 

FFB production, tonnes 597,137 706,097 856,843 892,769 968,146    1,046,822 

% change -8.0% 18.2% 21.3% 4.2% 8.4% 8.1%

Percentage of production from Indonesia 82.5% 84.7% 87.4% 87.4% 88.0% 88.6%

CPO price assumption (Malaysia), MYR/tonne 2,454     2,701     2,086     2,200     2,400       2,400       

Figure 2: TSH’s SOP valuation  

 

Source: RHB 

Division Valuation methodology Per share value, MYR

Plantation 18x FY20F earnings 0.54                             

Other divisions 0.5x book value 0.22                             

TP 0.76                             
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Wilmar (WIL SP) Buy (Maintained) 

China IPO Still The Key Catalyst; Maintain BUY   Target Price (Return)  SGD4.75 (+27%) 

 Price: SGD3.74 

  Market Cap: USD17,133m 

 Avg Daily Turnover (SGD/USD) 23.9m/17.3m 
   
 Reiterate BUY, higher TP of SGD4.75 from SGD4.50, 27% upside and c.3% 

dividend yield. This is due to our sector upgrade to OVERWEIGHT, as we 

expect CPO prices to rerate upwards in 4Q19 and continue their upward trend 

in 1H20. CPO prices are the leading indicator for plantation P/E valuations. 

Being one of the largest oil palm owners, we expect Wilmar’s upstream 

business to benefit from rising CPO prices. We now value its plantations at a 

higher P/E. 

 We expect upstream planters to benefit more from the rise in CPO prices 

than Wilmar, which is exposed to the entire supply chain of palm oil. As such, 

we have switched our Singapore plantation sector Top Pick to First 

Resources. Wilmar remains one of our Singapore Top Picks, as the upcoming 

China IPO remains a key positive catalyst for its share price.   

 We leave our CPO price assumptions unchanged at MYR2,200/tonne for 

2019 and MYR2,400/tonne for 2020. 

 The main premises for our upgrade are: 
i. Trade war is still on, with import duties being levied on US soybeans; 
ii. A CPO production slowdown is imminent in 2020, while inventories should 

normalise by 1Q20; 
iii. Demand should remain strong from China, due to the continuing African 

swine flu epidemic in the country; 
iv. The B30 biodiesel mandate in Indonesia will mop up any excess supply from 

the market in 2020;   
v. Crude oil prices will remain at relatively high levels, resulting in a positive 

CPO-gasoil price gap;  
vi. Weather conditions remain normal. 

 The trade war continues to have far-reaching effects on the sector, not 

only on soybean demand and supply dynamics, but also on crude oil prices 

and FX volatilities. This, combined with the improving supply-demand 

dynamics of the CPO and eight vegetable oil complex, should lead to 

improved CPO prices in 2020.   

 Positioned for CPO price recovery. Although Wilmar is much bigger in the 

processing space, we note that management has highlighted its expectation 

of a CPO price recovery in the previous two briefings. This leads us to believe 

the group has positioned itself to capture higher margins in the upstream 

segment, while keeping low-cost inventories for its mid-stream and 

downstream business for subsequent quarters when CPO prices go up. 

 Higher SOP-derived TP of SGD4.75. We apply a higher P/E of 16x to 

Wilmar’s upstream plantation earnings in FY20F (10x previously). We expect 

its share price to still be largely driven by the rerating of its oilseeds & grains 

business upon its China listing. 
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Share Performance (%)   

  YTD 1m 3m 6m 12m 

Absolute 19.9  0.5  3.0  13.3  16.9  

Relative 18.0  (1.4) 9.1  15.6  20.3  

52-wk Price low/high (SGD) 2.99 – 4.11 

 
 

 
Source: Bloomberg 

 

 

 

 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

Forecasts and Valuation Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover (USDm) 43,574  44,498  45,731  49,886  53,629  

Recurring net profit (USDm) 1,047  1,305  1,215  1,300  1,372  

Recurring net profit growth (%) 7.3  24.6  (6.9) 7.0  5.6  

Recurring P/E (x) 16.6  13.3  14.3  13.4  12.7  

P/BV (x) 1.1  1.1  1.0  1.0  0.9  

P/CF (x) 66.0  15.3  5.9  9.4  7.2  

Dividend Yield (%) 2.8  3.1  2.7  2.9  2.9  

EV/EBITDA (x) 16.8  14.9  13.7  12.8  11.8  

ROE (%) 7.5  7.2  7.2  7.4  7.4  

Net debt to equity (%) 105.7  124.5  103.4  93.7  80.4  

Interest coverage (x) 2.7  2.2  3.3  3.3  3.4  

      Source: Company data, RHB 
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Financial Exhibits 
 

Asia 

Singapore 

Agriculture 

Wilmar Intentaional 

WIL SP 

 

 

Valuation basis 

SOP. 
 

Key drivers 

i. China IPO; 
ii. Commodities prices; 
iii. Demand for downstream products 

 

 

Key risks 

i. Escalation of trade war; 
ii. Regulatory risks; 
iii. Trading losses. 

 

 

Company Profile 

Wilmar is an agribusiness company. Its three main 
commodities are palm oil, soybean and sugar. Its 
business activities include oil palm cultivation, 
oilseeds crushing, edible oils refining, sugar milling 
and refining and the production of downstream 
products including consumer-packed oil, rice, flour, 
specialty fats, oleochemicals and biodiesel.  

 

 

 
 

Financial summary  Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring EPS (USD) 0.17  0.21  0.19  0.21  0.22  

DPS (SGD) 0.08  0.08  0.07  0.08  0.08  

BVPS (USD) 2.53  2.54  2.65  2.78  2.92  

ROE (%) 7.49  7.19  7.23  7.39  7.44  

      

      
Valuation metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Recurring P/E (x)  16.6 13.3 14.3 13.4 12.7 

P/B (x) 1.1 1.1 1.0 1.0 0.9 

FCF Yield (%) -2.9 1.8 17.5 8.8 13.2 

Dividend yield (%) 2.8 2.8 2.7 2.9 2.9 

EV/EBITDA (x) 16.8 14.9 13.7 12.8 11.8 

EV/EBIT (x) 25.5 21.3 21.6 20.4 19.1 

      
Income statement (USDm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Total turnover 43,574 44,498 45,731 49,886 53,629 

Gross profit 3,767 4,395 4,070 4,490 4,809 

EBITDA (adj.) 2,118 2,572 2,618 2,735 2,826 

Depreciation & amortisation 725 777 961 1,020 1,078 

Operating profit 1,393 1,795 1,657 1,716 1,748 

Net interest  -253 -352 -384 -373 -367 

Pre-tax profit 1,563 1,617 1,656 1,781 1,868 

Taxation -282 -350 -331 -362 -379 

Net profit 1,280 1,268 1,325 1,420 1,489 

Recurring net profit 1,047 1,305 1,215 1,300 1,372 

      
Cash flow (USDm) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Change in working capital  -1,728 145 1,716 416 1,118 

Cash flow from operations 363 1,567 4,083 2,549 3,326 

Capex -879 -1,259 -1,000 -1,000 -1,000 

Cash flow from investing activities -854 -1,370 -1,132 -1,201 -1,201 

Dividends paid -320 -495 -471 -504 -508 

Cash flow from financing activities 918 29 -2,957 -975 -1,983 

Cash at beginning of period 1,185 1,455 1,650 1,645 2,018 

Net change in cash  427 226 -6 373 142 

Ending balance cash 1,455 1,650 1,645 2,018 2,160         

               

Balance sheet (USDM) Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F         

Total cash and equivalents 1,455 1,650 1,645 2,018 2,160         

Tangible fixed assets 9,478 10,008 10,147 10,229 10,253         

Total investments 3,428 3,715 4,087 4,616 5,192         

Total assets 40,933 44,866 43,666 44,268 43,846         

Short-term debt  16,130 17,821 17,000 16,500 15,000     

Total long-term debt  3,696 5,523 4,000 4,000 4,000 

Total liabilities 23,947 27,726 25,700 25,415 24,040 

Total equity 16,985 16,767 17,594 18,480 19,434 

Total liabilities & equity 40,933 44,493 43,293 43,895 43,473 

      
Key metrics Dec-17 Dec-18 Dec-19F Dec-20F Dec-21F 

Revenue growth (%) 5.2  2.1  2.8  9.1  7.5  

Recurrent EPS growth (%) 7.3  24.6  (7.0) 7.0  5.6  

Gross margin (%) 8.6  9.9  8.9  9.0  9.0  

Operating EBITDA margin (%) 5.0  5.9  5.7  5.5  5.3  

Net profit margin (%) 2.4  2.9  2.7  2.6  2.6  

Capex/sales (%) 2.0  2.8  2.2  2.0  1.9  

Interest cover (x) 2.7  2.2  3.3  3.3  3.4  
 
 

Source: Company data, RHB  
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Figure 1:  Our earnings assumptions remain unchanged 
  FY19F FY20F FY21F 

Tropical oils       

Revenue (USDm) 15,068 16,880 17,776 

Pretax earnings (USDm) 677 683 655 

Pretax margins (%) 4.5% 4.0% 3.7% 

        

CPO price assumption (USD/tonne) 530 585 610 

CPO price assumption (MYR/tonne) 2,200 2,400 2,500 

PK price assumption (USD/tonne) 313 378 378 

PK price assumption (MYR/tonne) 1300 1550 1550 

        

Processing pretax margin (%) 3.4% 2.7% 2.3% 

        

Oilseeds & grains       

Revenue (USDm) 15,068 16,880 17,776 

Pretax earnings (USDm) 471 564 631 

Pretax margins (%) 3.1% 3.3% 3.5% 

        

Sugar       

Revenue (USDm) 6,427 7,321 8,350 

Pretax earnings (USDm) 96 96 96 

Pretax margins (%) 1.5% 1.3% 1.1% 

 

Source: RHB   
 

 
 

 

 
 

 
 

Figure 2:  TP derivation   

New SOP valuation 
Value 

(USD m) Valuation basis 

Plantation business 2,967 16x FY20F P/E  

Palm manufacturing  2,425 
DCF: CoE 12.3%, Rf 5.9%, Beta 1.0, Rm 12.6%, TG 
0.0% 

Oilseeds & Grains 10,768 20x blended FY18-19F P/E 

Sugar 765 10x FY20F P/E 

Others 325 DCF: CoE 9.3%, Rf 3%, Beta 1.0, Rm 9.5%, TG 0% 

JV & Associates 4,616 1x P/BV 

SOP 21,866   

Value per share (USD) 3.46  

Exchange rate 1.38   

Value per share (SGD) 4.75   
 

Source: RHB   
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RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 

 
Investment Research Disclaimers 
RHB has issued this report for information purposes only. This report is intended for 
circulation amongst RHB and its affiliates’ clients generally or such persons as may be 
deemed eligible by RHB to receive this report and does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person 
who may receive this report.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 
investors should make their own informed decisions before relying on the same. 
 
This report is not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 
 
All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 

time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 

any liability for any direct, indirect or consequential losses, loss of profits and/or 
damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement of facts made in this report are 
accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to 
be reasonable and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 
recommended in this report may be unsuitable for an investor depending on the investor’s 
specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 

financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 
 
This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 
unknown risks, uncertainties and other factors which may cause the actual results, 

performance or achievement to be materially different from any future results, 

performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 
The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
convenience. The information and the content of the linked site do not in any way form 
part of this report. Accessing such website or following such link through the report or 
RHB website shall be at the recipient’s own risk. 
 

This report may contain information obtained from third parties. Third party content 
providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  

 
The research analysts responsible for the production of this report hereby certifies that 
the views expressed herein accurately and exclusively reflect his or her personal views 
and opinions about any and all of the issuers or securities analysed in this report and 
were prepared independently and autonomously. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 
Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 
 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 

or qualifications may apply based on geographical location of the person or entity 
receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 
This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 
is subject to change. If the Financial Services and Markets Act of the United Kingdom 
or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient therein are unaffected. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 
This report is issued and distributed in the Kingdom of Thailand by RHB Securities 

(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 
Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
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Indonesia 

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 
research does not constitute an offering document and it should not be construed as 
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 
This report is issued and distributed in Singapore by RHB Securities Singapore Pte 
Ltd which is a holder of a capital markets services licence and an exempt financial 
adviser regulated by the Monetary Authority of Singapore. RHB Securities Singapore 
Pte Ltd may distribute reports produced by its respective foreign entities, affiliates or 
other foreign research houses pursuant to an arrangement under Regulation 32C of 
the Financial Advisers Regulations. Where the report is distributed in Singapore to a 
person who is not an Accredited Investor, Expert Investor or an Institutional Investor, 
RHB Securities Singapore Pte Ltd accepts legal responsibility for the contents of the 

report to such persons only to the extent required by law. Singapore recipients should 
contact RHB Securities Singapore Pte Ltd in respect of any matter arising from or in 
connection with the report. 
 
Hong Kong 
This report is issued and distributed in Hong Kong by RHB Securities Hong Kong 

Limited (興業僑豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) which is licensed in 

Hong Kong by the Securities and Futures Commission for Type 1 (dealing in securities) 
and Type 4 (advising on securities) regulated activities. Any investors wishing to 
purchase or otherwise deal in the securities covered in this report should contact 
RHBSHK. RHBSHK is a wholly owned subsidiary of RHB Hong Kong Limited; for the 
purposes of disclosure under the Hong Kong jurisdiction herein, please note that RHB 
Hong Kong Limited with its affiliates (including but not limited to RHBSHK) will 
collectively be referred to as “RHBHK.”  RHBHK conducts a full-service, integrated 
investment banking, asset management, and brokerage business.  RHBHK does and 
seeks to do business with companies covered in its research reports.  As a result, 
investors should be aware that the firm may have a conflict of interest that could affect 
the objectivity of this research report.  Investors should consider this report as only a 
single factor in making their investment decision.  Importantly, please see the 
company-specific regulatory disclosures below for compliance with specific rules and 

regulations under the Hong Kong jurisdiction. Other than company-specific disclosures 
relating to RHBHK, this research report is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not 
be relied on as such. 
 
United States 

This report was prepared by RHB and is being distributed solely and directly to “major” 
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the 
“Exchange Act”). Accordingly, access to this report via Bursa Marketplace or any other 

Electronic Services Provider is not intended for any party other than “major” US 
institutional investors, nor shall be deemed as solicitation by RHB in any manner. RHB 
is not registered as a broker-dealer in the United States and does not offer brokerage 
services to U.S. persons.  Any order for the purchase or sale of the securities 
discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed 
with and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all 
other securities discussed herein must be placed with and through such other 
registered U.S. broker-dealer as appointed by RHB from time to time as required by 
the Exchange Act Rule 15a-6. This report is confidential and not intended for 
distribution to, or use by, persons other than the recipient and its employees, agents 
and advisors, as applicable. Additionally, where research is distributed via Electronic 
Service Provider, the analysts whose names appear in this report are not registered or 
qualified as research analysts in the United States and are not associated persons of 
Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by 
RHB from time to time and therefore may not be subject to any applicable restrictions 
under Financial Industry Regulatory Authority (“FINRA”) rules on communications with 
a subject company, public appearances and personal trading. Investing in any non-
U.S. securities or related financial instruments discussed in this research report may 
present certain risks. The securities of non-U.S. issuers may not be registered with, or 
be subject to the regulations of, the U.S. Securities and Exchange Commission. 
Information on non-U.S. securities or related financial instruments may be limited. 
Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in the United States. The financial instruments 
discussed in this report may not be suitable for all investors. Transactions in foreign 
markets may be subject to regulations that differ from or offer less protection than 
those in the United States. 
 
 
DISCLOSURE OF CONFLICTS OF INTEREST 
 
RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and 

associated companies, (“RHBIB Group”) form a diversified financial group, 
undertaking various investment banking activities which include, amongst others, 
underwriting, securities trading, market making and corporate finance advisory.  
 
As a result of the same, in the ordinary course of its business, any member of the 
RHBIB Group, may, from time to time, have business relationships with or hold 
positions in the securities (including capital market products) or perform and/or solicit 
investment, advisory or other services from any of the subject company(ies) covered 
in this research report. 
 

While the RHBIB Group will ensure that there are sufficient information barriers and 
internal controls in place where necessary, to prevent/manage any conflicts of interest 
to ensure the independence of this report, investors should also be aware that such 
conflict of interest may exist in view of the investment banking activities undertaken by 
the RHBIB Group as mentioned above and should exercise their own judgement 
before making any investment decisions. 

 
Malaysia 

Save as disclosed in the following link (RHB Research conflict disclosures – Sep 2019) 
and to the best of our knowledge, RHBIB hereby declares that: 
1. RHBIB does not have a financial interest in the securities or other capital market 

products of the subject company(ies) covered in this report. 
2. RHBIB is not a market maker in the securities or capital market products of the 

subject company(ies) covered in this report. 
3. None of RHBIB’s staff or associated person serve as a director or board 

member* of the subject company(ies) covered in this report 
*For the avoidance of doubt, the confirmation is only limited to the staff of 

research department 

4. Save as disclosed below, RHBIB did not receive compensation for investment 
banking or corporate finance services from the subject company in the past 12 
months. 

5. RHBIB did not receive compensation or benefit (including gift and special cost 
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the 
production of this report. 

 
Thailand 

RHB Securities (Thailand) PCL and/or its directors, officers, associates, connected 
parties and/or employees, may have, or have had, interests and/or commitments in 
the securities in subject company(ies) mentioned in this report or any securities related 
thereto. Further, RHB Securities (Thailand) PCL may have, or have had, business 
relationships with the subject company(ies) mentioned in this report. As a result, 
investors should exercise their own judgment carefully before making any investment 
decisions. 
 
Indonesia 

PT RHB Sekuritas Indonesia is not affiliated with the subject company(ies) covered in 
this report both directly or indirectly as per the definitions of affiliation above. Pursuant 

to the Capital Market Law (Law Number 8 Year 1995) and the supporting regulations 
thereof, what constitutes as affiliated parties are as follows:  
1. Familial relationship due to marriage or blood up to the second degree, both 

horizontally or vertically; 
2. Affiliation between parties to the employees, Directors or Commissioners of the 

parties concerned; 
3. Affiliation between 2 companies whereby one or more member of the Board of 

Directors or the Commissioners are the same; 
4. Affiliation between the Company and the parties, both directly or indirectly, 

controlling or being controlled by the Company; 
5. Affiliation between 2 companies which are controlled, directly or indirectly, by the 

same party; or 
6. Affiliation between the Company and the main Shareholders. 
 
PT RHB Sekuritas Indonesia is not an insider as defined in the Capital Market Law 
and the information contained in this report is not considered as insider information 
prohibited by law. Insider means: 
a. a commissioner, director or employee of an Issuer or Public Company; 
b. a substantial shareholder of an Issuer or Public Company; 
c. an individual, who because of his position or profession, or because of a 

business relationship with an Issuer or Public Company, has access to inside 
information; and 

d. an individual who within the last six months was a Person defined in letters a, b 
or c, above. 

 
Singapore 

Save as disclosed in the following link (RHB Research conflict disclosures – Sep 2019) 
and to the best of our knowledge, RHB Securities Singapore Pte Ltd hereby declares 
that: 
1. RHB Securities Singapore Pte Ltd, its subsidiaries and/or associated companies 

do not make a market in any issuer covered in this report. 
2. RHB Securities Singapore Pte Ltd, its subsidiaries and/or its associated 

companies and its analysts do not have a financial interest (including a 
shareholding of 1% or more) in the issuer covered in this report. 

3. RHB Securities, its staff or connected persons do not serve on the board or 
trustee positions of the issuer covered in this report. 

4. RHB Securities Singapore Pte Ltd, its subsidiaries and/or its associated 
companies do not have and have not within the last 12 months had any corporate 
finance advisory relationship with the issuer covered in this report or any other 
relationship that may create a potential conflict of interest. 

5. RHB Securities Singapore Pte Ltd, or person associated or connected to it do 

not have any interest in the acquisition or disposal of, the securities, specified 
securities based derivatives contracts or units in a collective investment scheme 
covered in this report. 

6. RHB Securities Singapore Pte Ltd and its analysts do not receive any 
compensation or benefit in connection with the production of this research report 
or recommendation. 

 
 
Hong Kong 
The following disclosures relate to relationships between RHBHK and companies 

covered by Research Department of RHBSHK and referred to in this research report: 

https://research.rhbtradesmart.com/attachments/68/rhb-report-rhbib-and-rhbs-conflict-of-interest-disclosures-sep-2019-760077210435231205d72153c2000e.pdf
https://research.rhbtradesmart.com/attachments/68/rhb-report-rhbib-and-rhbs-conflict-of-interest-disclosures-sep-2019-760077210435231205d72153c2000e.pdf
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RHBSHK hereby certifies that no part of RHBSHK analyst compensation was, is or will 
be, directly or indirectly, related to the specific recommendations or views expressed 
in this research report. 
 
RHBHK had an investment banking services client relationships during the past 12 
months with:  -. 
 
RHBHK has received compensation for investment banking services, during the past 
12 months from:  -. 
 
RHBHK managed/co-managed public offerings, in the past 12 months for:  -. 
 
On a principal basis. RHBHK has a position of over 1% market capitalization of:  -. 
 
 
Additionally, please note the following:  

 
Ownership and material conflicts of interest:  RHBSHK policy prohibits its analysts 

and associates reporting to analysts from owning securities of any company covered 
by the analyst.  
 
Analyst as officer or director: RHBSHK policy prohibits its analysts, and associates 

reporting to analysts from serving as an officer, director, advisory board member or 
employee of any company covered by the analyst.  
 
RHBHK salespeople, traders, and other non-research professionals may provide oral 

or written market commentary or trading strategies to RHB clients that reflect opinions 
that are contrary to the opinions expressed in this research report. 
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