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 • Upgrading CPO price.  We are raising our CPO price forecasts by 21% to US$600
per tonne for 2009 and by 12% to US$660 per tonne for 2010 to account for the 
persistent drought in major planting areas in South America, weaker-than-expected 
CPO production, lower import duties for edible oils in India and the higher-than-
expected CPO price in 1Q09. Our local CPO price estimates have also been raised 
by 22% to RM1,950 per tonne for 2009 and 13% to RM2,150 per tonne for 2010. 

• Raising target prices by 21-62%. We are raising our earnings forecasts for almost 
all the regional planters under our coverage by up to 95% after factoring in our new 
CPO price forecasts and lower operating costs. We are also adjusting upwards the
target prices for all the planters under our coverage by 21-62% to account for (1) the 
upgrade in our earnings estimates, and (2) a higher target forward P/E multiple in 
line with our recent upgrade in our target market P/Es across the region. Our 
strategists in Malaysia, Indonesia and Singapore have turned bullish on the equity 
market in these countries. 

• Five recommendation changes. In Malaysia, we are raising our call on Sime 
Darby to Trading Buy from Underperform. The stock is the cheapest among the big-
cap planters and is a big gainer from the change in the market benchmark to the
FBM KLCI on 6 July. In Singapore, we are upgrading our rating for Golden Agri to 
Trading Buy from Neutral due to its attractive valuations and strong liquidity. Our call 
on London Sumatra has also been raised to Outperform from Neutral. Astra Agro 
and Hap Seng Plantations have been upgraded to Neutral from Underperform.    

• Upgrading regional plantation sector to NEUTRAL. We are turning more positive 
on short-term CPO prices due to tighter inventories in key producing countries. 
Given the already tight global edible oil inventories and rising regulatory risks, the 
world cannot afford further crop losses from the major planting areas as it would 
aggravate the tight supply situation. We are also concerned about the potential 
advent of El Nino and the impact of another shortfall in soybean supplies in 2010 if 
the issue of Argentina’s high export tax on soybean is not resolved. This may 
worsen the already tight supply situation. In line with our more upbeat view on CPO 
price and regional equity markets, we are raising our call on the regional plantation 
sector to NEUTRAL from Underweight. Singapore planters are upgraded to 
Overweight, the Indonesian plantation sector is raised to Neutral while the 
Malaysian plantation sector remains an Underweight.    

  
Sector comparisons  

            Target  Core 3-yr EPS P/BV ROE Div  
 Bloomberg  Price price Mkt cap P/E (x) CAGR (x) (%) yield (%) 
 ticker Recom. (Local) (Local) (US$ m) CY2009 CY2010 (%) CY2009 CY2009 CY2009 
Sime Darby SIME MK TB 6.35 7.10 10,577 16.9 14.4 (7.5) 1.7 10.0 4.8 
IOI Corp IOI MK U 4.26 4.38 7,263 17.4 15.3 (3.2) 2.7 15.3 2.6 
KLK KLK MK U 11.20 9.70 3,314 17.9 18.0 (14.5) 2.2 9.9 3.2 
Asiatic ASP MK U 4.82 4.85 1,011 16.4 11.9 (6.2) 1.4 9.1 1.0 
Hap Seng Plant HAPL MK N 1.95 2.08 432 11.3 10.3 1.1 0.9 8.0 7.1 
Wilmar WIL SP O 3.41 4.20 14,556 14.8 12.9 (7.7) 1.4 9.8 1.6 
Golden Agri GGR SP TB 0.36 0.46 2,662 16.4 10.0 (17.3) 0.6 3.5 0.9 
Indofood Agri IFAR SP TB 0.80 1.26 791 10.1 7.8 (8.8) 1.0 10.2 0.0 
Astra Agro AALI IJ N 15,200 16,900 2,203 12.7 10.5 (4.4) 4.5 34.8 7.1 
Lonsum LSIP IJ O 4,350 5,020 546 10.5 8.3 (0.9) 1.7 16.1 0.0 
Sampoerna Agro SGRO IJ O 1,560 2,100 271 11.4 7.2 (4.3) 1.6 16.6 3.0 
Bakrie Plantation UNSP IJ U 425 430 148 13.5 7.2 (13.7) 0.6 6.8 1.8 
Simple average      14.1 11.2 (7.3) 1.7 12.5 2.8 

            

O = Outperform, N = Neutral, U = Underperform, TB = Trading Buy and TS =  Trading Sell 
Source: Company, CIMB/CIMB-GK Research 
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 CPO price review 
  

 CPO price performance so far. Spot CPO price has gained 21% to US$705
(RM2,500) per tonne YTD. It averaged US$584 (RM1,912) per tonne in the first three 
months of 2009, 45% lower than 1Q08’s average of RM3,466 per tonne but 19% 
higher than 4Q08’s average of RM1,606. 

  
 Figure 1:  CPO price performance since 1 Jan 2008  
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 Source: MPOB, CIMB/CIMB-GK Research,Oil World 

  
 How does it compare with our expectations? The price achieved so far is higher 

than our expectations due to:  
(1) Drought in South America. Current year soybean crops from Argentina and 
Brazil, which together accounted for 48% of 2008 global soybean output, have been 
sapped by persistent drought since the end of 2008 (see Figure 2). 
(2) Weaker palm oil output. In the first two months of 2009, AALI’s FFB production 
from Kalimantan fell 25%. Sime Darby reported a 17% decline in its FFB production in 
2M09. Assuming Sime Darby’s Malaysian production decline is in line with the 
industry of 5%, this suggests that its Indonesian production, which made up 32% of 
the group’s FY08 output, has fallen by more than 30%. Our conversations with 
industry players reveal that Kalimantan production was affected by erratic weather, 
logistic issues and quality of its fresh fruit bunches (FFB). Some areas in South 
Sumatera were also hit by heavier-than-usual rainfall which affected harvesting (see
Figures 3 and 4). 
(3) Lower import duties for palm oil in India. Between mid-Nov 08 and Mar 09, 
CPO enjoyed a 20% pricing advantage over soya oil in the price-conscious Indian 
edible oil market, thanks to the lower import duties imposed on palm oil. This, coupled 
with the large CPO price discount against soya oil in the international market, has led 
to a sharper-than-usual increase in demand for palm oil in India. Palm oil exports from 
Malaysia to India spiked up 353% yoy to 666,564 tonnes in Dec 08-Mar 09 and India’s 
share of Malaysian palm oil exports climbed to 12% from 4% a year ago (see Figures
4 and 5). In March 09, India’s edible oil imports rose 44.6% to 609,533 tonnes due to 
fears that the government might reintroduce an import duty on crude edible oils after 
elections. This has raised the inventories at the Indian ports to between 550,000 and 
600,000 tonnes, including more than 425,000 tonnes of palm oil. 
(4) Lower-than-expected soybean planting intention by US farmers. According to 
the USDA’s annual farmer intentions survey, US farmers will sow fewer acres with 
corn, soybeans and wheat this year. Soybean acreage will inch up 0.4% to a record
high of 76.024m acres from 75.718m acres a year ago, according to the report. The 
USDA’s soybean acreage forecast of 76m acres is a major positive surprise for the 
market as it is 4% below the average 79.11m acres estimated by analysts in a 
Bloomberg survey. This could mean that US farmers plan to plant less in marginal 
areas in the current year in view of the uncertain economy, concerns over global 
demand for soybean and rising input costs. 
While we expected 1Q09 CPO price to be strong due to the seasonal low production 
season, we had underestimated the strength of the rally. As it turned out, supply 
issues dominated the price movements in 1Q due to unfavourable weather and 
changes in government policy.  
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 Figure 2:  Oil World’s projection of soyabean output from South America 

 

m tonnes Global Mkt Share 2008 Dec 08E Jan 09E Feb 09E Apr 09E% chge from Dec 08
Brazil 27% 60.0 59.0 57.5 57.0 58.1  (1.5%)
Argentina 21% 46.2 49.5 44.0 42.5 40.0  (19.2%)
Paraguay 3% 6.8 6.0 4.5 4.6 4.2  (30.0%)
Boliv ia 1% 1.5 1.2 1.2 1.2 1.2  (4.2%)
Uruguay 0% 0.9 0.9 0.9 0.9 0.9 9.4%
Total 52% 115.4 116.6 108.0 106.1 104.4  (10.4%)  

 Source: Oil World, CIMB/CIMB-GK Research 

  
 Figure 3:  2M09 FFB production statistics from major plantation companies 

 FFB output (tonnes) Jan-Feb 08 Jan-Feb 09 % yoy
Sime Darby 1,685,919         1,408,217     (16.5%)
IOI Corp 578,298           532,065       (8.0%)
KL Kepong 447,033           420,496       (5.9%)
Asiatic 184,324           166,094       (9.9%)
Hap Seng Plantation 119,424           105,525       (11.6%)
Astra Agro 652,502           571,261       (12.5%)
Bakrie Sumatra 67,700             76,100         12.4%
Pen Malay sia 1,517,969         1,448,498     (4.6%)
East Malay sia 1,134,244         1,067,336     (5.9%)
Malay sia 2,652,213         2,515,834     (5.1%)  

 Source: Company, CIMB/CIMB-GK Research 

 
 Figure 4:  AALI’s monthly production fell yoy for six consecutive months since Sep 08 
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 Figure 5:  Palm oil enjoyed import duty advantage over soya oil in India for 3 months to Mar 09 

 

Import duty CPO Degummed soybean oil Soya oil over CPO
15-Feb-05 65% 45% 20%
28-Feb-05 80% 45% 35%
11-Aug-06 70% 45% 25%
01-Mar-07 60% 45% 15%
16-Apr-07 50% 45% 5%
25-Jul-07 45% 40% 5%
20-Mar-08 20% 40% -20%
01-Apr-08 0% 0% 0%
18-Nov -08 0% 20% -20%
19-Mar-09 0% 0% 0%  

 Source: SEASAF, CIMB/CIMB-GK Research  
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 Figure 6:  Malaysia’s CPO exports to India surged between Dec 08 and Mar 09 
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 Source: MPOB, CIMB/CIMB-GK Research  

  

 Raising CPO price forecasts 
  

 Upgrading CPO price. We are raising our CPO price forecasts by 21% to US$600
per tonne for 2009 and 12% to US$660 per tonne for 2010 to account for the 
persistent drought in major planting areas in South America, weaker-than-expected 
CPO production, lower import duties for edible oils in India and the higher-than-
expected CPO price in 1Q09. In line with a higher international CPO price outlook, we 
raised our local CPO price forecasts by 22% to RM1,950 per tonne for 2009 and by 
13% to RM2,150 per tonne for 2010. 

 

Figure 7:  Changes to our CPO price forecasts 
2008 2009 2009 % chge 2010 2010 % chge 2011

0ld New Old New New
CPO - cif (US$ tonne) 949                495        600        21% 590        660        12% 645       
CPO - fob (US$ tonne) 831                435        540        24% 530        600        13% 575       
Ex -rate (RM/US$) 3.34               3.65       3.60       -1% 3.65       3.60       -1% 3.65      
CPO - fob (RM/tonne) 2,773              1,600      1,950      22% 1,900      2,150      13% 2,100     
Transport cost 118                60          60          0% 60          60          0% 70         
Ex port tax 10% 0% 0.0% 0% 0.0% 0.0% 0% 0.0%
CPO - fob Indon 748                435        540        24% 530        600        13% 575       
IDR rate 9,705              11,500    11,500    0% 11,000    11,000    0% 11,000   
CPO - fob (IDR) 7,262              5,003      6,210      24% 5,830      6,600      13% 6,329     

 

Source: CIMB/CIMB-GK Research  

 
 Positive about short-term CPO price. Our short-term CPO price outlook has turned 

more positive due to the 20-month low for Malaysia’s palm oil stock level and the 
poorer-than-expected harvest in South America. The YTD shortfall in supply will lead 
to higher price volatility in the near term as the market is sensitive to newsflow on 
production prospects and exports. Over the next two to three months, the key 
newsflow to track is:  
(1) Argentina factor. In Argentina, the conflict between the farmers and the
government over export tax remains unresolved. Also, Argentina’s soybean crops may 
fall short of market expectations due to unfavourable weather conditions over the past 
few weeks.  
2) Palm oil data from Malaysia. Data on palm oil stocks in Malaysia come out on the 
10th of every month. This is the only official statistics available on palm oil as 
Indonesia does not release monthly data on palm oil stats. Based on our simulation 
exercise, palm oil inventories in Malaysia could decline further in April to 1.26m tonnes 
before recovering gradually.  
(3) Weather developments. Weather conditions in the major planting areas are 
another swing factor. Meteorological bodies NOAA and BOM see a possible return of 
El Nino though the risk is low at this juncture. If a severe El Nino occurs, it could affect 
FFB yields and boost CPO prices.  
(4) US farmers’ planting intentions. In view of the rising soybean prices and a more 
favourable soybean/corn price ratio, the market expects US farmers to raise their 
soybean plantings from the level reported on 31 March 2009.  
(5) Speculative fund flows. The CPO futures market is influenced to some extent by 
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speculative fund flows, as evidenced over the past two years.  A return of risk appetite 
and liquidity to the system on the back of tight supply fundamentals could cause 
prices to rally above the fundamental level again. However, this could cause equal 
pain on the downside, as seen in the sharp CPO price correction in 2H08. 
We predict that the first two factors are likely to be positive for CPO price, at least in 
the short term, while the fourth factor is a likely negative for price. We now believe that
2Q CPO price could hover between RM2,000 and RM2,500 per tonne. Depending on 
how all these factors pan out, CPO price could be in for a rollercoaster ride in 2Q.     

  
 Figure 8:  Inverse relationship between CPO price and CPO inventory 
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 But still projecting a decline in CPO price for 2H09.  We continue to see 

challenges for CPO price in 2H09 coming from :  
(1) Seasonally higher CPO production. Historically, 2H palm oil production made up 
52-57% of full-year production. In Malaysia, MPOB estimated that 2H09 will account 
for 55% of full-year production (see Figure 10). The recent sharp gains in CPO price 
have already attracted a supply response from farmers. We understand that selected 
plantation companies are reversing earlier plans to reduce fertiliser input. Replanting 
plans may also be pushed to the later part of the year in view of the higher CPO 
prices. 
(2) Higher-than-expected soybean planting by US farmers.  This is due to the 
improving soy/corn future price ratio as soybean prices surged 13.7% after the survey 
of farmers’ planting intentions in the first two weeks of March 2009 (see Figure 10). 
This may entice US farmers to plant more soybeans during the planting season in 
May-June 2009.   
(3) Lower edible oil import duties by India. It is widely expected that India will 
reinstate import duties on edible oils to protect local farmers after the election in May. 
This could sharply reduce the import of edible oils from India in 2H09 given the higher 
than usual edible oils stock in at the ports.   
(4) Demand destruction. The RM309 (14.3%) surge in CPO price to RM2,500 per 
tonne over the past two weeks may lead to demand destruction for both food and 
biodiesel usage. The global economy is currently in recession and consumers in 
general will be more price sensitive than during 2007-1H08 when the economies were
still in growth mode. Secondly, at the current price level, it is not economically viable 
to produce biodiesel even with government subsidies (see Figure 11). Apart from 
mandatory biofuel usage in selected countries, we expect consumers to cut back on 
voluntary biodiesel usage in view of its price premium over diesel. We also see 
potential challenges in introducing mandatory biodiesel usage in Malaysia and 
Indonesia in view of the rising subsidy costs for the government due to rising 
feedstock costs.    
(5) CPO price discount against soya oil back has narrowed. Also, the narrowing 
discount between CPO and soya oil could result in less switching by price-conscious 
consumers from the more-expensive soya oil to palm oil. To recap, CPO’s price 
discount against soya oil widened to US$455 per tonne in Sep 08 due to excess palm 
oil supply in the global market (see Figure 12). However, the discount gap has since 
been cut by US$335 per tonne to US$120 per tonne as price-sensitive consumers 
switched from the more expensive soya oil to palm oil.  
However, most of the impact from these factors will only become more evident to the 
market from May-June 2009 onwards. The actual US soybean planting report will be 
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released by the USDA on 30 June 2009 and final harvest will be in Oct-Nov 2009. We 
believe higher palm oil inventory data will only become more evident in June or July 
as palm trees hit their peak production season. Also, India may continue to import 
more than its usual amount of edible oils prior to an expected hike in India’s import 
duties after the election. Argentina is also heading for a general election in June and 
an amicable solution with the farmers may only be reached when the new government 
is in place.   

  
 Figure 9:  2H made up 52-57% of Malaysia’s full-year CPO production in 2005-08  

 

2005 2006 2007 2008 2009F
1Q 22.8% 20.4% 20.3% 22.1% 20.5%
2Q 25.1% 25.4% 22.0% 24.3% 24.4%
3Q 27.3% 28.5% 28.5% 26.7% 27.0%
4Q 24.7% 25.8% 29.2% 26.8% 28.1%
2009 projection based on MPOB's estimates  

 Source: CIMB/CIMB-GK Research, MPOB 

  
 Figure 10: Soybean/corn futures price ratio rising (x) 
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 Figure 11:  Widening price gap between CPO biodiesel breakeven and crude oil price 
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 Figure 12:  Historical CPO price discount/premium against soyaoil 
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 Major swing factors for our CPO price view. Our expectation of a weaker 2H09 

CPO price is based on the assumption of normal weather conditions in major planting 
areas and a resolution to the high export tax issue in Argentina. These two events will 
bring global edible oil inventories back to a comfortable level, sparking a decline in 
CPO price.  
In Argentina, an amicable solution between the farmers and government on the export 
tax for soybean has to be reached soon to spur plantings in 4Q2009. If this is not 
achieved by the end of this year and Argentina’s farmers cut back their soybean 
planting plans significantly due to poor income from the current year’s drought-
affected crops, it could help sustain the ongoing rally of edible oil prices on the back of 
further tightness in soybean oil supplies. In 2008, Argentina made up 51% of total 
global soya oil exports and 17% of global soya oil production.  
On the issue of weather, NASA recently warned of the possibility of the emergence of 
El Nino. Also, the Australian Meteorology Bureau recently said that the equatorial 
Pacific Ocean surface had warmed through March and that trade winds had begun to 
ease – the climatic conditions that ultimately may produce the El Nino weather 
phenomenon. However, there are currently only a small number of computer models 
predicting the development of El Nino conditions, which suggests the risk of an El 
Nino is low at this juncture. If this occurs, it may lead to mild or severe drought in 
Southeast Asia and crimp palm oil yields, which could delay the recovery of CPO 
production beyond 2H09.  
Lastly, the link between CPO and crude oil has been broken due to short-term 
tightness in edible oils. However, should crude oil rally above US$70 barrel, it could 
re-establish the linkage between the two variables at the current CPO price level. 
Impact of El Nino on CPO price. El Nino has historically led to severe rainfall deficits 
in the two largest palm oil producing regions, Malaysia and Indonesia.  This will hurt 
palm oil yields, leading to lower palm oil output. However, this will be more than offset 
by higher CPO price due to supply shortages. Traditionally, El Nino has a positive 
impact on CPO price but the exact impact will very much depend on the intensity and 
length of the El Nino event. The last El Nino came in 2H07, leading to severe drought 
in parts of Indonesia. El Nino typically lasts 9-12 months and occurs every 3-7 years.  

  
 Figure 13:  Historical CPO price movements during El Nino and La Nina episodes 
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 Valuation and recommendation 
  

 Changes to earnings forecasts. We are raising our earnings forecasts for almost all 
the regional planters under our coverage by up to 95% after factoring in our new CPO 
price forecasts and lower operating costs stemming from reduced fertiliser prices.
The upgrade is the biggest for purer palm oil players with a smaller earnings base in 
Singapore and Indonesia due to their higher earnings leverage to changes in CPO 
price compared with integrated players such as Wilmar. We have lowered our 
earnings projection for IOI Corp for FY09 as we had overestimated the CPO price 
achieved for its forward CPO sales.   
Raising target prices by 21-62% for all planters. We are adjusting upwards the 
target prices for all the planters under our coverage by 21-62% to account for (1) the 
upgrade in our earnings estimates, and (2) a higher target forward P/E multiple in line 
with our recent upgrade of our target market P/Es across the region. Our strategists in 
Malaysia, Indonesia and Singapore have turned bullish on the equity market in these 
countries. We recently raised our call on all the three markets from Neutral to 
Overweight. Across the region, we have upgraded our forward P/E multiples for 
planters by up to 3x. 
Five recommendation changes. We have made five changes to our 
recommendations in our plantation universe. In Malaysia, we are raising Sime Darby 
to Trading Buy from Underperform. The stock is the cheapest among the big-cap 
planters and is a big gainer in the shift towards FBM KLCI, which will replace KLCI on
6 July 2009. We estimate that Sime Darby’s weighting in the new index will be raised 
to 9.54% from 6.91%, a gain of 2.63% pts. We are also positive on Sime Darby as its 
foreign shareholding has come down from its 21.3% peak in March 2008 to 12.9% as 
at end-March 2009. Lastly, the group is keen on M&As which could boost its earnings 
prospects. In Singapore, we are upgrading our rating for Golden Agri to Trading Buy 
from Neutral due to its attractive valuations and strong liquidity. Our call on London 
Sumatra in Indonesia has also been raised to Outperform from Neutral due to its 
attractive valuations and our more positive view on the Indonesian market. We have 
also upgraded Astra Agro and Hap Seng Plantations to Neutral from Underperform. 
Upgrading regional plantation sector to Neutral. We are turning more positive on 
short-term CPO prices due to the tighter inventory held at key producing countries. 
Given the already tight global edible oil inventories and rising regulatory risks, the 
world cannot afford further crop losses from the major planting areas as it would 
aggravate the undersupply situation. We are also concern about the potential advent 
of El Nino and the impact of another shortfall in soybean supplies in 2010 if the issue 
on high soybean export tax in Argentina is not resolved. In line with our more upbeat 
view on CPO price and the regional equity markets, we are raising our weighting on 
the regional plantation sector to Neutral from Underweight.  
Raising Singapore plantations sector to Overweight. Following the upgrade of 
Golden Agri to Trading Buy, we are raising our call on the Singapore plantation sector 
to Overweight from Neutral. We like the Singapore planters for their size, liquidity, 
attractive valuations and growth prospects. Our preferred long-term pick in Singapore 
continues to be Wilmar as we expect the group’s refining profit margin to benefit in a 
volatile CPO price environment. Wilmar remains our top plantation pick in the region 
for its strong management and lower earnings sensitivity to CPO price relative to the 
pure planters in our universe. Furthermore, we believe the group is likely to emerge 
stronger from the current CPO price downswing and global credit crisis given its more 
efficient operations. We also like Wilmar for its dominant position in the global palm oil 
refining industry and oilseed crushing business in China and the recent increase in its 
free float. Golden Agri and Indo Agri are liquid plays on CPO price. We rate both 
stocks Trading Buys for exposure to CPO price. These two stocks are not outright
Outperforms given the risk of a CPO price decline in 2H09.   
Upgrade Indonesia’s plantation sector to Neutral. Indonesia is our second 
preferred destination for CPO plays due to their attractive valuations and limited liquid 
CPO plays in the domestic market. We upgrade the Indonesian plantation sector from 
Underweight to Neutral on the back of (1) a more favourable risk-return balance as 
some planters are trading below the 3-year weighted P/E average of 12.8x for the 
sector and below our target market P/E of 9.9x for FY10, (2) less downside risk for 
non-CPO divisions, and (3) expectations of a realignment of valuations as risk 
appetite improves. Our top pick in the Indonesian plantation sector is London 
Sumatera for its compelling valuations. Our next pick is Sampoerna Agro for the 
expected margin improvements in the next few quarters. We upgraded Astra Agro to 
Neutral from Underperform due to our more positive view on the market and CPO 
price. Bakrie Sumatera remains an Underperform due to risks relating to its financial 
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statements. 
Malaysia’s plantation sector remains an UNDERWEIGHT.  Malaysia’s big-cap 
planters are the most expensive in the region. However, their share prices remain
well-supported by local funds which are looking for exposure to CPO price. The shift in 
the market benchmark from KLCI to FBM KLCI on 6 July may trigger local fund 
managers to reposition their portfolios which are benchmarked to the index. In this 
scenario, we see Sime Darby as a big beneficiary due to its high and increased weight
in the new indices. The stock’s foreign shareholding has also declined significantly to 
only 12.9%. In view of this, we are raising our rating on Sime to Trading Buy from 
Underperform. Hap Seng Plantations have been upgraded to Neutral from 
Underperform as its share price looks well-supported at the current level by its 
dividend yield. Despite higher earnings projections and target prices, we continue to 
rate the remaining three Malaysian planters under our coverage as Underperforms 
due to their unattractive valuations.  

  

Figure 14:  Changes to earnings estimates 
FY09F FY09F FY10F FY10F

Bef Aft Bef Aft
EPS (reporting curr) FY End Curr FY09F FY09F Chge FY10F FY10F Chge
Asiatic Dev Dec sen 20.1 29.4 46% 33.3 40.4 21%
HS Plant Dec sen 12.9 17.3 34% 15.8 18.9 20%
IOI Corp Jun sen 24.5 22.4 -9% 22.3 25.8 16%
KL Kepong Sep sen 43.3 47.8 10% 50.0 62.0 24%
Sime Darby Jun sen 32.9 33.1 1% 31.9 42.2 32%
Average Curr 17% 23%
Golden Agri Dec S$cts 1.5 2.3 56% 3.2 3.8 21%
Indofood Agri Dec S$cts 4.1 8.1 98% 7.8 10.5 35%
Wilmar Int Dec S$cts 21.3 23.1 8% 24.5 26.6 9%
Average 54% 21%

Astra Agro Dec Rp 779     1,161           49% 1,162       1,408    21%
London Sumatra Dec Rp 232             393             69% 383  502       31%
Bakrie Sumatra Dec Rp 24               46               92% 51    72        41%
Sampoerna Plantations Dec Rp 109             149             37% 198  233       18%
Average 62% 28%

 

Source: Company, CIMB/CIMB-GK Research, Bloomberg 

  

Figure 15:  Changes to our target prices estimates and basis  

Currency Current Previous New Upside/ Basis of TP
Companies price TP TP (Downside)
Asiatic Dev RM/share 4.82 4.00 4.85 1% Based on CY10 P/E - 12x   (prev  12x )
IOI Corp RM/share 4.26 3.20 4.38 3% Based on CY10 P/E - 15x  (prev  13x ) 
KL Kepong RM/share 11.20 7.00 9.70 -13% Based on 10% dis to SOP, plant CY10 P/E of 15x  (prev  12x )
Hap Seng Plant RM/share 1.95 1.32 2.08 7% Based on CY10 P/E - 11x  (prev  9x ) 
Sime Darby RM/share 6.35 4.80 7.10 12% Based on 10% dis to SOP, plant CY10 P/E of 15x  (prev  12x )
Golden Agri SGD/share 0.36 0.33 0.46 30% Based on CY10 P/E - 12x  (from 10x ) 
Indofood Agri SGD/share 0.80 0.78 1.26 58% Based on CY10 P/E of 12x  (from 10x ) 
Wilmar Int SGD/share 3.41 3.68 4.20 23% Based on CY10 P/E of 16x  (prev  15x )
Astra Agro Rp/share 15,200     11,850      16,900      11% Based on CY10 P/E - 12x  (prev  10x )
London Sumatra Rp/share 4,350       3,100        5,020       15% Based on CY10 P/E - 10x   (prev  8x )
Bakrie Sumatra Rp/share 425          305           430          1% Based on CY10 P/E - 6x  (prev  6x )
Sampoerna Agro Rp/share 1,560       1,480        2,100       35% Based on CY10 P/E - 9x  (prev  8x )

 

Source: Company, CIMB/CIMB-GK Research, Bloomberg 
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Figure 16:  YTD Share price performance of plantation stocks under coverage   

Currency 1 Jan 2009 16 Apr 2009 YTD abs perf YTD rel to index 24M high Decline from 24M's high
Sime Darby RM 5.20            6.35            22% 13% 13.30 -52%
IOI Corp RM 3.56            4.26            20% 10% 8.55 -50%
KL Kepong RM 8.90            11.20           26% 16% 19.20 -42%
Asiatic RM 3.54            4.82            36% 27% 9.30 -48%
Hap Seng Plant RM 1.59            1.95            23% 13% 3.68 -47%
Wilmar S$ 2.79            3.41            22% 15% 5.64 -40%
Golden Agri S$ 0.24            0.36            51% 44% 1.15 -69%
Indofood Agri S$ 0.53            0.80            50% 43% 3.14 -75%
Astra Agro Rp 9,800           15,200         55% 35% 34,000       -55%
London Sumatra Rp 2,925           4,350           49% 29% 13,700       -68%
Bakrie Sumatra Rp 260             425             63% 44% 2,825        -85%
Sampoerna Agro Rp 1,190           1,560           31% 11% 4,850        -68%
FSSTI 1,762           1,892           7% 3,831        -51%
KLCI 877             961             10% 1,516        -37%
JCI 1,355           1,625           20% 2,830        -43%
CPO price RM/tonne 1,630           2,504           54% 4,203        -40%
CPO price USD/tonne 540             705             31% 1,395        -49%  

Source: Company, CIMB/CIMB-GK Research, Bloomberg 
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UNDERPERFORM Maintained Asiatic Development Bhd RM4.82 Target: RM4.85 

Short-term growth spurt for CPO price Mkt.Cap: RM3,648m/US$1,011m 
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Raising earnings forecasts. We are upping our earnings forecasts for Asiatic by 9-
46% to account for our new CPO price assumptions. Given that Asiatic sells almost all 
of its palm products in the spot market, the group is a prime beneficiary of an uptrend 
in CPO price. Following our earnings adjustments, we now expect it to post a 41% 
decline in its FY09 earnings before recording an earnings recovery in 2010 and 2011. 
 



[  12  ] 

Maintain UNDERPERFORM despite higher target price. In line with our earnings 
revisions, we are increasing our target price from RM4.00 to RM4.85. There is no 
change to our target forward P/E of 12x, which is based on a 10% discount to our 
revised target market P/E of 13.5x, as we had already made this adjustment in our 
earlier report. Despite the higher price objective, we continue to rate the stock an 
UNDERPERFORM due to its unattractive valuations. The main de-rating catalysts are 
lower CPO price, weaker crude oil price and disappointing earnings.  

 Financial summary  

 
 
 
 
 
 
 

Price chart  
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FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (RM m) 906.4 1,036.0 715.1 812.5 835.6 
EBITDA (RM m) 461.6 488.1 308.7 415.1 414.3 
EBITDA margins (%) 50.9% 47.1% 43.2% 51.1% 49.6% 
Pretax profit (RM m) 451.2 482.9 293.8 402.4 402.1 
Net profit (RM m)  344.1 373.3 222.2 305.8 307.6 
EPS (sen) 45.5 49.3 29.4 40.4 40.6 
EPS growth (%) 99.6% 8.4% (40.5%) 37.6% 0.6% 
P/E (x) 10.6 9.8 16.4 11.9 11.9 
Gross DPS (sen) 14.0 10.0 5.0 8.0 9.0 
Dividend yield (%) 2.9% 2.1% 1.0% 1.7% 1.9% 
P/BV (x) 1.7 1.6 1.4 1.3 1.2 
ROE (%) 18.0% 16.9% 9.1% 11.4% 10.5% 
Net cash per share (RM) 0.66 0.68 0.71 0.79 0.90 
P/FCFE (x) 11.2 27.4 215.3 34.7 26.5 
EV/EBITDA (x) 6.8 6.5 10.1 7.4 7.2 
% change in EPS estimates                   46% 21% 9% 
CIMB/Consensus (x)   0.90 1.00 0.81  

    

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Raising EPS forecasts. We are upgrading our EPS forecasts for Hap Seng 
Plantations by 4.5-34% to account for our new CPO price forecasts and lower fertiliser 
costs.  The company is expected to enjoy the recent rise in CPO price as it has sold 
forward only 15% of its current year’s estimated crop. However, we do not expect the 
group to post strong 1Q results as its reduced FFB output will offset the stronger CPO 
price. In the first three months, its FFB production fell 9% due to poor weather 
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conditions and biological tree stress.      
Upgrade to NEUTRAL with a higher target price of RM2.08.  We are raising our 
target price to RM2.08 from RM1.40 because of (1) our earnings upgrade, and (2) a 
rise in our target P/E multiple from 9x to 11x given our more bullish view on the 
market. In line with the higher target price and our more positive take on CPO price in 
the near term, we are upgrading our rating on Hap Seng Plantation to NEUTRAL from 
Underperform. The stock is partially supported by a dividend yield of 7-8% and its 
NTA of RM2.06 per share.  

 Financial summary  

 
 
 
 
 
 
 
 
 
 

Price chart  
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FYE Dec  2008 2009F 2010F 2011F 
Revenue (RM m)  429.4 384.5 401.4 397.6 
EBITDA (RM m)  199.6 208.3 225.8 222.3 
EBITDA margins (%)  46.5% 54.2% 56.2% 55.9% 
Pretax profit (RM m)  181.4 184.8 201.2 196.4 
Net profit (RM m)   142.7 138.6 150.9 147.3 
EPS (sen)  17.8 17.3 18.9 18.4 
EPS growth (%)  N/A (2.9%) 8.9% (2.4%) 
P/E (x)  10.9 11.3 10.3 10.6 
Core EPS (sen)  17.8 17.3 18.9 18.4 
Core EPS growth (%)  N/A (2.9%) 8.9% (2.4%) 
Core P/E (x)  10.9 11.3 10.3 10.6 
Gross DPS (sen)  13.5 13.9 15.1 14.7 
Dividend yield (%)  6.9% 7.1% 7.7% 7.6% 
P/BV (x)  0.9 0.9 0.9 0.9 
ROE (%)  17.3% 8.4% 8.9% 8.4% 
Net gearing (%)  2.9% 2.3% N/A N/A 
Net cash per share (RM)  N/A N/A 0.01 0.04 
P/FCFE (x)  (73.1) 10.0 11.3 15.3 
EV/EBITDA (x)  8.1 7.7 6.9 6.9 
% change in EPS estimates                   34% 19.6% 4.5% 
CIMB/Consensus (x)   0.91 1.18 0.90  

       

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Earnings revisions. We are pruning our earnings forecasts for FY09 by 9% as we 
have been too optimistic about the group’s forward sales position. We gather that it 
has sold 70% of its budgeted crops for the current financial year at RM2,800 per 
tonne, which is lower than our expectation of the sale of 85%. However, we are raising 
our FY10-11 earnings forecasts by 11-16% for our new CPO price projections.   
Maintain UNDERPERFORM but with a higher target price. Our target price rises 
from RM3.20 to RM4.38 because of (1) our earnings upgrade, and (2) an increase in 
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our target forward P/E from 13x to 16x due to our more bullish view on the equity 
market. Our new target P/E factors in a 20% premium to our target market P/E of 
13.5x in view of the good liquidity of its shares. However, the stock remains an 
UNDERPERFORM due to its unattractive valuations. The main downside catalysts 
are weaker CPO and crude oil prices.   

 Financial summary  

 
 
 
 
 
 
 
 
 
 
 

Price chart  

2.0

3.0

4.0

5.0

6.0

7.0

8.0

Apr-08 Sep-08 Feb-09
0.00

0.20

0.40

0.60

0.80

1.00

1.20

Volume 100m (R.H.Scale) IOI Corporation Bhd  

FYE Jun 2007 2008 2009F 2010F 2011F 
Revenue (RM m) 8,952.7 14,655.1 15,170.1 14,717.3 16,362.6 
EBITDA (RM m) 2,258.1 3,394.8 1,900.1 2,394.6 2,687.6 
EBITDA margins (%) 25.2% 23.2% 12.5% 16.3% 16.4% 
Pretax profit (RM m) 1,991.1 3,095.2 1,617.4 2,126.0 2,432.6 
Net profit (RM m)  1,482.1 2,231.6 1,182.0 1,606.7 1,815.2 
EPS (sen) 23.5 36.4 19.3 26.2 29.6 
EPS growth (%) 72.9% 54.8% (47.0%) 35.9% 13.0% 
P/E (x) 18.1 11.7 22.1 16.3 14.4 
Core EPS (sen) 19.9 32.1 22.7 26.2 29.6 
Core EPS growth (%) 64.9% 60.9% (29.1%) 15.2% 13.0% 
Core P/E (x) 21.4 13.3 18.7 16.3 14.4 
FD core EPS (sen) 19.9 32.0 22.4 25.8 29.0 
FD core P/E (x) 21.4 13.3 19.0 16.5 14.7 
Gross DPS (sen) 6.8 16.7 11.1 11.1 11.1 
Dividend yield (%) 1.6% 3.9% 2.6% 2.6% 2.6% 
P/BV (x) 3.4 3.1 2.9 2.6 2.3 
ROE (%) 21.5% 27.7% 13.6% 16.8% 16.9% 
Net gearing (%) 10.3% 32.7% 16.5% 9.7% 1.7% 
P/FCFE (x) 12.8 8.9 12.2 15.9 16.3 
EV/EBITDA (x) 12.5 8.3 14.0 10.9 9.4 
% change in EPS estimates                   (9%) 16% 11% 
CIMB/Consensus (x)   0.85 1.03 1.03  

    

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Upping earnings by 9-24%. We are upgrading our FY09-11 earnings forecasts by 9-
24% to account for our new CPO price assumptions. Following our earnings 
adjustment, we now expect KL Kepong to post an earnings decline of 51% in FY09 
before a CPO price uptick leads to an earnings recovery in FY10-11. 
Maintain UNDERPERFORM despite higher target price of RM9.70. Our target price 
has been upgraded to RM9.70 from RM7.00 to account for (1) our earnings upgrade; 
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and (2) a higher P/E multiple of 15x instead of 12x for its plantation division to reflect 
our more optimistic view on the equity market. We continue to base our target price on 
a 10% discount to its SOP value. Valuations are not attractive and we maintain our 
UNDERPERFORM rating on the de-rating catalysts of lower CPO and rubber prices.  

 Financial summary  
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FYE Sep 2007 2008 2009F 2010F 2011F 
Revenue (RM m) 5,067.6 7,855.3 6,339.1 6,649.9 6,996.4 
EBITDA (RM m) 1,043.0 1,652.4 965.4 1,134.1 1,136.6 
EBITDA margins (%) 20.6% 21.0% 15.2% 17.1% 16.2% 
Pretax profit (RM m) 886.5 1,445.7 741.5 900.5 919.8 
Net profit (RM m)  694.2 1,040.8 510.2 662.3 675.6 
EPS (sen) 65.0 97.5 47.8 62.0 63.3 
EPS growth (%) 59.3% 49.9% (51.0%) 29.8% 2.0% 
P/E (x) 17.2 11.5 23.4 18.1 17.7 
Core EPS (sen) 65.0 101.3 62.8 62.0 63.3 
Core EPS growth (%) 99.8% 55.8% (38.0%) (1.2%) 2.0% 
Core P/E (x) 17.2 11.1 17.8 18.1 17.7 
Gross DPS (sen) 49.9 77.2 34.4 39.5 44.6 
Dividend yield (%) 4.5% 6.9% 3.1% 3.5% 4.0% 
P/BV (x) 2.4 2.2 2.2 2.0 1.9 
ROE (%) 14.7% 19.9% 9.3% 11.7% 11.2% 
Net gearing (%) 11.1% 10.8% 6.9% 4.9% 2.2% 
P/FCFE (x) 38.4 11.3 (16.0) 21.4 11.2 
EV/EBITDA (x) 12.0 7.6 12.8 10.8 10.6 
% change in EPS estimates                   10% 24% 9% 
CIMB/Consensus (x)   0.77 0.93 0.87  

    

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 

 Figure 1:  Sum-of-parts valuation for KL Kepong 

 

.

Segments Stake Method Mkt value (RM'm) KLK's share (RMm)
Plantations 100.0% 2010 P/E of 15x 7,998.9                       7,998.9                        
Manufacturing 100.0% NBV 1,657.4                       1,657.4                        
Crabtree & Evelyn 100.0% Based on P/S of 1x 779.1                          779.1                           
Yule Catto 18.9% Market value 403.2                          76.2                             
Property 100.0% 1x NBV 351.3                          351.3                           
Associates 100.0% 1x NBV 258.0                          258.0                           
Investment & Cash 100.0% As at 31 Sep 2008 369.1                           
SOP value for KL Kepong 11,490.0                      
No of shares (m) 1,068.8                        
SOP per KLK share (RM) 10.75                           
10% discount to SOP (RM) (1.08)                            
Target price (RM) 9.68                              

 Source: Company, CIMB Research, 
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 QUICK TAKES

  17 April 2009 

CIMB Research Report  Syariah-compliant stock 

TRADING BUY Upgraded Sime Darby Bhd RM6.35 Target: RM7.10 

Short-term growth spurt for CPO price Mkt.Cap: RM38,160m/US$10,597m 
 Conglomerate  
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SIME MK / SIME.KL Ivy Ng Lee Fang CFA +60(3) 2084 9697 – ivy.ng@cimb.com       

 
 
 

 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Earnings revision. We are leaving our FY09 earnings forecasts unchanged as our 
CPO price upgrade is offset by lower-than-expected FFB yields achieved by its 
Indonesian estates. In the first two months of CY09, the group’s estates posted a 17% 
yoy decline in FFB production, which we understand resulted from erratic weather at 
its estates. However, we are upping our FY10-11 earnings numbers by 11-32% for our 
higher CPO price forecasts and lower fertiliser costs.  We learned that the group has 
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recently locked in its 2HFY6/09 fertiliser needs at prices that are 15% lower than in 
1H09. We remain hopeful that the group’s FFB yields will improve over time as yields 
at its Indonesian estates are currently below the industry average.   
Higher price objective. Our target price for Sime Darby has been raised from 
RM4.80 to RM7.10 to account for (1) our upward revision of its plantation earnings, (2) 
a higher forward P/E multiple of 15x (prev. 12x) for its plantation division in view of our 
recent upgrade of the Malaysian market, and (3) a lower RNAV discount of 20% (prev. 
50%) for its property division. We continue to tag a 10% discount to its SOP valuation 
to derive our target price.  
Upgrade to TRADING BUY. We are raising Sime Darby from Underperform to 
TRADING BUY for the following reasons: 
(1) The stock should be a big beneficiary of the change in the market benchmark from 
KLCI to FBM KLCI on 6 July. This shift may prompt local fund managers to reposition 
their portfolios which are benchmarked to the index. Sime Darby stands to gain 
because of its high and increased weight in the new index. Our preliminary 
calculations suggest that Sime Darby’s weighting in the new index will be raised to 
9.54% from 6.91%, a gain of 2.63% pts.  
(2) The stock’s foreign shareholding has declined significantly to only 12.9% from its 
peak of 21.3%.  
(3) Sime’s valuations are also less demanding than the other two major plantation 
stocks in Malaysia though its valuations are not compelling enough for an outperform 
recommendation. We believe the group offers good prospects for short-term gains 
due to the change in the market benchmark.  
(4) Potential M&A activities could boost Sime Darby earnings prospects 
(5) Ongoing GLC restructuring and possible new endeavours to enhance return of 
GLC-linked companies like Sime Darby. 
The main catalysts for the stock are (1) a shift in funds allocation to match the new 
market benchmark, (2) a better-than-expected performance from its non-plantation 
businesses, and (3) increased inflow of foreign funds into the Malaysian equity 
market.  

 Financial summary  
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FYE Jun 2007 2008 2009F 2010F 2011F 
Revenue (RM m) 28,230.2 34,044.7 28,960.7 29,905.0 31,871.0 
EBITDA (RM m) 3,696.7 5,935.5 3,696.0 4,460.4 4,867.7 
EBITDA margins (%) 13.1% 17.4% 12.8% 14.9% 15.3% 
Pretax profit (RM m) 3,572.2 5,206.4 2,886.5 3,558.7 3,886.0 
Net profit (RM m)  2,608.0 3,512.1 1,986.5 2,535.6 2,768.8 
EPS (sen) 43.8 58.4 33.1 42.2 46.1 
EPS growth (%) N/A 33.3% (43.4%) 27.6% 9.2% 
P/E (x) 14.5 10.9 19.2 15.0 13.8 
Core EPS (sen) 43.3 58.2 33.1 42.2 46.1 
Core EPS growth (%) N/A 34.3% (43.2%) 27.6% 9.2% 
Core P/E (x) 14.7 10.9 19.2 15.0 13.8 
Gross DPS (sen) 25.7 50.9 26.8 34.2 37.4 
Dividend yield (%) 4.0% 8.0% 4.2% 5.4% 5.9% 
P/BV (x) 2.0 1.8 1.7 1.6 1.6 
ROE (%) 27.0% 17.1% 9.0% 11.0% 11.5% 
Net cash per share (RM) 0.00 0.27 0.47 0.41 0.32 
P/FCFE (x) 11.7 14.3 64.4 91.3 52.9 
EV/EBITDA (x) 10.1 6.1 9.4 7.9 7.4 
% change in EPS estimates                   - 32% 11% 
CIMB/Consensus (x)   0.93 1.12 0.97  

    

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 
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 Figure 1:  Sum-of-parts valuation for Sime Darby 

 

Equity stake Fair value Sime Darby's 
Assets Valuation method (%) (RM m) stake (RM m)
Plantation Forw ard P/E of 15x 100 27,359           27,359                
Property  0.8x  P/RNAV 100 12,066           9,653                  
Heav y  Equipment Forw ard P/E of 14x 100 6,435             6,435                  
Motor Vehicles Forw ard P/E of 12x 100 1,451             1,451                  
Energy  business 1x  P/NBV 100 685                685                     
Others 1X P/BV 100 409                409                     
Cash As at 31 June 2008 5,994                  
Debts As at 31 June 2008 (4,829)                 
Total RNAV 47,157                
No. of shares (m) 6,009                  
SOP per share (RM) 7.85                    
Discount (RM) (0.78)                   
Target price (RM) 7.06                    . 

 Source: Company, CIMB Research, 
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TRADING BUY Upgraded Golden Agri-Resources Ltd S$0.36 Target: S$0.46 

Short-term growth spurt for CPO prices Mkt.Cap: S$3,987m/US$2,662m 
 Palm Oil & Rubber  
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm-oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to news flow on production 
and exports. Over the next 2-3 months, the key news flows to track are: 1) 
developments in Argentina’s crop prospects and farming policy; 2) palm-oil data from 
Malaysia; 3) weather developments; 4) US farmers’ planting intentions; and 5) 
speculative fund flows. We predict that the first two are likely to be positive for CPO, at 
least in the short term, while the fourth will likely be negative for prices. We now 
believe that 2Q09 CPO prices could hover at RM2,000-2,500/tonne. Depending on 
how all the above pans out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09, from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to Neutral from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible-oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate undersupply. We are also concerned about the potential advent 
of El Nino and another shortfall in soybean supplies in 2010 if the high soybean export 
tax in Argentina is not resolved. In line with our more upbeat view on CPO prices and 
regional equity markets, we are raising our weighting on the regional plantation sector 
to Neutral from Underweight.  (Please refer to our sector note for details).   

 
Valuation and recommendation  
Raising our FY09-10 EPS forecasts by 21-56%. We are upgrading our FY09-10 
EPS forecasts by 21-56% to account for higher CPO price assumptions. Our earnings 
revisions also take into account lower FFB yields and brought-forward fertiliser stock. 
We expect Golden Agri’s upcoming 1Q09 results to remain weak from lower FFB 
yields from its Kalimantan estates, forward sales positions as well as brought-forward 
fertiliser stock. Also, the group is unlikely to report further biological asset gains in 
view of the weak CPO prices in 1Q09. As such, we expect earnings to be stronger 
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only in 2H09.    
Upgrade to Trading Buy from Neutral; higher target price of S$0.46. We are 
raising our target price to S$0.46 from S$0.33 to account for: 1) our earnings upgrade; 
and 2) a higher target forward P/E of 12x vs. 10x previously. We have raised our 
target P/E to account for our positive short-term view on CPO prices as well as a more 
bullish view on equity markets. Yesterday, our strategist raised his weighting for the 
Singapore market to Overweight from Neutral. In line with our higher target price, we 
upgrade Golden Agri to Trading Buy from Neutral. The group is a beneficiary of higher 
CPO prices as about 90% of its earnings are derived from upstream plantations.   

 Financial summary  
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FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (US$ m) 1,872.6 2,985.9 2,437.9 2,770.9 2,903.4 
EBITDA (US$ m) 598.3 612.8 330.4 473.0 417.7 
EBITDA margins (%) 31.9% 20.5% 13.6% 17.1% 14.4% 
Pretax profit (US$ m) 1,802.9 1,947.1 234.9 374.9 315.4 
Net profit (US$ m)  1,164.8 1,382.4 161.9 266.1 223.8 
EPS (S cts) 17.7 21.0 2.3 3.8 3.2 
EPS growth (%) 126.3% 18.7% (88.9%) 64.4% (15.9%) 
P/E (x) 2.2 1.8 16.4 10.0 11.9 
Core EPS (S cts) 4.3 5.7 2.3 3.8 3.2 
Core EPS growth (%) 419.3% 31.8% (59.2%) 64.4% (15.9%) 
Core P/E (x) 8.9 6.7 16.4 10.0 11.9 
FD core EPS (S cts) 4.3 5.7 2.3 3.8 3.2 
FD core P/E (x) 8.9 6.7 16.4 10.0 11.9 
Gross DPS (S cts) 1.5 1.1 0.3 0.6 0.5 
Dividend yield (%) 3.8% 2.9% 0.9% 1.4% 1.2% 
P/BV (x) 0.7 0.5 0.6 0.5 0.5 
ROE (%) 46.5% 34.9% 3.5% 5.4% 4.4% 
Net gearing (%) 10.2% 8.8% 5.7% 3.7% 2.0% 
Net cash per share (S$) N/A N/A N/A N/A N/A 
P/FCFE (x) (5.4) 115.6 66.2 18.0 47.5 
EV/EBITDA (x) 4.9 5.0 9.2 6.3 6.9 
% change in EPS estimates                   56% 21% - 
CIMB/Consensus (x)   0.58 0.75 0.60  

    

Source: Bloomberg  Note: Per share data translated into listing currency at current fx spot rates, valuation methodology based on house forex forecasts 
Source: Company, CIMB-GK Research, Bloomberg 
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TRADING BUY Maintained Indofood Agri Resources S$0.80 Target: S$1.26 

Short-term growth spurt for CPO prices Mkt.Cap: S$1bn/US$796m 
 Palm Oil  
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm-oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to news flow on production 
and exports. Over the next 2-3 months, the key news flows to track are: 1) 
developments in Argentina’s crop prospects and farming policy; 2) palm-oil data from 
Malaysia; 3) weather developments; 4) US farmers’ planting intentions; and 5) 
speculative fund flows. We predict that the first two are likely to be positive for CPO, at 
least in the short term, while the fourth will likely be negative for prices. We now 
believe that 2Q09 CPO prices could hover at RM2,000-2,500/tonne. Depending on 
how all the above pans out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09, from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to Neutral from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible-oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate undersupply. We are also concerned about the potential advent 
of El Nino and another shortfall in soybean supplies in 2010 if the high soybean export 
tax in Argentina is not resolved. In line with our more upbeat view on CPO prices and 
regional equity markets, we are raising our weighting on the regional plantation sector 
to Neutral from Underweight.  (Please refer to our sector note for details).   

 
Valuation and recommendation  
Raising our FY09-11 EPS forecasts by 24-98%. We are upgrading our FY09-11 
EPS forecasts by 24-98% to account for higher new CPO price assumptions and 
higher earnings contributions from its 64.4%-owned plantation subsidiary, London 
Sumatra. Following our revisions, we now expect a 42% decline in its FY09 core net 
earnings before a recovery in 2010-11, led by higher CPO prices.  
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Maintain Trading Buy with higher target price of S$1.26.  We are raising our target 
price to S$1.26 from S$0.78 to account for: 1) our earnings upgrade; and 2) a higher 
target forward P/E of 12x, against 10x previously. We have raised our target P/E to 
account for our positive short-term view on CPO prices as well as a more bullish view 
on equity markets. Yesterday, our strategist raised his weighting for the Singapore 
market to Overweight from Neutral. Indofood Agri will be a beneficiary of higher CPO 
prices as it sells most of its CPO products on a spot basis and the recent improvement 
in prices will help ease concerns on the refinancing of its short-term debt. In the 
medium term, we also like the group for potential cost savings from its merger with 
London Sumatra. 

 Financial summary  

 
 
 
 
 
 
 
 
 
 
 

Price chart  

0.3

0.8

1.3

1.8

2.3

2.8

Apr-08 Sep-08 Feb-09
0.00

0.10

0.20

0.30

0.40

0.50

0.60

Volume 100m (R.H.Scale) Indofood Agri Resources  

FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (Rp bn) 6,505.6 11,840.5 10,080.0 11,190.5 11,386.3 
EBITDA (Rp bn) 1,529.2 3,087.6 2,391.4 2,762.1 2,910.9 
EBITDA margins (%) 23.5% 26.1% 23.7% 24.7% 25.6% 
Pretax profit (Rp bn) 1,489.2 1,519.1 1,765.4 2,119.8 2,272.0 
Net profit (Rp bn)  889.1 795.3 854.2 1,096.3 1,089.0 
EPS (S cts) 8.5 7.6 8.2 10.5 10.4 
EPS growth (%) (3.9%) (10.6%) 7.4% 28.4% (0.7%) 
P/E (x) 9.7 10.8 10.1 7.8 7.9 
Core EPS (S cts) 7.6 14.1 8.2 10.5 10.7 
Core EPS growth (%) 77.4% 85.7% (41.9%) 28.4% 1.6% 
Core P/E (x) 10.9 5.9 10.1 7.8 7.7 
FD core EPS (S cts) 7.6 14.1 8.2 10.5 10.7 
FD core P/E (x) 10.9 5.9 10.1 7.8 7.7 
Gross DPS (S cts) 0.0 0.0 0.0 0.7 0.7 
Dividend yield (%) 0.0% 0.0% 0.0% 0.9% 0.9% 
P/BV (x) 1.2 1.1 1.0 0.9 0.8 
ROE (%) 17.9% 10.5% 10.2% 11.8% 10.6% 
Net gearing (%) 37.1% 35.1% 42.6% 41.9% 34.1% 
Net cash per share (S$) N/A N/A N/A N/A N/A 
P/FCFE (x) (75.6) (26.6) (39.7) 44.6 8.4 
EV/EBITDA (x) 9.7 5.0 7.2 6.5 6.2 
% change in EPS estimates                   98% 35% 24% 
CIMB/Consensus (x)   1.05 1.04 0.92  

    

Source: Bloomberg  Note: Per share data translated into listing currency at current fx spot rates, valuation methodology based on house forex forecasts 
Source: Company, CIMB-GK Research, Bloomberg 
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OUTPERFORM Maintained Wilmar International Ltd S$3.41 Target: S$4.20 

Short-term growth spurt for CPO price Mkt.Cap: S$21,800m/US$14,556m 
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm-oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to news flow on production 
and exports. Over the next 2-3 months, the key news flows to track are: 1) 
developments in Argentina’s crop prospects and farming policy; 2) palm-oil data from 
Malaysia; 3) weather developments; 4) US farmers’ planting intentions; and 5) 
speculative fund flows. We predict that the first two are likely to be positive for CPO, at 
least in the short term, while the fourth will likely be negative for prices. We now 
believe that 2Q09 CPO prices could hover at RM2,000-2,500/tonne. Depending on 
how all the above pans out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09, from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to Neutral from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible-oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate undersupply. We are also concerned about the potential advent 
of El Nino and another shortfall in soybean supplies in 2010 if the high soybean export 
tax in Argentina is not resolved. In line with our more upbeat view on CPO prices and 
regional equity markets, we are raising our weighting on the regional plantation sector 
to Neutral from Underweight.  (Please refer to our sector note for details).   

 
Valuation and recommendation  
Raising earnings forecasts by 8-9% for FY09-11. We are upgrading our earnings 
forecasts for Wilmar by 8-9% for FY09-11 to account for our higher CPO price and 
processing margin assumptions. In a rising CPO price environment, Wilmar will be 
able to capture higher profit margins for its downstream business due to better selling 
prices and its superior market intelligence. Apart from that, its upstream business 
should record higher profits from higher selling prices for its products. Recent 
economic data indicates that China’s economy may have bottomed. This will be 
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positive for Wilmar as 50% of its earnings are linked to growth in China’s edible oils 
and grains market.  
Maintain Outperform with higher target price of S$4.20. We have raised our target 
price from S$3.68 to S$4.20 to account for our earnings upgrade and a higher target 
forward P/E of 16x, against 15x previously. Our higher P/E target for Wilmar places its 
valuation in line with our improved target for the Singapore equity market.  There is no 
change to our Outperform rating on Wilmar. We like the company for its strong 
management, solid business model and the recent improvement in its free float to 
17.7%, following a distribution of its holding company shares. 

 Financial summary  
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FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (US$ m) 16,466.2 29,145.2 18,127.7 21,201.0 23,845.4 
EBITDA (US$ m) 908.0 2,171.9 1,600.8 1,829.9 1,969.0 
EBITDA margins (%) 5.5% 7.5% 8.8% 8.6% 8.3% 
Pretax profit (US$ m) 829.8 1,789.3 1,337.7 1,575.0 1,697.1 
Net profit (US$ m)  580.4 1,531.0 982.8 1,130.2 1,202.2 
EPS (S cts) 19.2 35.9 23.1 26.5 28.2 
EPS growth (%) 183.6% 87.3% (35.8%) 15.0% 6.4% 
P/E (x) 17.8 9.5 14.8 12.9 12.1 
Core EPS (S cts) 14.2 35.9 23.1 26.5 28.2 
Core EPS growth (%) 123.1% 152.9% (35.8%) 15.0% 6.4% 
Core P/E (x) 24.0 9.5 14.8 12.9 12.1 
FD core EPS (S cts) 14.2 35.0 22.5 25.9 27.5 
FD core P/E (x) 24.0 9.7 15.2 13.2 12.4 
Gross DPS (S cts) 4.8 8.8 5.6 6.5 6.9 
Dividend yield (%) 1.4% 2.6% 1.6% 1.9% 2.0% 
P/BV (x) 1.9 1.5 1.4 1.3 1.2 
ROE (%) 13.8% 17.5% 9.8% 10.4% 10.2% 
Net gearing (%) 49.6% 23.6% 4.8% 1.6% N/A 
Net cash per share (S$) N/A N/A N/A N/A 0.06 
P/FCFE (x) (9.6) 21.9 7.1 (12.6) (19.3) 
EV/EBITDA (x) 15.7 7.4 9.0 7.7 7.0 
% change in EPS estimates                   8% 9% 9% 
CIMB/Consensus (x)   0.84 0.85 0.78  

    

Source: Bloomberg  Note: Per share data translated into listing currency at current fx spot rates, valuation methodology based on house forex forecasts 
Source: Company, CIMB-GK Research, Bloomberg 
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NEUTRAL Upgraded Astra Agro Lestari RP15,200 Target: Rp16,900 

Pricing in the upside Mkt.Cap: Rp23,936bn/US$2,217m 
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 Raising CPO price forecasts 
 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Upgrading EPS estimates by 21-49%. We upgrade our EPS forecasts by 21-49% for 
FY09-10 on the back of our CPO price upgrade. 
Upgrade to NEUTRAL. We upgrade AALI to NEUTRAL from Underperfom on the 
back our more upbeat view on market and CPO price. We upgrade our target price to 
Rp16,900 (from Rp11,500), now based on 12x CY10 earnings (previously 10x), in line 
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with the 3-year weighted average sector P/E of 12.8x and at 20% premium to our 
target market P/E of 9.9x.  AALI is trading at a 24-83% premium to its peers on PER 
basis and at 48-66% premium to its peers on EV/ha basis.  This is in contrast with the 
bull market condition, in which AALI is merely trading at 19-38% premium on EV/ha 
basis compared to its peers.  As we expect investors’ risk appetite to improve, other 
planters should catch up with AALI’s valuations. We advise a shift from AALI to LSIP 
and SGRO, as their valuations are more compelling.  We would look to collect AALI 
when its valuations are more attractive.  

 Financial summary 
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FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (Rp bn) 5,961 8,161 6,530 7,478 7,710 
EBITDA (Rp bn) 3,114 3,617 2,560 3,088 3,061 
EBITDA margins (%) 52.2% 44.3% 39.2% 41.3% 39.7% 
Pretax profit (Rp bn) 2,914 3,949 2,615 3,049 2,899 
Net profit (Rp bn)  1,973 2,631 1,828 2,218 2,111 
EPS (Rp) 1,253 1,671 1,161 1,408 1,340 
EPS growth (%) 150.7% 33.3% (30.5%) 21.3% (4.8%) 
P/E (x) 12.1 9.1 13.1 10.8 11.3 
Core EPS (Rp) 1,268 1,632 1,195 1,454 1,424 
Core EPS growth (%) 140.3% 28.7% (26.8%) 21.7% (2.1%) 
Core P/E (x) 12.0 9.3 12.7 10.5 10.7 
Gross DPS (Rp) 324 975 1,082 580 352 
Dividend yield (%) 2.1% 6.4% 7.1% 3.8% 2.3% 
P/BV (x) 5.9 4.6 4.5 3.6 2.9 
ROE (%) 58.0% 57.1% 34.8% 36.9% 28.4% 
Net gearing (%) N/A N/A N/A N/A N/A 
Net cash per share (Rp) 640 551 699 1,496 2,472 
P/FCFE (x) 22.9 14.1 12.1 10.8 11.3 
EV/EBITDA (x) 7.4 6.4 9.0 7.1 6.7 
% change in EPS estimates                   49% 21% N/A 
CIMB/Consensus (x)   1.21 1.21 0.95  

    

Source: Bloomberg  Source: Company, CIMB-GK Research, Bloomberg 

 Figure 1: AALI is trading at a much higher premium currently vs. the bull market 
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 Figure 2: AALI has started to trade at premium in Dec08 due to liquidity play 
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UNDERPERFORM Maintained Bakrie Sumatra Plantation RP425 Target: Rp430 

Weighed down by sentiments Mkt.Cap: Rp1,610bn/US$149m 
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Upgrading EPS estimates by 41-92%. We upgrade our earnings forecasts by 41-
92% for FY09-11 on the back of higher CPO price assumptions. 
Maintain UNDERPERFORM. We maintain UNDERPERFORM on UNSP with a higher 
target price of Rp430 (from Rp305) after our earnings upgrade, still based on 6x CY10 
earnings, as discount to AALI likely to remain post amendment of its financial 
statement. Despite the minor corrections, the amendments could be received 
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negatively by the market. Furthermore, at this juncture, LSIP’s valuations are more 
attractive with less earnings risk as its balance sheet is more robust (LSIP has net 
cash vs. UNSP’s net gearing of 60%). Until market perceptions improve or its discount 
to LSIP widens, we maintain our UNDERPERFORM on UNSP.   

 Financial summary  
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FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (Rp bn) 1,949 2,931 2,408 2,638 2,632 
EBITDA (Rp bn) 643 863 468 600 562 
EBITDA margins (%) 33.0% 29.4% 19.5% 22.7% 21.4% 
Pretax profit (Rp bn) 344 280 240 364 311 
Net profit (Rp bn)  206 174 173 273 233 
EPS (Rp) 54 46 46 72 61 
EPS growth (%) (16.2%) (15.9%) (0.5%) 58.3% (14.8%) 
P/E (x) 7.8 9.3 9.3 5.9 6.9 
Core EPS (Rp) 57 97 31 59 62 
Core EPS growth (%) (4.1%) 69.9% (67.4%) 88.0% 5.0% 
Core P/E (x) 7.5 4.4 13.5 7.2 6.8 
Gross DPS (Rp) 9 17 8 8 12 
Dividend yield (%) 2.1% 4.0% 1.8% 1.8% 2.9% 
P/BV (x) 0.7 0.7 0.6 0.6 0.5 
ROE (%) 13.6% 7.1% 6.8% 9.9% 7.8% 
Net gearing (%) 28.2% 60.5% 63.4% 51.6% 40.9% 
Net cash per share (Rp) N/A N/A N/A N/A N/A 
P/FCFE (x) (1.2) 28.2 33.5 8.6 4.2 
EV/EBITDA (x) 3.6 3.6 7.0 5.2 5.1 
% change in EPS estimates                   92% 41% 42% 
CIMB/Consensus (x)   1.26 1.07 0.89  

    

Source: Bloomberg  Source: Company, CIMB-GK Research, Bloomberg 
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OUTPERFORM Upgraded London Sumatera RP4,350 Target: Rp5,020 

Cream of the crop Mkt.Cap: Rp5,936bn/US$550m 
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  

= Increasing EPS estimates by 24-69% for FY09-11. We have raised our EPS 
estimates for LSIP by 24-69% for FY09-11 on higher CPO price forecasts.    
Improving prospects for its rubber and seedling businesses. We expect margins 
for its seedling and rubber businesses to rise in 2H09, as prices and volume should 
pick up in 2H09. With more buoyant CPO prices, planting should resume after an 
abrupt halt in 4Q08. In addition, we see improving prospects and limited downside 
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risks for rubber, as production cuts in the top-3 producing countries should take effect 
in 2H09.   
Upgrade to OUTPERFORM from Underperform; top pick for the sector.  LSIP is 
our top pick on the back of its valuations and improving prospects for its non-CPO 
businesses. It is trading at 8.7x P/E, still 12.5% below the target market PE and 19.7% 
below AALI. Furthermore, on an EV/ha basis, it is trading at US$5,430, at a 48% 
discount to AALI. Such valuations have not taken into account LSIP’s seedling 
businesses. As the risk appetite improves, we expect the discount to narrow in the 
short term. Hence, we upgrade LSIP to OUTPERFORM with a new target price of 
Rp5,020 (previously Rp3,100). Our new target is based on 10x CY10 earnings, on par 
with our new market target of 9.9x CY10 P/E, up from 8x previously.    

 Financial summary  
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FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (Rp bn) 2,930 3,846 3,163 3,496 3,806 
EBITDA (Rp bn) 1,093 1,443 968 1,111 1,329 
EBITDA margins (%) 37.3% 37.5% 30.6% 31.8% 34.9% 
Pretax profit (Rp bn) 835 1,327 744 913 1,148 
Net profit (Rp bn)  564 928 536 685 861 
EPS (Rp) 413 680 393 502 631 
EPS growth (%) 49.4% 64.5% (42.2%) 27.8% 25.7% 
P/E (x) 10.5 6.4 11.1 8.7 6.9 
Core EPS (Rp) 476 663 414 524 645 
Core EPS growth (%) 94.1% 39.2% (37.6%) 26.6% 23.0% 
Core P/E (x) 9.1 6.6 10.5 8.3 6.7 
FD core EPS (Rp) 476 663 414 524 645 
FD core P/E (x) 9.1 6.6 10.5 8.3 6.7 
Gross DPS (Rp) 60 0 0 204 118 
Dividend yield (%) 1.4% 0.0% 0.0% 4.7% 2.7% 
P/BV (x) 2.6 1.9 1.7 1.5 1.3 
ROE (%) 30.8% 33.7% 16.1% 18.4% 20.0% 
Net gearing (%) 10.4% N/A N/A N/A N/A 
Net cash per share (Rp) N/A 71 168 513 965 
P/FCFE (x) (57.0) 30.9 34.8 15.6 10.1 
EV/EBITDA (x) 5.7 4.0 5.9 4.7 3.5 
% change in EPS estimates                   69% 31% 24% 
CIMB/Consensus (x)   1.07 1.20 1.07  

    

Source: Bloomberg  Source: Company, CIMB-GK Research, Bloomberg 

 
 Figure 1: LSIP is trading at 48% discount to AALI on EV/ha basis versus 19% discount on bull market 
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 Figure 2: AALI has started to trade at premium in Dec08 due to liquidity play 
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OUTPERFORM Maintained Sampoerna Agro RP1,560 Target: Rp2,100 

Compelling valuations Mkt.Cap: Rp2,948bn/US$273m 
 Palm Oil & Rubber  
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 Raising CPO price forecasts 
Upgrading price forecasts. We are raising our CPO price forecasts by 21% to 
US$600/tonne for 2009 and 12% to US$660 for 2010 to account for the persistent 
drought in major planting areas in South America, weaker-than-expected CPO 
production, lower import duties for edible oils in India and higher-than-expected CPO 
prices in 1Q09. In line with a higher international CPO price outlook, we raise our local 
CPO price forecasts by 22% to RM1,950/tonne for 2009 and 13% to RM2,150 for 
2010. 
Positive about short-term prices. Our short-term CPO price outlook has turned 
more positive due to a 20-month low in Malaysia’s palm oil stock and a poorer-than-
expected harvest in South America. The YTD shortfall in supply could lead to higher 
price volatility in the near term as the market is sensitive to newsflow on production 
and exports. Over the next 2-3 months, the key newsflow to track is: 1) developments 
in Argentina’s crop prospects and farming policy; 2) palm oil data from Malaysia; 3) 
weather developments; 4) US farmers’ planting intentions; and 5) speculative fund 
flows. We predict that the first two are likely to be positive for CPO, at least in the 
short term, while the fourth is likely to be negative for prices. We now believe that 
2Q09 CPO prices could range from RM2,000 to RM2,500/tonne. Depending on how 
all the above factors pan out, CPO prices could be in for a rollercoaster ride in 2Q09.  
Still projecting a decline for 2H09. We continue to see challenges for CPO prices in 
2H09 from: 1) seasonally higher CPO production; 2) higher-than-expected soybean 
planting by US farmers; 3) lower edible oil import duties by India; 4) demand 
contraction from higher prices; 5) a narrowing price discount between CPO and soya 
oil. However, the bigger part of the impact should only be felt from May-Jun 09 
onwards. Actual US soybean planting reports will be released by the USDA on 30 Jun 
09 and the final harvest, in Oct-Nov 09. We believe that higher palm-oil inventories will 
only become more evident in June or July as palm trees hit their peak production 
season. Also, India may continue to import more than its usual amount of edible oils 
prior to an expected hike in its import duties after elections. Argentina is also heading 
for a general election in June and an amicable solution with farmers may only be 
reached when a new government is in place.   
Upgrading regional plantation sector to NEUTRAL from Underweight. We are 
turning more positive on short-term CPO prices due to tighter inventories held in key 
producing countries. Given already tight global edible oil inventories and rising 
regulatory risks, the world cannot afford further crop losses in major planting areas as 
this would aggravate the undersupply. We are also concerned about the potential 
advent of El Nino and another shortfall in soybean supplies in 2010 if the high 
soybean export tax in Argentina is not resolved. In line with our more upbeat view on 
CPO prices and regional equity markets, we are raising our weighting on the regional 
plantation sector to NEUTRAL from Underweight (please refer to our sector note for 
details).   

 
Valuation and recommendation  
Upgrading EPS forecasts by 5-37%. We have raised our EPS forecasts by 5-37% 
for FY09-11 on the back of higher CPO price assumptions. We have factored in a 
Rp21.1.bn gain from the sale of its treasury stock in Apr 09, which should be booked 
in 2Q09. 
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Maintain OUTPERFORM. We maintain OUTPERFORM on SGRO with a higher 
target price of Rp 2,100 (from Rp1,480) on the back of receding margin pressure, a 
young tree profile and attractive valuations. Our new target is based on 9x CY10 
earnings (from 8x). With a more stable CPO market, we expect margins to rise in the 
next few quarters. In addition, with a young tree profile (9.5 years old vs. AALI’s 14 
years and LSIP’s 11 years), FFB production should improve by 10-12% p.a. vs. flat 
production for AALI. Its discount to AALI should narrow as the market’s risk appetite 
improves. The stock is trading at a 66% discount to AALI on EV/ha basis vs. a bull-
market discount of 20%.   

 Financial summary  

 
 
 
 
 
 
 
 
 
 
 

Price chart  
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FYE Dec 2007 2008 2009F 2010F 2011F 
Revenue (Rp bn) 1,599 2,288 1,858 2,307 2,433 
EBITDA (Rp bn) 483 697 449 680 648 
EBITDA margins (%) 30.2% 30.4% 24.2% 29.5% 26.6% 
Pretax profit (Rp bn) 312 632 398 597 552 
Net profit (Rp bn)  215 440 281 441 407 
EPS (Rp) 179 233 149 233 216 
EPS growth (%) (17.9%) 30.2% (36.1%) 57.0% (7.7%) 
P/E (x) 8.7 6.7 10.5 6.7 7.2 
Core EPS (Rp) 198 230 137 218 201 
Core EPS growth (%) (10.5%) 16.2% (40.5%) 59.3% (7.7%) 
Core P/E (x) 7.9 6.8 11.4 7.2 7.8 
FD core EPS (Rp) 198 230 137 218 201 
FD core P/E (x) 7.9 6.8 11.4 7.2 7.8 
Gross DPS (Rp) 0 147 47 30 47 
Dividend yield (%) 0.0% 9.4% 3.0% 1.9% 3.0% 
P/BV (x) 2.0 1.9 1.6 1.3 1.2 
ROE (%) 22.9% 29.1% 16.6% 21.9% 17.2% 
Net gearing (%) N/A N/A N/A N/A N/A 
Net cash per share (Rp) 128 225 147 297 460 
P/FCFE (x) 4.4 8.5 (16.7) 9.7 8.2 
EV/EBITDA (x) 3.4 3.7 6.0 3.6 3.3 
% change in EPS estimates                   37% 18% 5% 
CIMB/Consensus (x)   1.18 1.35 1.11  

    

Source: Bloomberg  Source: Company, CIMB-GK Research, Bloomberg 

 Figure 2: SGRO is trading at 66% discount to AALI on EV/ha basis versus 20% discount on bull market 
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 Figure 3: AALI has started to trade at premium in Dec08 due to liquidity play 
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DISCLAIMER 
 
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 law or regulation. 
By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and 
agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to comply with these limitations may 
constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, 
photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, 
for any purpose without the prior written consent of CIMB. 
CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of the company(ies) 
covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. 
Further, CIMB, its affiliates and its related companies do and seek to do business with the company(ies) covered in this research report and may from time to time act as 
market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and 
may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such 
investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately reflect the personal views of the analyst(s) 
about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation, incentive or bonus 
based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company. However, the analyst(s) may receive 
compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the 
research personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this research 
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is, 
subject to the duties of confidentiality, available on request. 
The term “CIMB” shall denote where applicable the relevant entity distributing the report in that particular jurisdiction where mentioned specifically below shall be a CIMB 
Group Sdn Bhd’s affiliates, subsidiaries and related companies. 
 

(i) As of  17 April 2009, CIMB  has a proprietary position in the following securities in this report: 
(a) Sime Darby, Sime Darby CW, IOI Corp, IOI Corp CW, KL Kepong, KL Kepong CW, Asiatic Development, Wilmar International, Golden Agri, Indofood Agri.  

 
(ii) As of 17 April 2009, the analyst, Ivy Ng who prepared this report, has an interest in the securities in the following company or companies covered or recommended 

in this report: 
(a) -. 

 

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. This report does not purport 
to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any guarantee, representation or warranty, express or 
implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report and accordingly, neither CIMB 
nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or 
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. 
This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’ clients generally 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. The 
information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, 
related investments or other financial instruments thereof. 
Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment objectives, 
financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before 
participating in any transaction in respect of the securities of company(ies) covered in this research report. The securities of such company(ies) may not be eligible for 
sale in all jurisdictions or to all categories of investors. 
Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB-GK Research Pte. Ltd. (“CIMB-GK”) and CIMB-GK notifies each 
recipient and each recipient acknowledges that CIMB-GK is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 
2001 (Cwlth) in respect of financial services provided to the recipient. CIMB-GK is regulated by the Monetary Authority of Singapore under the laws of Singapore, which 
differ from Australian laws. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001 (Cwlth)) 
and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. This research has been prepared without 
taking into account the objectives, financial situation or needs of the individual recipient. 
France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to subscribe to, or 
used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is not intended as a solicitation for 
the purchase of any financial instrument. 
Hong Kong: This report is issued and distributed in Hong Kong by CIMB-GK Securities (HK) Limited (“CGHK”) which is licensed in Hong Kong by the Securities and 
Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) activities. Any investors wishing to 
purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB-GK Securities (HK) Limited. The views and opinions in this 
research report are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the 
Financial Services Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CGHK has no obligation to update its opinion or the 
information in this research report. 
This publication is strictly confidential and is for private circulation only to clients of CGHK. This publication is being supplied to you strictly on the basis that it will remain 
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on, directly 
or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CGHK. Unless permitted to do so by the securities laws of Hong 
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or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB. 
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As of 17 April 2009 CIMB-GK Research Pte Ltd does not have a proprietary position in the recommended securities in this report. 
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RECOMMENDATION FRAMEWORK #1* 
 

STOCK RECOMMENDATIONS   SECTOR RECOMMENDATIONS 
OUTPERFORM: The stock's total return is expected to exceed a relevant 
benchmark's total return by 5% or more over the next 12 months. 

  OVERWEIGHT: The industry, as defined by the analyst's coverage universe, is 
expected to outperform the relevant primary market index over the next 12 
months. 

NEUTRAL: The stock's total return is expected to be within +/-5% of a relevant 
benchmark's total return. 

  NEUTRAL: The industry, as defined by the analyst's coverage universe, is 
expected to perform in line with the relevant primary market index over the next 
12 months. 

UNDERPERFORM: The stock's total return is expected to be below a relevant 
benchmark's total return by 5% or more over the next 12 months. 

  UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, 
is expected to underperform the relevant primary market index over the next 12 
months. 

TRADING BUY: The stock's total return is expected to exceed a relevant 
benchmark's total return by 5% or more over the next 3 months. 

  TRADING BUY: The industry, as defined by the analyst's coverage universe, is 
expected to outperform the relevant primary market index over the next 3 
months. 

TRADING SELL: The stock's total return is expected to be below a relevant 
benchmark's total return by 5% or more over the next 3 months. 

  TRADING SELL: The industry, as defined by the analyst's coverage universe, 
is expected to underperform the relevant primary market index over the next 3 
months. 

 
 

* This framework only applies to stocks listed on the Singapore Stock Exchange, Bursa Malaysia, Stock Exchange of Thailand and Jakarta Stock Exchange. Occasionally, it is permitted for the total expected returns to be 
temporarily outside the prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.   

 
CIMB-GK Research Pte Ltd  (Co. Reg. No. 198701620M)  
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RECOMMENDATION FRAMEWORK #2 ** 
 

STOCK RECOMMENDATIONS   SECTOR RECOMMENDATIONS 
OUTPERFORM: Expected positive total returns of 15% or more over the next 
12 months. 

  OVERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of +15% or 
better over the next 12 months. 

NEUTRAL: Expected total returns of between -15% and +15% over the next 
12 months. 

  NEUTRAL: The industry, as defined by the analyst's coverage universe, has 
either (i) an equal number of stocks that are expected to have total returns of 
+15% (or better) or -15% (or worse), or (ii) stocks that are predominantly 
expected to have total returns that will range from +15% to -15%; both over the 
next 12 months. 

UNDERPERFORM: Expected negative total returns of 15% or more over the 
next 12 months. 

  UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of -15% or 
worse over the next 12 months. 

TRADING BUY: Expected positive total returns of 15% or more over the next 3 
months. 

  TRADING BUY: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of +15% or 
better over the next 3 months. 

TRADING SELL: Expected negative total returns of 15% or more over the next 
3 months. 

  TRADING SELL: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of -15% or 
worse over the next 3 months. 

 
 

** This framework only applies to stocks listed on the Hong Kong Stock Exchange and China listings on the Singapore Stock Exchange. Occasionally, it is permitted for the total expected returns to be temporarily outside the 
prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.   

 
 
 
 
 


