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 • Staying NEUTRAL despite bigger stockpile. Malaysia’s palm oil stock figures 
for end-Sep 09 topped both our and market estimates, which is slightly negative 
for the sector. However, we are keeping our CPO price forecasts as the RM2,234 
average achieved in 9M09 is in line with expectations. If concern over the rising 
stockpiles sparks a correction of CPO price and planters’ share prices, investors 
should snap up the opportunity to pick up selected plantation stocks ahead of a 
recovery in CPO price, potentially in Dec 09. We remain NEUTRAL on the 
Malaysian plantation sector and continue to prefer the Singapore planters for their 
more attractive valuations. Our picks in the region remain Sime Darby, Indofood 
Agri, Golden Agri, Astra Agro and Sampoerna Agro. In Malaysia, Sime Darby 
continues to be our top pick due to its improved transparency, potential yield 
enhancement for its estates and earnings-accretive M&As 

• Rising stockpile above expectations. Malaysia’s palm oil stocks as at end-Sep 
climbed 12% mom to an eight-month high of 1.58m tonnes, above market 
expectations of 1.52m-1.56m tonnes and our forecast of 1.5m tonnes. This is 
slightly negative for the sector as the rise in inventories will limit CPO price upside 
in the medium term. This is not helped by our estimate of a 9% mom rise in CPO 
stocks to around 1.72m tonnes by end-Oct.  

• CPO price projections unchanged for now. We expect CPO price to trade 
between RM2,000 and RM2,400 per tonne in the short term, with the key swing 
factors being crude oil price, progress of the US soybean harvest and El Nino 
weather developments. We are keeping our CPO price forecasts of RM2,280 per 
tonne for 2009 and RM2,250 for 2010 as the RM2,234 average achieved in 9M09 
is in line with expectations.  

• Only four stocks outdid the market by at least 5% in 3Q. Of the 12 companies 
in our universe, only Malaysia’s Sime Darby, Singapore-listed Wilmar and 
Indofood Agri and Indonesia’s London Sumatra outperformed their respective 
markets by more than 5% in 3Q. This is in keeping with our top picks for the 
sector during that period. 

• Raising target prices by up to 12% as we roll target prices forward. There is 
no change to our earnings forecasts as our CPO price projections are intact. 
However, with the exception of Genting Plantation, we have upped by 2-12% our 
target prices for all the Malaysian planters as we roll them a year forward to end-
2010.  

  

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 8.63 10.30 15,250 20.0 17.7 17.4 2.3 11.9 3.4 

IOI Corp IOI MK N 5.26 5.75 
 

9,696 20.0 17.2 11.9 3.7 16.4 2.0 

KLK KLK MK U 14.08 13.80 4,420 22.2 19.7 (13.8) 2.6 12.0 2.5 

Genting Plantations GENP MK U 6.10 6.00 1,359 17.6 14.5 (7.0) 1.8 10.7 1.3 

Hap Seng Plant HAPL MK N 2.31 2.50 543 13.5 11.4 1.1 1.1 10.5 5.9 

Wilmar WIL SP O 6.45 5.80 29,186 23.7 21.9 (1.8) 2.8 12.2 1.0 

Golden Agri GGR SP TB 0.45 0.56 3,913 20.1 13.3 (15.0) 0.8 3.8 0.7 

Indofood Agri IFAR SP TB 1.72 2.20 1,759 11.0 12.1 (2.8) 1.8 17.5 0.0 

Astra Agro AALI IJ O 21,150 21,700 3,513 16.0 14.2 (5.2) 5.2 34.9 2.4 

Lonsum LSIP IJ N 7,850 7,900 1,130 17.6 14.7 (0.8) 3.1 17.4 0.0 

Sampoerna Agro SGRO IJ O 2,075 1,940 414 14.9 11.3 (15.9) 2.2 16.1 2.2 

Bakrie Plantation UNSP IJ N 840 800 336 14.0 12.7 (13.2) 1.2 7.9 0.9 

Simple average 
   

  17.5 15.1 (3.8) 2.4 14.3 1.9 
            

O = Outperform, N = Neutral, U = Underperform, TB = Trading Buy and TS =  Trading Sell 
Source: Company, CIMB Research 
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 MPOB stats for September 2009 
  

 Higher stockpile above expectations. Malaysia’s palm oil stocks rose mom for the 
second consecutive month to an eight-month high of 1.58m tonnes as at end-Sep due 
to higher imports and production. However, inventories were still 19% lower yoy as 
exports exceeded domestic production. The end-Sep stock level of 1.58m tonnes was 
above market expectations of 1.52m-1.56m tonnes and our forecast of 1.5m tonnes. 
We believe the key variances were higher production and imports as well as weaker 
exports. These statistics are slightly negative as the rise in inventories will limit CPO 
price upside in the medium term.  

  

 Figure 1:  Malaysia’s palm oil statistics for Sep 09 (‘000 tonnes) 

 

Sep Sep Aug Aug Sep

09 08 09 08 mom yoy

Opening stock 1,416 1,849 1,328 1,977 6.6%  (23.4%)

Production 1,557 1,579 1,495 1,600 4.2%  (1.4%)

- Pen Malaysia 870 877 889 927  (2.2%)  (0.8%)

- East Malaysia 687 703 606 673 13.5%  (2.2%)

Imports 118 30 98 18 21.0% 299.7%

Exports 1,312 1,297 1,316 1,468  (0.3%) 1.2%

Dom Disapp 201 210 189 279 6.4%  (4.3%)

Ending stocks 1,578 1,951 1,416 1,849 11.5%  (19.1%)
. 

 Source: MPOB, CIMB Research 

 

 East Malaysian yields catch up with Peninsular Malaysia’s. Palm oil output in 
Malaysia rose 4.2% mom to 1.56m tonnes due to seasonal factors. FFB yields in East 
Malaysia recovered for the third straight month, resulting in a 13.5% mom increase in 
output. However, this was offset by a 2.2% mom drop in production in Peninsular 
Malaysia due to weaker yields. We note that yields in East Malaysia have caught up 
with yields in the peninsula after trailing behind for seven months running (see Figure 
2).  

Worst over for East Malaysian estates? We gathered that the poor yields from East 
Malaysia compared to a year ago could be the result of heavy rainfall at the start of 
the year and biological tree stress. The weaker yields in Peninsular Malaysia may be 
due to the effect of lower fertiliser input a year ago, tree stress or lower productivity 
due to festive events. The pick-up in FFB yields, if sustained till November, could limit 
CPO price upside in the short term. During our recent visit, IOI Corp, one of the 
largest palm oil producers in East Malaysia, indicated that it expects FFB yields from 
its estates to improve in the coming months as the palm trees recover from the impact 
of poor weather and tree stress. Despite the recent recovery in production by East 
Malaysian estates, 9MCY09 CPO production in Malaysia is still 3.7% behind last 
year’s level due to poorer yields. Assuming output for the last quarter of the year 
matches last year’s 4Q, we estimate FFB production for the full year to be only 17.3m 
tonnes, a decline of 2.6% from the previous year. 

  

 Figure 2:  Yields in East Malaysia finally caught up with Peninsular Malaysia in Sep 09  
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 Source: MPOB, CIMB Research 
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 Figure 3: Malaysian palm oil trees under biological stress for 11 months which is longer than usual 
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 Source: MPOB, CIMB Research 

  

 Lower demand from India and US. Palm oil exports eased 0.3% mom as India and 
US slowed down their purchases. However, China, the EU and Pakistan imported 
more palm oil during the month to cater for festive events and replenish stocks. 
Exports may also have slowed because consumers are, to some extent, holding back 
in anticipation of lower prices in the coming months on the back of a record US 
soybean harvest and the seasonal pick-up in palm oil production. Concern over rising 
supplies and weak exports pulled local CPO price down 7.6% mom to an average of 
RM2,227 per tonne in Sep. For the first nine months of 2009, palm oil exports rose 5% 
to 11.7m tonnes as more favourable import duties in India and Pakistan spurred 
demand for Malaysian palm oil.  

 

 Figure 4:  Malaysia’s monthly and YTD exports to selected destinations (Sep 09) 

 Sep Sep

('000 tonnes) Sep 09 Aug 09 Sep 08 mom yoy YTD 09 YTD 08 yoy

China 424            396              306            7% 39% 2,946      2,878        2%

India 72              99                103            (27%) (30%) 974         524           86%

EU 145            98                163            48% (11%) 1,280      1,398        -9%

Pakistan 161            129              127            24% 27% 1,368      924           48%

US 49              101              81              (52%) (39%) 681         712           -4%

Others 462            494              518            (7%) (11%) 4,416      4,662        -5%

Total 1,312         1,317           1,297         (0%) 1% 11,665    11,099      5%
 

 Source: MPOB, CIMB Research, 

 

 Rising imports of palm oil. Stockpiles were partly bumped up by rising imports of 
palm oil from Indonesia due to zero export duty on palm oil and rising palm oil output 
from Kalimantan.   

 

 Figure 5:  Rising palm oil imports to Malaysia due to zero Indon export tax 
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 Source: MPOB, CIMB Research 
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 Outlook  
  

 Stocks projected to rise further in Oct. We estimate that Malaysia’s CPO stock 
level could rise 9% mom to around 1.72m tonnes in Oct, assuming similar trends as 
the historical five-year average, i.e. a 2% mom decline in production and a 0.1% mom 
decline in exports in Oct. We have excluded 2006 stats in compiling our historical five-
year average output growth as the sharp drop in production in 2006 was due to a 
festive event which is not expected to recur this year. We expect palm oil exports to 
pick up only in Nov-Dec as consumers stock up ahead of the Chinese New Year 
festivities in Feb 2010.   

Soybean crop prospects, weather developments and crude oil price are short-
term price determinants. For the first nine months of 2009, CPO price fell 32% to 
average RM2,234 per tonne, broadly in line with our full-year CPO price forecast of 
RM2,280 per tonne. We expect CPO prices to trade within a range of RM2,000-2,400 
per tonne in the short term, with the US soybean harvest, El Nino and crude oil price 
being the key determinants of the short-term price direction.  

El Nino intensity has been weak to moderate so far. Yesterday, CPO price 
brushed aside the news of the higher stockpile and gained 3% on worries over a delay 
in the US soybean harvest due to wet conditions in key planting areas. Recent El Nino 
updates from both Australia’s Bureau of Meteorology and US Climate Prediction 
Centre (CPC) suggest that the current El Nino is likely to be weak to moderate rather 
than strong. This has helped allay fears of a severe drought in the Southeast Asian 
region. Several planters that we visited recently also indicated that the lower-than-
usual rainfall at some estates is not expected to have a significant impact on FFB 
yields. CPO price remains well-supported at the CPO-biodiesel breakeven price of 
RM2,260 per tonne (with subsidies) in view of the current high crude oil price of 
US$71 per tonne,  

Maintaining CPO price forecasts. We are leaving our CPO price forecasts of 
RM2,280 per tonne for 2009 and RM2,250 per tonne for 2010 unchanged but will 
review them soon to account for the soybean crop outcome from the US, latest 
developments for next year’s South American crop and El Nino weather updates. 
There is potential upside to our 2010 price forecast as it does not factor in the 
potential El Nino impact. 

  

 Valuation and recommendation  
  

 Only a third of stocks under coverage outperformed by at least 5% in 3Q. Figure 
6 shows the 3Q09 share price performances of our universe of plantation stocks. Only 
Malaysia’s Sime Darby, Singapore-listed Wilmar and Indofood Agri and Indonesia’s 
London Sumatra outperformed their respective markets by more than 5% in 3Q. This 
is in line with our top picks for the sector during that period. 

Raising target prices by up to 12% as we roll forward to end-2010. There is no 
change to our earnings forecasts as our CPO price projections are intact. However, 
we have upped by 2-12% our target prices for the Malaysian planters as we roll them 
a year forward to end-2010. The only exception is Genting Plantation as we rolled 
forward its target price in an earlier note.    

Continue to prefer planters listed in Singapore. We remain NEUTRAL on 
Malaysian planters and continue to prefer the Singapore-listed planters for their 
cheaper valuations. In the Malaysian plantation sector, we continue to like Sime Darby 
due to its improved transparency, potential yield enhancement from its estates and 
earnings-accretive M&As. We are neutral to positive on recent market talk of the 
potential sale of a 10% stake in Sime Darby to a Chinese party. If concern over the 
rising stockpiles sparks a correction of CPO price and plantation share prices, 
investors should snap up the opportunity to pick up plantation stocks ahead of a 
recovery in CPO price, potentially in Dec 09. There is no change to our picks in the 
region – Sime Darby, Indofood Agri, Golden Agri, Astra Agro and Sampoerna Agro. 
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 Figure 6:  Sime Darby, Indofood Agri and London Sumatra were top performers in their markets in 3Q 

 Currency 30 June 2009 30 Sep 09 3Q abs 3Q rel

Sime Darby RM 6.95                     8.50                     22% 11%

IOI Corp RM 4.72                     5.20                     10% -2%

KL Kepong RM 11.90                   13.80                   16% 4%

Asiatic RM 5.50                     6.00                     9% -3%

Hap Seng Plant RM 2.14                     2.27                     6% -6%

Wi lmar S$ 5.02                     6.32                     26% 11%

Golden Agri S$ 0.38                     0.43                     13% -1%

Indofood Agri S$ 1.22                     1.60                     31% 17%

Astra Agro Rp 16,850                 21,050                 25% 3%

London Sumatra Rp 6,000                   7,650                   28% 6%

Bakrie Sumatra Rp 690                      870                      26% 4%

Sampoerna Agro Rp 1,640                   2,075                   27% 5%

FSSTI 2,333                   2,673                   15%

KLCI 1,075                   1,202                   12%

JCI 2,026                   2,468                   22%

CPO price RM/tonne 2,260                   2,175                   -4%

CPO price USD/tonne 678                      650                      -4%
 

 Source: Bloomberg, CIMB Research 

 

 Figure 7:  Changes in target prices of Malaysian planters 

 Companies Current price Old TP New TP Upside Basis of TP

IOI Corp 5.26 5.40 5.75                9% CY 11 P/E of 18x

KL Kepong 14.08 12.70 13.80              -2% SOP, CY11 plant P/E of 17x

Sime Darby 8.63 9.20 10.30              19% SOP, CY11 plant P/E of 17x

Genting Plant 6.10 6.00 6.00                -2% CY11 P/E of 15x

Hap Seng Plant 2.31 2.45 2.50                8% CY11 P/E of 13.5x
 

 Source: Bloomberg, CIMB Research 
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  13 October 2009 

CIMB Research Report  Syariah-compliant stock 

TRADING BUY Maintained 
Sime Darby Bhd 

RM8.63 Target: RM10.30 

Not standing stock-still Mkt.Cap: RM51,862m/US$15,250m 
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SIME MK / SIME.KL Ivy Ng Lee Fang CFA +60(3) 2084 9697 – ivy.ng@cimb.com       
 
 
 

 Rolling target price to end-CY10 
  

 Malaysia’s palm oil stocks as at end-Sep climbed 12% mom to an eight-month high of 
1.58m tonnes, above market expectations of 1.52m-1.56m tonnes and our forecast of 
1.5m tonnes. This is slightly negative for the sector as the rise in inventories will limit 
CPO price upside in the medium term. However, we make no change to our CPO 
price forecasts or earnings projections for Sime Darby. But our SOP-based target 
price is jacked up from RM9.20 to RM10.30 as we push it a year forward to end-10. 
We maintain our TRADING BUY call on the stock in view of the potential share price 
triggers of higher-than-expected cost savings, earnings-enhancing acquisitions, rising 
CPO price and stronger property sales.  

  

 CPO price outlook 
  

 Soybean crop prospects, weather developments and crude oil price are short-
term price determinants. For the first nine months of 2009, CPO price fell 32% to 
average RM2,234 per tonne, broadly in line with our full-year CPO price forecast of 
RM2,280 per tonne. We expect CPO prices to trade within a range of RM2,000-2,400 
per tonne in the short term, with the US soybean harvest, El Nino and crude oil price 
being the key determinants of the short-term price direction.  

El Nino intensity has been weak to moderate so far. Yesterday, CPO price 
brushed aside the news of the higher stockpile and gained 3% on worries over a delay 
in the US soybean harvest due to wet conditions in key planting areas. Recent El Nino 
updates from both Australia’s Bureau of Meteorology and US Climate Prediction 
Centre (CPC) suggest that the current El Nino is likely to be weak to moderate rather 
than strong. This has helped allay fears of a severe drought in the Southeast Asian 
region. Several planters that we visited recently also indicated that the lower-than-
usual rainfall at some estates is not expected to have a significant impact on FFB 
yields. CPO price remains well-supported at the CPO-biodiesel breakeven price of 
RM2,260 per tonne (with subsidies) in view of the current high crude oil price of 
US$71 per tonne,  

Maintaining CPO price forecasts. We are leaving our CPO price forecasts of 
RM2,280 per tonne for 2009 and RM2,250 per tonne for 2010 unchanged but will 
review them soon to account for the soybean crop outcome from the US, latest 
developments for next year’s South American crop and El Nino weather updates. 
There is potential upside to our 2010 price forecast as it does not factor in the 
potential El Nino impact. 

  
 

Valuation and recommendation 
  

 Top pick in the Malaysian plantation sector. There is no change to our earnings 
forecasts as our CPO price forecasts remain intact. However, our SOP-based target 
price is increased from RM9.20 to RM10.30 as we move it a year forward to end-10. 
The stock remains our top pick in the Malaysian plantation sector for its improved 
transparency, potential yield enhancement for its estates and earnings-accretive 
M&As. We continue to rate the stock a TRADING BUY in view of the potential share 
price triggers of higher-than-expected cost savings, earnings-enhancing acquisitions, 
rising CPO price and stronger property sales. 
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 Financial summary  
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Volume 10m (R.H.Scale) Sime Darby Bhd  

FYE Jun 2008 2009 2010F 2011F 2012F 

Revenue (RM m) 34,044.7 31,013.7 34,928.7 36,595.6 39,480.0 

EBITDA (RM m) 5,935.5 3,901.0 5,115.8 5,260.1 6,393.3 

EBITDA margins (%) 17.4% 12.6% 14.6% 14.4% 16.2% 

Pretax profit (RM m) 5,206.4 3,071.6 4,138.3 4,202.6 5,256.7 

Net profit (RM m)  3,512.1 2,280.1 2,909.2 2,954.4 3,695.5 

EPS (sen) 58.4 37.9 48.4 49.2 61.5 

EPS growth (%) 45.7% (35.1%) 27.6% 1.6% 25.1% 

P/E (x) 14.8 22.7 17.8 17.6 14.0 

Core EPS (sen) 58.2 37.9 48.4 49.2 61.5 

Core EPS growth (%) 47.0% (34.8%) 27.6% 1.6% 25.1% 

Core P/E (x) 14.8 22.7 17.8 17.6 14.0 

Gross DPS (sen) 50.9 25.7 32.7 33.2 41.6 

Dividend yield (%) 5.9% 3.0% 3.8% 3.8% 4.8% 

P/BV (x) 2.4 2.4 2.3 2.1 2.0 

ROE (%) 18.0% 10.6% 13.2% 12.5% 14.6% 

Net gearing (%) N/A 8.9% 14.4% 16.1% 17.0% 

Net cash per share (RM) 0.27 N/A N/A N/A N/A 

P/FCFE (x) 30.9 1,329.7 (108.1) 163.3 25.5 

EV/EBITDA (x) 8.4 13.7 10.7 10.6 8.8 

% change in EPS estimates                   N/A N/A N/A 

CIMB/Consensus (x)   1.05 0.99 1.16  

 
      

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 

 

 Figure 1:  SOP valuations 

 Value Sime Darby 's 

Assets Valuation method (RM m) stake (RM m)

Plantation Forward P/E o f 17x 39,959.9 39,959.9

Property 0.8x P/RNAV 12,066.3 9,653

Industrials Forward P/E o f 14x 10,005.9 10,005.9

Motor Veh icles Forward P/E o f 12x 2,247.9 2 ,247.9

Energy business 1.5x P/NBV 1 ,050.0 1 ,575.0

Others 1.5X P/BV 396.0 396.0

Cash As at 31 March  2009 3,365.1

Debts As at 31 March  2009 (5 ,717.6)

Ramunia assets 2.5x BV 1,167.5

Less : cost of acquiring Ramunia assets (560.0)

Total RNAV 62,092.7

No. of shares (m) 6 ,009.4

SOP per share (RM) 10.33
 

 Source: Company, CIMB Research 
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IOI MK / IOIB.KL Ivy Ng Lee Fang CFA +60(3) 2084 9697 – ivy.ng@cimb.com       
 
 
 

 Rolling target price to end-CY10 
  

 Malaysia’s palm oil stocks as at end-Sep climbed 12% mom to an eight-month high of 
1.58m tonnes, above market expectations of 1.52m-1.56m tonnes and our forecast of 
1.5m tonnes. This is slightly negative for the sector as the rise in inventories will limit 
CPO price upside in the medium term. However, we make no change to our CPO 
price forecasts or earnings projections for IOI Corp. But our target price is upgraded 
from RM5.40 to RM5.75 as we move it a year forward to end-10. We remain 
NEUTRAL on the stock. 

  

 CPO price outlook 
  

 Soybean crop prospects, weather developments and crude oil price are short-
term price determinants. For the first nine months of 2009, CPO price fell 32% to 
average RM2,234 per tonne, broadly in line with our full-year CPO price forecast of 
RM2,280 per tonne. We expect CPO prices to trade within a range of RM2,000-2,400 
per tonne in the short term, with the US soybean harvest, El Nino and crude oil price 
being the key determinants of the short-term price direction.  

El Nino intensity has been weak to moderate so far. Yesterday, CPO price 
brushed aside the news of the higher stockpile and gained 3% on worries over a delay 
in the US soybean harvest due to wet conditions in key planting areas. Recent El Nino 
updates from both Australia’s Bureau of Meteorology and US Climate Prediction 
Centre (CPC) suggest that the current El Nino is likely to be weak to moderate rather 
than strong. This has helped allay fears of a severe drought in the Southeast Asian 
region. Several planters that we visited recently also indicated that the lower-than-
usual rainfall at some estates is not expected to have a significant impact on FFB 
yields. CPO price remains well-supported at the CPO-biodiesel breakeven price of 
RM2,260 per tonne (with subsidies) in view of the current high crude oil price of 
US$71 per tonne,  

Maintaining CPO price forecasts. We are leaving our CPO price forecasts of 
RM2,280 per tonne for 2009 and RM2,250 per tonne for 2010 unchanged but will 
review them soon to account for the soybean crop outcome from the US, latest 
developments for next year’s South American crop and El Nino weather updates. 
There is potential upside to our 2010 price forecast as it does not factor in the 
potential El Nino impact. 

  
 

Valuation and recommendation  
  

 Staying NEUTRAL despite higher target of RM5.75. Our earnings forecasts are 
intact as there are no changes to our CPO price projections. However, we are raising 
our target price for IOI Corporation from RM5.40 to RM5.75 as we move it a year 
forward to end-10 while maintaining our valuation basis of 18x P/E, based on a 20% 
premium over our target market P/E of 15x to reflect its good share liquidity. The stock 
remains a NEUTRAL. Although it is not cheap relative to regional rivals, its share price 
is supported by the more upbeat prospects for its Singapore condo project which is 
due for launch in 1HCY10.  
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 Financial summary  
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FYE Jun 2008 2009 2010F 2011F 2012F 

Revenue (RM m) 14,655.1 14,600.4 15,595.2 16,928.1 17,860.0 

EBITDA (RM m) 3,394.8 1,870.3 2,633.5 2,857.9 2,926.0 

EBITDA margins (%) 23.2% 12.8% 16.9% 16.9% 16.4% 

Pretax profit (RM m) 3,095.2 1,550.5 2,344.8 2,605.6 2,702.3 

Net profit (RM m)  2,231.6 983.9 1,824.6 2,001.5 2,075.9 

EPS (sen) 36.4 16.0 29.1 31.9 33.1 

EPS growth (%) 54.6% (55.9%) 81.6% 9.7% 3.7% 

P/E (x) 14.5 32.8 18.1 16.5 15.9 

Core EPS (sen) 32.1 23.6 29.1 31.9 33.1 

Core EPS growth (%) 60.8% (26.5%) 23.5% 9.7% 3.7% 

Core P/E (x) 16.4 22.3 18.1 16.5 15.9 

FD core EPS (sen) 31.9 23.2 28.6 31.3 32.4 

FD core P/E (x) 16.5 22.7 18.4 16.8 16.2 

Gross DPS (sen) 16.7 9.7 11.8 12.8 13.2 

Dividend yield (%) 3.2% 1.8% 2.2% 2.4% 2.5% 

P/BV (x) 3.8 3.9 3.5 3.0 2.7 

ROE (%) 27.7% 11.9% 20.6% 19.6% 17.8% 

Net gearing (%) 32.7% 31.7% 14.9% 6.6% N/A 

Net cash per share (RM) N/A N/A N/A N/A 0.01 

P/FCFE (x) 11.0 11.4 24.8 20.8 19.4 

EV/EBITDA (x) 10.1 18.3 12.7 11.4 10.8 

% change in EPS estimates                   - - - 

CIMB/Consensus (x)   1.05 1.03 1.04  
 

      

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 
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KLK MK / KLKK.KL Ivy Ng Lee Fang CFA +60(3) 2084 9697 – ivy.ng@cimb.com       
 
 
 

 Rolling target price to end-10 
  

 Malaysia’s palm oil stocks as at end-Sep climbed 12% mom to an eight-month high of 
1.58m tonnes, above market expectations of 1.52m-1.56m tonnes and our forecast of 
1.5m tonnes. This is slightly negative for the sector as the rise in inventories will limit 
CPO price upside in the medium term. However, we make no change to our CPO 
price forecasts or earnings projections for KL Kepong. But our SOP-based target price 
rises from RM12.70 to RM13.80 as we move it forward to end-10. We continue to rate 
KL Kepong an UNDERPERFORM due to its pricey valuations relative to its peers. 
Potential de-rating catalysts include lower CPO prices and potential losses or write-
downs from its non-core businesses. 

  

 CPO price outlook 
  

 Soybean crop prospects, weather developments and crude oil price are short-
term price determinants. For the first nine months of 2009, CPO price fell 32% to 
average RM2,234 per tonne, broadly in line with our full-year CPO price forecast of 
RM2,280 per tonne. We expect CPO prices to trade within a range of RM2,000-2,400 
per tonne in the short term, with the US soybean harvest, El Nino and crude oil price 
being the key determinants of the short-term price direction.  

El Nino intensity has been weak to moderate so far. Yesterday, CPO price 
brushed aside the news of the higher stockpile and gained 3% on worries over a delay 
in the US soybean harvest due to wet conditions in key planting areas. Recent El Nino 
updates from both Australia’s Bureau of Meteorology and US Climate Prediction 
Centre (CPC) suggest that the current El Nino is likely to be weak to moderate rather 
than strong. This has helped allay fears of a severe drought in the Southeast Asian 
region. Several planters that we visited recently also indicated that the lower-than-
usual rainfall at some estates is not expected to have a significant impact on FFB 
yields. CPO price remains well-supported at the CPO-biodiesel breakeven price of 
RM2,260 per tonne (with subsidies) in view of the current high crude oil price of 
US$71 per tonne,  

Maintaining CPO price forecasts. We are leaving our CPO price forecasts of 
RM2,280 per tonne for 2009 and RM2,250 per tonne for 2010 unchanged but will 
review them soon to account for the soybean crop outcome from the US, latest 
developments for next year’s South American crop and El Nino weather updates. 
There is potential upside to our 2010 price forecast as it does not factor in the 
potential El Nino impact. 

  
 

Valuation and recommendation  
  

 Raising SOP-based target price to RM13.80. We are keeping our earnings 
forecasts as our CPO price forecasts remain intact.  However, our SOP-based target 
price rises from RM12.70 to RM13.80 as we move it forward to end-10 and remove 
the 5% discount previously applied, given our positive view on the Malaysian market 
for 2010. We continue to rate KL Kepong an UNDERPERFORM due to its pricey 
valuations relative to its peers. Potential de-rating catalysts include lower CPO prices 
and potential losses or write-downs from its non-core businesses. 
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Volume 10m (R.H.Scale) Kuala Lumpur Kepong Bhd  

FYE Sep 2007 2008 2009F 2010F 2011F 

Revenue (RM m) 5,067.6 7,855.3 6,527.9 6,829.8 7,028.5 

EBITDA (RM m) 1,043.0 1,652.4 1,142.7 1,300.0 1,162.3 

EBITDA margins (%) 20.6% 21.0% 17.5% 19.0% 16.5% 

Pretax profit (RM m) 886.5 1,445.7 920.1 1,070.7 950.2 

Net profit (RM m)  694.2 1,040.8 641.5 787.5 692.8 

EPS (sen) 65.0 97.5 60.1 73.8 64.9 

EPS growth (%) 59.3% 49.9% (38.4%) 22.8% (12.0%) 

P/E (x) 21.7 14.4 23.4 19.1 21.7 

Core EPS (sen) 65.0 101.3 60.1 73.8 64.9 

Core EPS growth (%) 99.8% 55.8% (40.7%) 22.8% (12.0%) 

Core P/E (x) 21.7 13.9 23.4 19.1 21.7 

Gross DPS (sen) 49.9 77.2 34.4 39.5 44.6 

Dividend yield (%) 3.5% 5.5% 2.4% 2.8% 3.2% 

P/BV (x) 3.1 2.7 2.7 2.5 2.3 

ROE (%) 14.7% 19.9% 11.5% 13.5% 11.0% 

Net gearing (%) 11.1% 10.8% 5.1% 1.1% N/A 

Net cash per share (RM) N/A N/A N/A N/A 0.13 

P/FCFE (x) 48.3 14.2 (24.7) 21.8 27.9 

EV/EBITDA (x) 15.0 9.4 13.4 11.6 12.8 

% change in EPS estimates                   - - - 

CIMB/Consensus (x)   0.99 0.93 0.75  

 
      

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 

 
 

 Figure 1:  SOP valuations 

 Segments Stake Method Value (RM'm) KLK's share (RMm)

Plantations 100.0% 2011 P/E of 17x 10,895.6                     10,895.6                      

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% 2x NBV 351.3                          702.6                           

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 14,738.0                      

No of shares (m) 1,068.8                        

SOP per KLK share (RM) 13.79                            

 Source: Company, CIMB Research, 
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 Rolling target price to end-10 
  

 Malaysia’s palm oil stocks as at end-Sep climbed 12% mom to an eight-month high of 
1.58m tonnes, above market expectations of 1.52m-1.56m tonnes and our forecast of 
1.5m tonnes. This is slightly negative for the sector as the rise in inventories will limit 
CPO price upside in the medium term. However, we make no change to our CPO 
price forecasts or earnings projections for Hap Seng Plantations. But our target price 
is nudged up from RM2.45 to RM2.50 as we roll it a year forward to end-10. The stock 
remains a NEUTRAL. 

  

 CPO price outlook 
  

 Soybean crop prospects, weather developments and crude oil price are short-
term price determinants. For the first nine months of 2009, CPO price fell 32% to 
average RM2,234 per tonne, broadly in line with our full-year CPO price forecast of 
RM2,280 per tonne. We expect CPO prices to trade within a range of RM2,000-2,400 
per tonne in the short term, with the US soybean harvest, El Nino and crude oil price 
being the key determinants of the short-term price direction.  

El Nino intensity has been weak to moderate so far. Yesterday, CPO price 
brushed aside the news of the higher stockpile and gained 3% on worries over a delay 
in the US soybean harvest due to wet conditions in key planting areas. Recent El Nino 
updates from both Australia’s Bureau of Meteorology and US Climate Prediction 
Centre (CPC) suggest that the current El Nino is likely to be weak to moderate rather 
than strong. This has helped allay fears of a severe drought in the Southeast Asian 
region. Several planters that we visited recently also indicated that the lower-than-
usual rainfall at some estates is not expected to have a significant impact on FFB 
yields. CPO price remains well-supported at the CPO-biodiesel breakeven price of 
RM2,260 per tonne (with subsidies) in view of the current high crude oil price of 
US$71 per tonne,  

Maintaining CPO price forecasts. We are leaving our CPO price forecasts of 
RM2,280 per tonne for 2009 and RM2,250 per tonne for 2010 unchanged but will 
review them soon to account for the soybean crop outcome from the US, latest 
developments for next year’s South American crop and El Nino weather updates. 
There is potential upside to our 2010 price forecast as it does not factor in the 
potential El Nino impact. 

  
 

Valuation and recommendation  
  

 Maintain NEUTRAL rating while upping target price to RM2.50. There is no 
change to our earnings forecast as our CPO price projections are intact. However, we 
are raising our target price from RM2.45 to RM2.50 as we roll it forward to end-10. 
Our valuation basis for Hap Seng Plantations remains 13.5x (12x prev), a 10% 
discount to our target market P/E of 15x in view of its lower liquidity. The stock 
remains a NEUTRAL as its attractive P/E valuations and strong dividend yields are 
offset by subpar FFB output growth prospects and weaker-than-expected yields for its 
East Malaysian estates. 
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 Financial summary  

 

 

 

 

 

 

 

Price chart  
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Volume 1m (R.H.Scale) Hap Seng Plantations Holdings  

FYE Dec  2008 2009F 2010F 2011F 

Revenue (RM m)  429.4 394.2 422.0 397.6 

EBITDA (RM m)  199.6 205.9 241.3 222.3 

EBITDA margins (%)  46.5% 52.2% 57.2% 55.9% 

Pretax profit (RM m)  181.4 182.3 216.7 196.4 

Net profit (RM m)   142.7 136.8 162.5 147.3 

EPS (sen)  17.8 17.1 20.3 18.4 

EPS growth (%)  N/A (4.2%) 18.8% (9.4%) 

P/E (x)  12.9 13.5 11.4 12.5 

Gross DPS (sen)  13.5 13.7 16.3 14.7 

Dividend yield (%)  5.9% 5.9% 7.0% 6.4% 

P/BV (x)  1.1 1.1 1.1 1.0 

ROE (%)  17.3% 8.2% 9.6% 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)  (86.6) 11.6 12.2 19.5 

EV/EBITDA (x)  9.5 9.2 7.6 8.2 

% change in EPS estimates                   - - - 

CIMB/Consensus (x)   0.99 1.00 0.86  

Source: Bloomberg  Source: Company, CIMB Research, Bloomberg 
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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  13  October 2009, CIMB  has a proprietary position in the following securities in this report: 

(a) Genting Plantations, Genting Plantations CW, IOI Corp, IOI Corp CW, KLK, KLK CW, Sime Darby, Sime Darby CW, Golden Agri, Indofood Agri. 

(ii) As of 13 October 2009, the analyst, Ivy Ng who prepared this report, has / have 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 Securities (HK) Limited (“CHK”) 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 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. CHK 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 CHK. 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 CHK. Unless permitted to do so by the securities laws of Hong 
Kong, no person may issue or have in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating 
to the securities covered in this report, which is directed at, or the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to 
do so under the securities laws of Hong Kong). 

Indonesia: This report is issued and distributed by PT CIMB Securities Indonesia (“CIMBI”). 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. CIMBI 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 CIMBI. 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 CIMBI. Neither this report nor any copy hereof may be distributed 
in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesia residents except in compliance with applicable Indonesian capital market laws 
and regulations. 

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”). 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. CIMB 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 CIMB. 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 CIMB. 



[  15  ] 

New Zealand: In New Zealand, this report is for distribution only to persons whose principal business is the investment of money or who, in the course of, and for the 
purposes of their business, habitually invest money pursuant to Section 3(2)(a)(ii) of the Securities Act 1978. 

Singapore: This report is issued and distributed by CIMB-GK Research Pte Ltd (“CIMB-GKR”). Recipients of this report are to contact CIMB-GKR in Singapore in 
respect of any matters arising from, or in connection with, this report.  The views and opinions in this research report are our own as of the date hereof and are subject to 
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This publication is strictly confidential and is for private circulation only.  If the recipient of this research report is not an accredited investor, expert investor or institutional 
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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-GKR. 
 

As of  13 October 2009 CIMB-GK Research Pte Ltd does not have a proprietary position in the recommended securities in this report. 
 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution of this report is not 
an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may not be forwarded to the public in 
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be registered with the Financial Supervisory Commission of the Republic of China pursuant to relevant securities laws and regulations and may not be offered or sold 
within the Republic of China through a public offering or in circumstances which constitutes an offer within the meaning of the Securities and Exchange Law of the 
Republic of China that requires a registration or approval of the Financial Supervisory Commission of the Republic of China. 

Thailand: This report is issued and distributed by CIMB Securities (Thailand) Company Limited (CIMBS). 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. CIMBS has no obligation to update its opinion or the information in this research report. 
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or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMBS. 

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

other contract of whatsoever nature within the territory of the United Arab Emirates. 

United Kingdom: This report is being distributed by CIMB Securities (UK) Limited only to, and is directed at selected persons on the basis that those persons are (a) 
persons falling within Article 19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (the “Order”) who have professional experience in 
investments of this type or (b) high net worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order, (all 
such persons together being referred to as “relevant persons”). A high net worth entity includes a body corporate which has (or is a member of a group which has) a 
called-up share capital or net assets of not less than (a) if it has (or is a subsidiary of an undertaking which has) more than 20 members, £500,000, (b) otherwise, £5 
million, the trustee of a high value trust or an unincorporated association or partnership with assets of no less than £5 million. Directors, officers and employees of such 
entities are also included provided their responsibilities regarding those entities involve engaging in investment activity. Persons who do not have professional 
experience relating to investments should not rely on this document. 

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S.-registered broker-dealer and a related company 
of CIMB-GK Research Pte Ltd solely to persons who qualify as "Major U.S. Institutional Investors" as defined in Rule 15a-6 under the Securities and Exchange Act of 
1934. This communication is only for Institutional Investors and investment professionals whose ordinary business activities involve investing in shares, bonds and 
associated securities and/or derivative securities and who have professional experience in such investments. Any person who is not an Institutional Investor must not 
rely on this communication. However, the delivery of this research report to any person in the United States of America shall not be deemed a recommendation to effect 
any transactions in the securities discussed herein or an endorsement of any opinion expressed herein.  For further information or to place an order in any of the above-
mentioned securities please contact a registered representative of CIMB Securities (USA) Inc. 

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

 

 

RECOMMENDATION FRAMEWORK #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.   
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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.   

 
 
 
 
 
 
 


