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Visit to sugar refinery in Tanjung Langsat Johor
INVESTMENT HIGHLIGHTS

¢ Visited sugar refinery in Tanjung Langsat Johor
¢ Production capacity to be boosted by 80%

¢ Earnings estimate maintained for FY18 and FY19
¢ Maintain NEUTRAL with TP of RM3.86

Visited sugar refinery in Tanjung Langsat Johor. We have visited
MSM Malaysia Holdings Berhad (MSM) sugar refinery which is located in
Tanjung Langsat Industrial Complex, Pasir Gudang Johor. During the
visit, we gather that the new refinery is almost completed.
Operationally, it has received its first batch of raw sugar exceeding
40,000 tonnes and the Company has started to process the raw sugar.

Production capacity to be boosted by 80%. Upon completion,
MSM’s annual production capacity of refined sugar will be boosted by
1.0m tonnes to 2.25m tonnes (from 1.25m tonnes currently). With the
completion of the refinery, MSM will be the largest sugar refiner in Asia.
Note that MSM has invested USD259m for the refinery.

Earnings estimate maintained for FY18 and FY19. Overall, we
expect MSM earnings to turnaround in FY18 with Profit After Tax
estimated at RM97.1m (against FY17 Loss After Tax of RM32.6m). Key
driver will be the significant decline in cost due to lower raw sugar
price. For FY19, we maintain our earnings estimate of RM129.1m.

Maintain NEUTRAL with TP of RM3.86. Our Target Price is based
on 21x Forward PE on FY19 EPS of 18.37 sen. The 21x Forward PE is
based on +1.0SD Valuation as we expect earnings to turnaround in
FY18. Despite the earnings turnaround, the issue of smuggled Thai
sugar may limit MSM near term share price upside.
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Pictures from MSM Site Visit
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained in
this report are based on information obtained or derived from sources that we believe are reliable. MIDF
AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or implied, as to
the accuracy, completeness or reliability of the information contained therein and it should not be relied
upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other financial
instruments. The analysis contained herein is based on numerous assumptions. Different assumptions
could result in materially different results. All opinions and estimates are subject to change without
notice. The research analysts will initiate, update and cease coverage solely at the discretion of MIDF
AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may have
interest in any of the securities mentioned and may benefit from the information herein. Members of the
MIDF Group and their affiliates may provide services to any company and affiliates of such companies
whose securities are mentioned herein This document may not be reproduced, distributed or published
in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >10% over the next 12 months.
TRADING BUY Stock price is expected to_r_/se by >10% within 3-months after a Trading Buy rating has
been assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <10% over the next 12 months.
TRADING SELL Stock price is expected to 7/a//by >10% within 3-months after a Trading Sell rating has

been assigned due to negative newsflow.
SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



