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(File pix) MSM Malaysia Holdings Bhd's eamings forecasts for 2017 to 2019 have been raised 7.0-16.0 per cent by Maybank Investment Bank Bhd based on the higher average selling price
(ASPs) of sugar. Pix from MSM Malaysia Holdings Bhd website

By NST Business (/authors/nst-business) - March 2, 2017 @ 11:48am

KUALA LUMPUR: MSM Malaysia Holdings Bhd's earnings forecasts for 2017 to 2019 have been raised 7.0-16.0 per cent by Maybank Investment Bank Bhd based on
the higher average selling price (ASPs) of sugar.

Subsequently, Maybank IB revised upwards MSM's target price to RM4.70 from RM4.10 previously, while maintaining its “hold” call on the stock.

Effective March 1, the ceiling prices for coarse grain white refined sugar for both wholesalers and retailers had been increased by seven per cent (for wholesalers) and
four per cent (for retailers) to RM2.87 per kg and RM2.95 per kg respectively.

This should help MSM to partly mitigate rising raw sugar costs, Maybank IB said.

"The (move) means that MSM is now allowed to charge the damestic wholesalers up to the new revised price of RM2.87 a kg. We raise our earnings forecasts by 7-16
per cent factoring in the higher ASPs,” the firm said in a report today.

Domestic wholesalers made up 47.8 per cent of MSM's total volume sales in its financial year 2016.

Maybank IB said last year, ASPs for almost all refined sugar segments had seen sequential upward adjustments since the first quarter and gathered pace into the fourth
quarter to mitigate rising raw sugar costs.

In the fourth quarter, the ASPs to domestic wholesalers in particular was RM2.66 a kg, fast approaching the previous maximum wholesaler price of RM2.68 a kg.

“The rise in ceiling price yesterday is thus timely for refiners like MSM,” Maybank IB added.
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The firm said the upward adjustment of ceiling sugar prices is not entirely unexpected as we have earlier highlighted it as one of the key upside risks.

“We are now looking at blended domestic ASPs/kg (domestic wholesalers and industries) of RM2.80/RM2.82/RM2.82 for FY17/18/19 versus RM2.70/RM2.75/RM2.75
previously.”

On domestic volume, Maybank IB factored in a one per cent growth in FY17 (two per cent before) on possibly slower consumption post price hike but keep MSM'’s
FY18/19 valume growth assumption at two per cent each.

“These lead to higher earnings forecasts by seven per cent/16 per cent/13 per cent for FY17/18/19,” it added.
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