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MSM MALAYSIA HOLDINGS BHD

WE like MSM (Fundamental: 2.8/3, Valu-
ation: 2.0/3), primarily, for its higher-than
market average yields. The stock is included
in InsiderAsia’s Income portfolio. Additional-
ly, the company has strong market position-
ing, as the leader in Malaysia’s oligopolistic
sugar market, and relatively stable earnings.

The company has a dividend policy to pay
atleast 50% of its annual net profit. Currently,
it is in a net cash position of RM147.8 mil-
lion. The stock just went ex-entitlement for
afinal dividend of 14 sen per share, bringing
total dividends for 2014 to 24 sen per share
or about 66% of net profit. That translates
into net yield of over 4.5%.

MSM is Malaysia’s largest refined sugar
supplier - it commands 64% of the domestic
market share. The company operates two
refineries in Prai (Penang) and Perlis with
a combined annual production capacity of
1.25 million tonnes of refined sugar prod-
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ucts, Just over half its production caters to
domestic consumption and about a third is
for industrial use. The balance is exported.

Earnings have been fairly steady, if not
exciting. Net profit margins are stable, hover-
ing around 11%. For 1Q2015, sales grew 2.1%
y-0-y to RM508.49 million while net profit rose
26.1% to RM71.03 million on higher industri-
al demand and better raw material pricing.

MSM is now able to source raw sugar at
prevailing international prices, after the ex-
piration of the Long Term Contract (LTC) last
December. Cheap current raw sugar prices
benefits MSM, as underscored by its 1Q2015
results — gross profit margin expanded to
23.2%, from 17.2% in 1Q2014.

Going forward, MSM plans to build a new
refinery in Johor, which will add 2 million
tonnes to its existing production capacity.
The refinery, costing about RM1 billion, is
targeted for completion by 3Q2017. The
company is also looking for opportunities
for upstream and downstream expansion.

The company is trading at a price to book of
1.80 and a trailing 12 months P/E ratio of 13.33.

Insider Asia will feature a new stock pick on every alternate day.
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MSM MALAYSIA HOLDINGS BHD FY12 FY13 FY14 FY2015Q1
(ALL FIGURES IN MYR MIL) 31/12/2012 31/12/2013 31/12/2014 31/3/2015
Income Statement

Turnover 2,301.3 2,202.5 2,281.5 508.5




