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United Plantations Berhad  

Solid performance ahead 

Summary 
 

• UP maintained its FFB yield targets at 28 mt/ha for Malaysian plantations 

and 25.5 mt/ha for Indonesia. Additionally, the Group plans to replant 

between 1,600 to 1,700 ha for FY24. 

• Steadfast in leadership position, excelling not only in palm oil yield but 

also in quality. This advantage resulted in the Group to command superior 

selling prices against peers. 

• We downgrade our recommendation to HOLD (previously BUY) with a TP 

of RM25.83 based on forward PE multiple of 16.0x and FY24F EPS of 

RM1.79 as recent share price appreciation has reflected their 

fundamentals. 

Results Review 
 

• No change in yield targets. UP maintained its FFB yield targets at 28 mt/ha for 

its Malaysian plantations and 25.5 mt/ha for Indonesia. In addition, the Group plans 

to replant between 1,600 to 1,700 ha for FY24. In FY23, the refinery segment of 

UP attained an extraordinary profit margin, reaching a record high, despite facing 

challenges from elevated CPO prices, which usually erode profitability in the 

downstream business. We attribute the success primarily to UP's hedging strategy, 

which allows the Group to secure higher ASP. Nevertheless, we anticipate a decline 

in the refinery margin moving forward, as UP may continue to face hedging losses, 

should CPO prices remain elevated throughout the year. 
 

• UP competitive advantage still intact. In addressing the competitive challenge 

presented by a peer’s new high-yielding oil palm seed (GenomeSelect), 

management perceives it as being in its early stages. The assessment stems from 

the recognition that achieving high yields in a meticulously chosen small area differs 

significantly from replicating those outcomes across the entire planted region. UP 

remains steadfast in its leadership position, excelling not only in palm oil yield but 

also in quality. This advantage enables the Group to command superior selling 

prices against peers. 
 

• On sustainability matters. In a bid to reduce herbicide usage in oil palm 

plantations, the Group introduced a distinctive approach aimed at controlling rat 

infestations by promoting biodiversity. This strategy involves employing barn owls, 

leopard cats, and cobra snakes as the first line of defense against these pest threat. 

Considering that rats make up a substantial portion of these predators' food sources, 

UP simultaneously increased their populations alongside the expansion of planted 

areas, all without incurring additional expenses for pesticides. Currently, UP's 

pesticide usage per tonne of oil produced is 5-8x lower compared to rapeseed and 

soybean farmers. 
 

• Valuation. Following the appreciation in share price (+48.2% YTD), we downgrade 

our recommendation to HOLD (previously BUY) with a target price of RM25.83 

based on forward PE multiple of 16.0x and FY24F EPS of RM1.79.    
 

• Risk. EU export ban and regulations, changing weather patterns affect FFB 

production, taxation and export ban in Indonesia threatens local CPO demand, 

shortage of labours and rising operational cost. 
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Financial Highlights

Inc ome  Sta te me nt Ba la nc e  She e t

FYE De c  (RM m) FY2 1 FY2 2 FY2 3 FY2 4 F FY2 5 F FYE De c  (RM m) FY2 1 FY2 2 FY2 3 FY2 4 F FY2 5 F

Re ve nue 2 0 3 3 .5 2 5 14 .8 2 0 14 .2 2 18 6 .0 2 2 5 3 .2 Cash 299.7 537.2 579.9 540.3 557.4

Gross Profit 13 3 7 .7 16 0 5 .6 14 3 3 .7 14 8 6 .5 15 0 9 .6 Receivables 240.9 147.5 191.9 208.3 214.7

EBITDA 7 7 7 .2 9 3 9 .9 10 14 .7 10 6 5 .2 10 7 5 .0 Inventories 139.3 219.5 245.9 266.9 275.1

Depreciation & Amortisation 100.5 102.7 107.0 106.2 112.0 Other current assets 463.0 342.2 168.2 168.2 168.2

EBIT 6 7 6 .7 8 3 7 .2 9 0 7 .7 9 5 9 .0 9 6 3 .0 Tota l Curre nt Asse ts 114 2 .8 12 4 6 .4 118 6 .0 118 3 .8 12 15 .4

Net Finance Income/ (Cost) 6.8 9.3 25.8 24.0 24.8 Fixed Assets 1209.9 1241.8 1250.8 1319.5 1387.7

Associates & JV 0.3 13.3 10.5 10.5 10.5 Intangibles 0.0 0.0 0.0 0.0 0.0

Pre - ta x Profit 6 8 3 .5 8 4 6 .5 9 3 3 .5 9 8 3 .0 9 8 7 .7 Other non- current assets 800.4 830.6 826.8 826.8 826.8

Tax 161.2 240.9 222.5 235.9 237.1 Tota l Non- c urre nt a sse ts 2 0 10 .4 2 0 7 2 .4 2 0 7 7 .7 2 14 6 .3 2 2 14 .6

Profit Afte r Ta x 5 14 .5 5 9 7 .8 7 0 4 .5 7 3 9 .3 7 4 2 .9 Short- term Debt 0.0 0.2 0.0 0.0 0.0

Minority Interest - 3.9 - 3.9 - 3.3 - 3.9 - 3.9 Payables 24.2 25.6 19.2 21.1 22.1

Ne t Profit 5 18 .4 6 0 1.7 7 0 7 .8 7 4 3 .2 7 4 6 .8 Other Current Liabilities 270.0 183.3 167.6 167.6 167.6

Exceptionals 1.7 - 7.0 - 16.9 0.0 0.0 Tota l Curre nt Lia bilitie s 2 9 4 .2 2 0 9 .1 18 6 .8 18 8 .7 18 9 .8

Core  Ne t Profit 5 2 0 .1 5 9 4 .7 6 9 0 .9 7 4 3 .2 7 4 6 .8 Long- term Debt 0.0 0.0 0.0 0.0 0.0

Other non- current liabilities 173.5 204.9 209.4 209.4 209.4

Ke y Ra tios Tota l Non- c urre nt Lia bilitie s 17 3 .5 2 0 4 .9 2 0 9 .4 2 0 9 .4 2 0 9 .4

FYE De c  (RM m) FY2 1 FY2 2 FY2 3 FY2 4 F FY2 5 F Shareholder's equity 2674.8 2890.7 2850.4 2945.7 3044.6

EBITDA margin 38.2% 37.4% 50.4% 48.7% 47.7% Minority interest 10.7 14.0 17.0 17.0 17.0

EBIT margin 33.3% 33.3% 45.1% 43.9% 42.7% Equity 2 6 8 5 .5 2 9 0 4 .8 2 8 6 7 .4 2 9 6 2 .7 3 0 6 1.6

PBT margin 33.6% 33.7% 46.3% 45.0% 43.8%

PAT margin 25.3% 23.8% 35.0% 33.8% 33.0% Ca sh Flow

NP margin 25.5% 23.9% 35.1% 34.0% 33.1% FYE De c  (RM m) FY2 1 FY2 2 FY2 3 FY2 4 F FY2 5 F

Core NP margin 25.5% 23.9% 35.1% 34.0% 33.1% Pre - ta x profit 6 8 3 .5 8 4 6 .5 9 3 3 .5 9 8 3 .0 9 8 7 .7

ROE 19.3% 20.7% 24.7% 25.1% 24.4% Depreciation & amortisation 100.5 102.7 107.0 106.2 112.0

ROA 16.4% 18.1% 21.7% 22.3% 21.8% Changes in working capital - 50.9 14.5 - 112.6 - 112.6 - 13.6

Net gearing Net Cash Net Cash Net Cash Net Cash Net Cash Others - 202.6 - 39.4 - 237.0 - 976.5 - 272.3

Ope ra ting c a sh flow 5 3 0 .5 9 2 4 .3 6 9 0 .8 0 .0 8 14 .0

Ke y Assumptions Net capex - 114.4 - 138.7 - 109.4 - 174.9 - 180.3

FYE De c  (RM m) FY2 1 FY2 2 FY2 3 FY2 4 F FY2 5 F Others 167.8 - 51.7 222.3 0.0 0.0

Production ('000) 242857.0 251601.0 254389.0 268796.9 268157.8 Inve sting c a sh flow 5 3 .4 - 19 0 .4 112 .9 - 17 4 .9 - 18 0 .3

FFB Yield 27.8 27.2 28.0 27.2 27.2 Changes in borrowings 0.0 0.0 0.0 0.0 0.0

OER 21.8% 21.3% 21.9% 22.8% 22.8% Issuance of shares 0.0 0.0 0.0 0.0 0.0

CPO (RM) 3261 3739 3963 3880 3881 Dividends paid - 398.3 - 518.5 - 746.6 - 647.9 - 647.9

Others 481.0 287.2 692.2 589.3 589.3

Va lua tions FY2 4 F Fina nc ing c a sh flow 8 2 .7 - 2 3 1.3 - 5 4 .4 - 5 8 .6 - 5 8 .6

Core EPS (RM) 1.792 Ne t c a sh flow 8 5 .8 2 8 .8 3 2 .6 110 .8 2 4 2 .5

P/E multiple (x) 14.4 Forex 0.0 0.0 0.0 0.0 0.0

Fa ir Va lue  (RM) 2 5 .8 3 Others 122.5 245.3 16.1 - 112.0 - 217.8

Beginning cash 91.7 263.2 500.5 541.5 532.7

Ending c a sh 3 0 0 .0 5 3 7 .3 5 4 9 .2 5 4 0 .3 5 5 7 .4

Source: Company, Apex Securities
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RESEARCH RECOMMENDATION FRAMEWORK 
STOCK RECOMMENDATIONS 
BUY: Total returns* are expected to exceed 10% within the next 12 months. 
HOLD: Total returns* are expected to be within +10% to – 10% within the next 12 months. 
SELL: Total returns* are expected to be below -10% within the next 12 months. 
TRADING BUY: Total returns* are expected to exceed 10% within the next 3 months. 
TRADING SELL: Total returns* are expected to be below -10% within the next 3 months. 
*Capital gain + dividend yield 
 
SECTOR RECOMMENDATIONS 
OVERWEIGHT: The industry defined by the analyst is expected to exceed 10% within the next 12 months. 
NEUTRAL: The industry defined by the analyst is expected to be within +10% to – 10% within the next 12 months. 
UNDERWEIGHT: The industry defined by the analyst, is expected to be below -10% within the next 12 months. 
 

DISCLAIMER 
Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise 
without the prior written consent of Apex Securities Berhad. The opinions and information contained herein are based on 
available data believed to be reliable. It is not to be construed as an offer, invitation or solicitation to buy or sell the 
securities covered by this report. 
 
Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily 
reflect the opinion of Apex Securities Berhad and are subject to change without notice. Apex Securities Berhad has no 
obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter 
stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes 
inaccurate. 
 
All analyst(s) names appear in the front page, whom prepared this report, does not have any interest in the following 
securities covered in this report. 
 
Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance 
upon such statement by anyone shall give rise to any claim whatsoever against Apex Securities Berhad. Apex Securities 
Berhad may from time to time have an interest in the company mentioned by this report. This report may not be 
reproduced, copied or circulated without the prior written approval of Apex Securities Berhad. 
 
 

 

 


