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Earnings in Line, Outlook Remains Positive

Summary

Recommendation: BUY
Current Price: RM 4.29
Previous Target Price: RM 5.00
Target Price: - RM 5.00
Upside/Downside: 16.6%
Stock information
Board MAIN
Sector Utilities
Bursa / Bloomberg Code 3069 / MFCB MK
Syariah Compliant Yes
FTSE4Good Index Yes
FTSE ESG Rating Fedokok
Bloomberg ESG Rating N/A
Shares issued (m) 942.5
Market Cap (RM’' m) 4,043.5
52-Week Price Range (RM) 3.45-5.09
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Free float (%) 40.8
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Keen Capital Investments Ltd 8.2
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MFCB reported a 3QFY24 core net profit of RM118.0m (+17.6% qoq,
+14.1% yoy). 9MFY24 CNP at RM314.0m came within expectations,
representing 78.3% of our full-year forecast.

We anticipate stronger quarters ahead, mainly supported by depreciation
of MYR against USD, which should translate into better earnings from
DSHP.

Maintained our BUY recommendation with an unchanged target price TP
of RM5.00 based on SOP valuation.

Results Review

Within expectations. MFCB’s 9MFY24 core net profit of RM314.0m (+29.0% yoy)
came in within our expectations at 78.3% of our forecast of RM401.1m, but only at
69.7% of consensus FY24 earnings estimates of RM444.8m.

Qo0Q. Excluding one-off items such as fire insurance claims (RM7.2m) and
unrealized forex loss (RM13.4m), 3QFY24 core net profit added 17.6% qoq to
RM118.0m, attributed to stronger PBT contributions from the Renewable Energy
segment (+18.5% qgoq) and the Resources segment (+8.1% qoq), which offset a
decline in the Packaging segment (-17.4% qoq) and the rise in share of losses in
associates (+92.5% qgoq) from plant shutdowns for the oleochemical joint venture,
Edenor. Notably, despite lower tariffs due to appreciation of MYR against USD,
Renewable Energy segment notched a stellar growth qoqg on the back of greater
hydro energy income from increase in energy output following the commissioning
of the fifth turbine at Don Sahong Hydropower Plant (DSHP) and rising water levels.

YoY/YTD. 3QFY24 core net profit increased 14.1% yoy to RM118.0m, driven by
better PBT contribution from the Resources segment (+147.3% yoy) on the back
of higher sales volume and more favorable sales mix, and from Renewable Energy
segment (+6.3% yoy), supported by an additional 15% effective equity interest in
DSHP, higher solar energy sales, as well as greater hydropower output as
mentioned above. 9MFY24 core profit jumped 29.0% yoy to RM314.0m as a result
of aforementioned reasons.

Outlook. We anticipate earnings growth momentum to continue in 4QFY24, on the
back of depreciation of MYR against USD, hence improving contribution from DSHP.
Notably, MYR has depreciated 8.3% from RM4.12/USD in 30 Sep 24 to RM4.46/USD
as of 21 Nov 24. Nonetheless, Packaging division is expected to remain challenging
due to weak consumer sentiment and overcapacity globally. Meanwhile,
oleochemical business could continue to experience losses in the coming quarter
but is expected to turnaround in 2025 as Edenor nears the end of its rectification
efforts.

Earnings revision. No change to our forecasts.

Valuation. We maintain our BUY recommendation and target price (TP) of
RM5.00, based on a Sum-of-Parts (SOP) valuation. We like MFCB for its (i)
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Figure 1: Results Comparison

Company Results

defensive earnings profile, with ~90% of PBT contributed by recurring income
from the Renewable Energy segment, (ii) commitment to pursue growth to
enhance shareholder value, whether through organic growth, inorganic growth,
or even venture into a new business segment, and (iii) strong balance sheet and
cash flow position, with net gearing of 0.10x as of 3QFY24 and operating cash
flow of above RM500m/pa.

Risks. Appreciation of MYR against USD, higher-than-expected petcoke prices, and
a slower-than-anticipated recovery in the packaging segment.

YoY

FYE Dec (RM m) 3QFY24 3QFY23 (‘;’) 20FY24 Q0Q (%) 9MFY24 9MFY23 YoY (%)  ° ?:Jear:zers Comments
Revenue 372.0 320.4 16.1 332.0 12.1 1,017.4 993.4 24 — ="
EBITDA 187.2 1811 3.3 176.7 5.9 546.0 512.0 6.6 =—t—a———
Pre-tax profit 126.8 1315 (3.6) 18.3 7.2 362.9 338.0 74 e
Net profit 123.9 27.1 (2.5) 12,5 10.2 3445 313.3 9.9 T Tt (';X?r']:’d"&?"':”el_'”fj“;ar;ce
Core net profit 118.0 103.4 1.1 100.3 7.6 314.0 243.4 200 ——t—e LOaS'S;’MiSCeea"::eouos E;‘ms
Core EPS (sen) 125 4.1 10.6 17.6 33.3 25.8 29.0 +—*———=
EBITDA margin (%) 50.3 56.5 53.2 53.7 515
PBT margin (%) 34.1 35.6 35.7 34.0
Core PATMImargin (%) 317 32.3 30.2 30.9 24.5
Source: Company, Apex Securities
Figure 2 & 3: Revenue, PBT Breakdowns & Margins
FYE Dec (RM m) 3QFY24 3QFY23 Y(f]’/Y) 20FY24 Q0Q (%) 9IMFY24 9MFY23 YoY (%) ° ?:Jear::je’s Comments

0
Revenue Breakdown
Renewable Energy 183.9 164.2 2.0 156.2 7.7 477.8 437.6 9.2 #&—*——=—" Contributed by hydro & solarenergy sales
Resources 60.3 48.3 24.8 56.7 6.4 180.7 156.5 155 +«———*"=—" Favourable in sales mix
Packaging 98.2 98.1 0.1 104.2 (5.8) 305.3 302.0 11l ey
Investment Holdings 29.6 9.8 203.5 14.8 99.4 53.7 97.4 (44.9) +——s—w——* RM20.8mcontribution fromCSCin Q3FY24
Total 372.0 320.4 16.1 332.0 12.1 1,017.4 993.4 24 —Va"
Source: Company, Apex Securities
Profit Before Tax (PBT) Breakdown
Renewable Energy 130.5 122.8 6.3 10.2 8.5 3295 316.9 40 " aforementioned
Resources 13.6 55 147.3 12.6 8.1 40.7 17.1 1381 —s—""" "
Packaging 7.5 10.1 (25.6) 9.1 (17.4) 25.2 255 (12) *—+—=—=—3 Landscape Remains Challenging
Investment Holdings (24.9) (6.9) 262.1 (13.7) 816 (32.6) (215) 519 =+ *—=— Primarily Impacted by Lossesin Edenor
Total 126.8 131.5 (3.6) 118.2 7.3 362.8 338.0 7.3 e
PBT margin (%)
Renewable Energy 710% 74.8% 70.5% 69.0% 72.4%
Resources 22.6% 11.4% 22.2% 22.5% 10.9%
Packaging 7.7% 10.3% 8.7% 8.3% 8.5%
Investment Holdings -84.2% -70.5% -92.4% -60.8% -22.1%
Total 34.1% 411% 35.6% 35.7% 34.0%

Source: Company, Apex Securities
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Financial Highlights
Income Statement Balance Sheet
FYE Dec (RM m) FY22 FY23 FY24E FY25F FY26F FYE Dec (RM m) FY22 FY23 FY24E FY25F FY26F
Revenue 1339.6 1317.6 1304.6 1283.9 1324.3 Cash 492.3 508.6 580.6 7524 9344
Gross Profit 560.8 569.4 5517 492.2 505.7 Receivables 4373 488.7 449.6 413.6 380.5
EBITDA 629.9 662.5 683.8 607.8 623.5 Inventories u7.9 1317 139.6 “8.0 156.9
Depreciation & Amortisation -126.9 -132.1 -1419 -128.0 -132.9 Other current assets 50 209 e} 72 556
EBIT 503.0 530.5 5418 479.8 490.6 Total Current Assets 1082.4 1149.9 1188.8 13313 1487.4
Net Finance Income/ (Cost) -29.6 -40.1 -30.1 -20.6 -17.9 PPE 4817 5319 698.8 789.1 873.0
Associates & JV 71 -13.6 51 74 271 Other non-current assets 27250 28265 27364  2666.7 2598.2
Pre-tax Profit 490.6 476.8 506.6 476.6 499.8 Total Non-current assets 3206.6 3358.5 3435.2 3455.9 34712
Tax -14.8 -25.1 -44.0 474 -48.2 Short-term Debt 316.2 4352 256.2 179.1 99.7
Profit After Tax 475.7 451.6 462.6 429.2 4517 Payables 1B5.7 168.8 726 1814 1876
Minority Interest 789 67.9 615 68.3 79.4 Other Current Liabilities 70 6.0 6.3 6.6 6.9
Net Profit 396.8 383.7 4011 360.9 372.3 Total Current Liabilities 478.9 610.0 435.0 367.2 294.2
Exceptionals -68.1 -15 0.0 0.0 0.0 Long-term Debt 396.7 466.1 384.2 268.7 495
Core Net Profit 328.7 382.2 4011 360.9 372.3 Other non-current liabilities 2223 208.2 200.6 1938 187.6
Total Non-current Liabilities 619.1 674.4 584.9 462.5 337.1
Key Ratios Shareholder's equity 27506 30569 33755 3660.6 39510
FYE Dec (RM m) FY22 FY23 FY24E FY25F FY26F Minority interest 4404 167.1 228.6 296.9 376.3
P/E (X) 27 0.9 0.3 uns N1 Total Equity 31910 3224.0 3604.1 3957.5 4327.3
EBITDA margin 47.0% 50.3% 52.4% 47.3% 47 2%
EBIT margin 375%  40.3% 415%  374%  37.0%
PBT margin 36.6% 362%  38.8% 37.%  37.7% Cash Flow
PAT margin 355% 343% 355%  334% 34.1% FYE Dec (RM m) FY22 FY23 FY24E FY25F FY26F
NP margin 29.6% 29.1% 30.7% 28.1% 28.1% Pre-tax profit 490.6 476.8 506.6 476.6 499.8
Core NP margin 245% 29.0% 30.7% 28.1% 28.1% Depreciation 374 38.3 494 55.8 617
Dividend yield 16% 18% 2.0% 18% 2.0% Changes in working capital -37.2 -73.7 325 339 277
ROE 2.4% 119% 1% 9.1% 8.6% Others 845 u37 47.3 15 -204
ROA 9.3% 8.5% 8.7% 75% 75% Operating cash flow 575.3 585.1 635.8 567.8 568.8
Net gearing 6.9% 12.2% 17% Net Cash Net Cash Net capex -78.1 -13.0 -216.3 -146.1 -455
Others -888  -549.0 333 45.6 63.0
Valuation Investing cash flow -166.9 -6619 -183.0 -100.5 -82.6
Sum of Parts (SOP) Equity Value (RM' m) Valuation method Dividends paid -67.1 -741 -82.5 -75.8 -819
Renewable Energy 37116 Ke =10.3% Net borrowings -92.3 1794 -260.9 -192.6 -198.6
Packaging & Label 420.9 1xFY25F PER Others -33.2 -66.7 -375 -27.1 -23.7
Resources 3713 14xFY25F PER Financing cash flow -192.6 38.6 -380.9 -2955 -304.3
Food Security 29.6 9xFY25F PER Net cash flow 215.8 -38.2 72.0 1719 181.9
Oleochemicals 172.6 8xFY25F PER Forex 3.0 8.4 457 0.0 0.0
Proceeds from exercise of warrants/ESt 0.0 Others 0.0 0.0 0.0 0.0 0.0
SOP Value 4706.0 Beginning cash 2540 482.8 462.9 580.6 7524
Enlarged share base (m share) 942.8 Ending cash 482.8 462.9 580.6 752.4 934.4
Fair Value (RM) 5.00

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

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.
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