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Energy security, affordability remain high
priorities in SEA - MGA President

From left: Panellist at World Gas Conference (WGC2022) Current Debates Session 1, Kevin Gallagher, Managing
Director & CEO, Santos, Abdul Aziz Othman, President, Malaysian Gas Association (MGA), Olalekan Ogunleye, Deputy
Managing Director, Nigeria LNG & the Moderator, Marcel Kramer, President, Energy Delta Institute. Credit : Malaysian
Gas Association
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ADVERTISEMENT

KUALA LUMPUR, May 25 (Bernama) - The Southeast Asia (SEA) region continues to face
challenges in finding a balance between energy security, affordability and sustainability, as the
need to expand clean and reliable energy access in the region remains critically important.

Malaysian Gas Association (MGA) president, Abdul Aziz Othman said even though the region
has achieved more than 90 per cent electricity penetration, about 60 million people still

lacked access to electricity.

"Meanwhile, an estimated 230 million people remain reliant on solid biomass as cooking fuel,
he said in a statement in conjunction with the 28th World Gas Conference (WGC2022),

organised by the International Gas Union (IGU) in South Korea.
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Recognising the pivotal role that natural gas plays in delivering clean energy and in economic
recovery, Abdul Aziz said the region has continued to invest in natural gas production and
delivery infrastructure, despite economic challenges due to the COVID-19 pandemic.

He added that construction of several regasification terminals (RGT) in ASEAN is ongoing to
continue to expand the distribution networks in the region.

He noted that natural gas, the cleanest fossil fuel, will remain an important key source of energy,
especially in Southeast Asia where the energy market is expected to grow rapidly.

IKHLAS

“As a dependable and clean fuel that serves all the energy-consuming sectors, natural gas will
be expected to play a prominent role in providing cleaner and more reliable energy sources,” said
Abdul Aziz, who is also the South and SEA Regional Coordinator for the IGU.

He said as the region is moving away from coal, most ASEAN countries have committed to the
National Determined Contributions (NDCs) with unconditional targets towards achieving its net-
zero commitment by 2050.

“Natural gas will continue to be significantly needed for power generation and will play a long-
term role in providing energy access and security to the nation, at the same time helping the
region to meet its improved greenhouse carbon emissions reduction target," he added.

— BERNAMA
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Jaminan, kemampanan tenaga kekal jadi
keutamaan di Asia Tenggara - Presiden
MGA

Kredit : Malaysian Gas Association
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ADVERTISEMENT

KUALA LUMPUR, 25 Mei (Bernama) — Rantau Asia Tenggara terus berdepan dengan cabaran
untuk mencari keseimbangan antara jaminan, kemampuan dan kemampanan tenaga
apabila keperluan untuk mengembangkan akses tenaga bersih dan terjamin di rantau ini terus
menjadi suatu yang sangat penting.

Presiden Persatuan Gas Malaysia (MGA) Abdul Aziz Othman berkata walaupun rantau ini
mencapai lebih daripada 90 peratus penembusan bekalan elektrik, kira-kira 60 juta orang masih
kurang mendapat akses kepada elektrik.

"Sementara itu, kira-kira 230 juta orang masih bergantung kepada biojisim pepejal sebagai
bahan api memasak,” katanya dalam satu kenyataan bersempena dengan Persidangan Gas
Dunia ke-28 (WGC2022), yang dianjurkan oleh International Gas Union (IGU) di Korea Selatan.
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Abdul Aziz berkata rantau ini yang menyedari akan peranan penting dimainkan oleh gas asli
dalam menyediakan tenaga bersih serta pemulihan ekonomi terus melabur dalam pengeluaran
gas asli dan prasarana penghantaran, meskipun cabaran ekonomi yang disebabkan oleh
pandemik COVID-19.

Beliau berkata pembinaan beberapa terminal pengegasan semula di ASEAN sedang diteruskan
untuk mengembangkan rangkaian pengedaran di rantau ini.

Menurutnya, gas asli, bahan api fosil paling bersih akan kekal menjadi sumber tenaga utama,
terutamanya di Asia Tenggara yang mana pasaran tenaganya dijangka berkembang pesat.

"Sebagai bahan api yang bersih dan boleh diyakini yang digunakan dalam semua sektor yang
menggunakan tenaga, gas asli dijangka memainkan peranan penting dalam menyediakan
sumber tenaga lebih bersih dan boleh dipercayai,’ kata Abdul Aziz, yang juga merupakan
Penyelaras Serantau Asia Tenggara dan Selatan bagi IGU.

Beliau berkata ketika rantau ini beralih daripada arang batu, kebanyakan negara ASEAN
komited kepada Sumbangan Yang Ditentukan Negara (NDC) dengan sasaran tanpa syarat ke
arah mencapai komitmen bersih-sifar menjelang 2050.

"Gas asli akan terus menjadi satu keperluan penting bagi penjanaan kuasa dan akan
memainkan peranan dalam menyediakan akses dan jaminan tenaga bagi tempoh jangka
panjang kepada negara, pada masa yang sama membantu rantau ini mencapai sasaran
pengurangan pelepasan karbon rumah hijau,” katanya.

— BERNAMA
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Malaysian Gas Association president, Abdul Aziz Othman said even
though the region has achieved more than 90% electricity penetration,
about 60 million people still lacked access to electricity.

KUALA LUMPUR: The South-East Asian region continues to face challenges in
finding a balance between energy security, affordability and sustainability, as
the need to expand clean and reliable energy access in the region remains
critically important, Bernama reported

Malaysian Gas Association president, Abdul Aziz Othman said even though
the region has achieved more than 90% electricity penetration, about 60
million people still lacked access to electricity.
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Power Generation in Thailand
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“Meanwhile, an estimated 230 million people remain reliant on solid biomass
as cooking fuel,” he said in a statement in conjunction with the 28th World Gas
Conference, organised by the International Gas Union (IGU) in South Korea.

Recognising the pivotal role that natural gas plays in delivering clean energy
and in economic recovery, Abdul Aziz said the region has continued to invest
in natural gas production and delivery infrastructure, despite economic
challenges due to the Covid-19 pandemic.

He added that construction of several regasification terminals in Asean is
ongoing to continue to expand the distribution networks in the region.

He noted that natural gas, the cleanest fossil fuel, will remain an important key
source of energy, especially in South-East Asia where the energy market is
expected to grow rapidly.
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He added that construction of several regasification terminals in Asean is
ongoing to continue to expand the distribution networks in the region.

He noted that natural gas, the cleanest fossil fuel, will remain an important key
source of energy, especially in South-East Asia where the energy market is
expected to grow rapidly.

“As a dependable and clean fuel that serves all the energy-consuming sectors,
natural gas will be expected to play a prominent role in providing cleaner and
more reliable energy sources,” said Abdul Aziz, who is also the South and
South-East Asia regional coordinator for the IGU.

STARPICKS
Drive for rewards on PLUS highways

He said as the region is moving away from coal, most Asean countries have
committed to the National Determined Contributions with unconditional
targets towards achieving its net-zero commitment by 2050.

“Natural gas will continue to be significantly needed for power generation and
will play a long-term role in providing energy access and security to the nation,
at the same time helping the region to meet its improved greenhouse carbon
emissions reduction target,” he added.
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Energy security,
affordability remain
high prioritiesin SEA

KUALA LUMPUR: The
Southeast Asia (SEA) region
continues to face challenges
in finding a balance between
energy security, affordability
and sustainability, as the need
to expand clean and reliable
energy access in the region
remains critically important.

Malaysian Gas Association
(MGA) president, Abdul Aziz
Othman said even though
the region has achieved more
than g0 per cent electricity
penetration, about 60 million
people still lacked access to
electricity.

“Meanwhile, an estimated
230 million people remain
reliant on solid biomass as
cooking fuel” he said in a
statement in conjunction with
the 28th World Gas Conference
(WGC2022), organised by the
International Gas Union (IGU)

in South Korea.
Recognising  the ivotal
role that natural gas plays in
dehvenng clean energy and in
economic recovery, Abdul Aziz
said the region has continued to
investin natural gas production
and delivery infrastructure,
despite economic challenges
due to the Covid-19 pandemic.
He added that construction
of several regasification
terminals (RGT) in Asean is
ongoing to continue to expand
the distribution

gas will be expected to play a
prominent role in providi
cleaner and more reliable
energy sources” said Abdul
Aziz, who is also the South and
SEA Regional Coordinator for
the IGU.

He said as the region is
moving away from coal,
most Asean countries have
committed to the National
Determined Contributions
(NDCs) with unconditional
targets towards achieving its
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the region.

He noted that natural gas, the
cleanest fossil fuel, will remain
an important key source of
energy, especially in Southeast
Asia where the energy market
is expected to grow rapidly.

“As a dependable and clean
fuel that serves all the energy-
consuming sectors, natural

“Natural gas will continue
to be significantly needed for
power generation and will play
a long-term role in providing
energy access and security to
the nation, at the same time
helping the region to meet its
improved greenhouse carbon
emissions reduction target,” he
added. — Bernama

Latex goods account for
83.1 pct of total exports for
rubber products in 1022

KUALA LUMPUR: The rubber
export performance for the first
quarter of 2022 (1Q22), witnessed
latex goods

MALAYSIA'S EX

OF RUBBER PRODUCTS BY SECTOR

for
831 per cent of total exports
of rubber products, with the
gloves subsector remaining
as the largest export revenue
generator for the rubber
industry, said Malaysian
Rubber Council (MRC).

It said in a statement the
gloves subsector however
showed a decrease of 66.2 per
cent equalling to RM6.04 billion
in the first three months of
2022, from RM17.86 billion in
the same period last in 2021.

Surgical gloves remained
the highest earner with export
revenue of almost RMs6L7
million, an increase of almost
133 per cent from the previous
year, while latex threads
marked a 21.8 per cent increase
at RM240 million compared
with RM197.1 million a year ago.

Catheters  recorded an
increase of 665 per cent
at RMu3 million and foam
products showed a notable
increase of 2042 per cent at
RM106.1 million.

For dry rubber products
export performance in Q1 2022,
tyre which is the largest export
within the dry rubber products
sector recorded an increase of
4.5 per cent comparing with
the corresponding period of
2021, expanding from RM429.9
million to RM449.1 million.

Other notable highlights
include the industrial rubber
goods, which comprise products
for the automotive, mining and
construction sectors, recorded
RM377.2 million (23.2 per cent),
followed by general rubber
goods at RM375 million (9.7 per
cent) and footwear at RM150.1

million (4.1 per cent).
The United States remained
as the country's leading

importer of tyres, an increase
of 17.6 per cent amounting to
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RM 1936 million, compared
with the same period last year.

Overall, for January-March
2022, MRC said Malaysia's total
rubber and rubber products
exports were 528 per cent

lower to RMi0298 billion
against RM21.839 billion in the
same period of 2021, mainly due
to the decrease of latex goods
exports namely gloves and
following the transition of the
country to the endemic phase.
Meanwhile, ~MRC  said
current initiatives are geared
towards creating value for the
Malaysia's rubber industry to
ensure it remains resilient, agile,
competitive and sustainable.
MRC chief executive officer
Nor Hizwan Ahmad said glove
manufacturers should switch
their focus to the non-medical
industry players as their
potential and key clients to
make the industry much more
lucrative and continue to thrive
rather than banking their focus

| comm

thicknesses and  textures.
Applications for such gloves
exist in businesses from tattoo
parlours to laboratories and
even childcare centres,” said
Nor Hizwan.

To remain resilient, he said
MRC is currently facilitating
local manufacturers in securing
new markets to the non-
medical sectors.

Among the initiatives are
MRC’s participation in the Food
Safety Summit Conference
& Expo 2022, in Illinois, US
to promote food handlm%
gloves, and the British Dental
Conferenceand Dentistry Show
2022 at the National Exhibition
Centre in the United Kingdom
as part of the initiative to
promote high quality dental
products including dental
gloves, orthodontics elastics
and dental dams.

Besides, MRC, an agency
under the Ministry of
Plantation Industries and
Commodities (MPIC) would
be the lead organiser of the

a

on the healthcare sector.
“Industry players should
be creatively ways

and means to make the glove
industry profitable and thriving

again.

“After all, disposable non-
medical grade gloves come in
various range of sizes, colours,

Agri
commodity Expo Summit or
MIACES 2022 to be held on
July 26-28, 2022 in Malaysia
International  Trade and
Exhibition  Centre, Kuala
Lumpur. — Bernama

Fﬂe photo shows the traffic flow at Plaza Tol Gombak to Genting Sempah is in control. —

Analysts expect strong bounce in automotive sector’s June sales

Sharon Kong

KUCHING: Analysts expect a
strong bounce in the automotive
sector's June sales as supply
gradually normalises and given
a return to a normal working
month.

In addition, there will be a
stream of new models launchesin
2022, including models launches
that were postponed from 2021.

“May sales could remain muted
given Hari Ra J‘a festive holidays
and plant shutdowns during
the month, but we expect a
strong bounce in June as supply
gradually normalises and given
a return to a normal working
month,” the research arm of
MIDF Amanah Investment Bank
Bhd (MIDF Research) said.

“Posmvelﬁ total  industry
production has been holding up
well, rising by 6.5 per cent year on
year (y-o-y) in April 2022 at 54,734
units.

“Meanwhile, despite upward
price revisions that has been
seen in the auto market, waiting
lists remain stretched at three
to six months, underpinning
further sector recovery in the
immediate-term.” Going forward,
MIDF Research has maintained
its projection of a 13 per cent
increase y-o-y recovery in 2022F
total industry volume (TIV) to
575,000 units, assuming absence
of any further pandemic-induced
lockdowns and on the back

of strong outstanding orders,
notwithstanding potential short-
term weakness immediately
post-sales tax holiday expiry in
June2022.

The research arm's 2022F
TIV projection is at the lower
end of the pre-pandemic range
to reflect the on-going chip
shortage situation and potential

mtermment supply  chain
disruption:
MIDF Reseatch recapped

that the Malaysian Automotive
Association (MAA) has submitted
an appeal to the Ministry of
Finance to further extend the
sales tax exemption for new
vehicles in light of the on-going
supply shortage situation which

has impacted the industry’s
production ability to meet the
extended order backlog.

“Should this be successful, it
would be an incremental positive
for the auto sector, which
could render further upside to
projections.

“As an indication, an additional
six-month tax holiday is
estimated to raise our forecast to
circa 595,000 to 605,000 (up 17 per
cent-19 per cent y-0-y).

“The potential upward revision
to our projection echoes that
of MAA's, which is indicating of
potential upside to its current
2022 TIV target of 600,000 (up

r cent y-0-y) should the tax
holiday be extended.” As for
the research arm of Kenanga
Investment Bank Bhd (Kenanga

Bernama photo

Research), its current 2022 TIV
target at 600,000 units is in line
with MAA's 2022 TIV target.

“With the re-opening of
economic activities, and further
driven by the 100 per cent sales
tax exemption on completely
knocked down (CKD) passenger
vehicles and 50 per cent similar
exemption on completely built
up (CBU) including sports utility
vehicles (SUV) and multi-purpose
vehicles (MPV) until end-Jun
2022, we expect buoyant recovery
in car sales as evident from the
§;owmg number of back-log

okings for popular models
(up to six months) and stream
of new models launches in 2022
(including models launches
that were postponed from
2021)" Kenanga Research said
“Additionally, Battery Electric
Vehicles (BEVs) new launches
are expected to be boosted by
the full exemption on import
& excise duties, sales tax, road
tax, and individual tax relief to
support development of the local
EV industry.

“Nevertheless, for certain
models, the recovery of car
production could be limited by
the on-going global constraint in
semiconductor chips supply.

“Automakers have prioritised
usage of such resources, diverting
any precious semiconductors
they have to their most profitable
vehicles such as full-size trucks
and SUVs, as well as luxury
vehicles”

KLCCP’s 1Q in line with expectations

Ronnie Teo

KUCHING: KLCCP Stapled Group
(KLCCP) core net income for its
first quarter of financial year 2022
(1QFY22) of RM161.4 million came
in within expectations, making up
24 per cent of consensus full year
estimates respectively.

Sequentially, 1QFY22 core net
income eased to RM1614 million
mainly due to lower contribution
from retail division.

The team at MIDF Amanah
Investment Bank Bhd (MIDF
Research) saw that KLCCP's profit
before tax (PBT) of retail division
was lower as earnings in the
Erevious quarter was supported

y school holidays and year-end
festive season.

“On yearly basis, core net income

rew to RMi614 million due to

igher earnings from retail and
hotel divisions,” it said in its note
on the matter.

“Retail division recorded higher
PBT of RM79.6 million due to
lower rental support to tenants,
higher advertising income and

igher ibution from turnover

The team at MIDF Amanah Investment Bank Bhd (MIDF Research) saw
that KLCCP's profit before tax (PBT) of retail division was lower as
gs in the previous quarter was supported by school holidays and

year-end festive season.

MIDF Research revise upwards
its earnings forecast for FY22
and FY23 by one and 22 per cent
respectively as it expect stronger
earnings in the coming quarters
mainly due to recovery in retail
division

“We expect footfall at Suria
KLCC which is a tourist hotspot
to improve dua to reopening of
economy arrival

Tent.

“Meanwhile, loss before tax
of hotel division narrowed in
1QFY22 due to higher occupancy
rate, higher average room rate
and higher food and beverage
revenue

On the other hand, earnings
contribution from office division
wias flattish due to triple net lease
agreements and long-term leases.

following reopening of country’s
border. Besides, hotel division is
expected to improve due to higher
tourist arrival.”

Meanwhile, Kenanga
Investment Bank Bhd's research
arm (Kenanga Research) believed
the office segment which is KLCC's
main earnings driver remains
stable backed by long-term lease
tenures of 18 to 30 years.

It added that the retail and
hospitality segments are expected
to see a comeback in coming
quarters with the reopening of the
economy as well as international
borders.

“However, we remain cautious
on the sector on concerns of other
potentially disrupting viruses.
For now, with the rise in shopper
traffic and increased tenants’
revenues, we are expecting flattish
to mildly positive reversions going
forward."1t sai

“Any lmprovement in KLCCP's
FY22 earnings will mostly be
on better revenue contribution
from the retail segment on less
rental rebates. Additionally, the
hospitality segment’s occupancy is
expected to improve to 45 per cent
in FY22 and 60 per cent in FY23."

MSMEs must maintain good cash flow to survive post-pandemic

PUTRAJAYA: Micro, small and
medium enterprises (MSMEs)
must well-positioned to
maintain business cash flow
as lack of cash will result in
business failure particularly post-
pandemic. said Tan Sri Azman
Hashim.

Perdana L

pandemic, big businesses, hotels
are closed down because they
cannot sustain the business
and resulting in asset disposal,
thus it is crucial for businesses
to look after their cash flow,” he
said in his welcoming speech at
Perdana L

agenda.

“The initial zero tariffs among
RCEP nations is already a
significant step and could have a
tremendous impact on MSMEs,”
he said.

Meanwhile,  Ministry  of
nt D D and

economy and exposed many

weaknesses in the domestic
entrepreneurship  ecosystem
and MSMEs are forced to

acknowledge that this pandemic

has brought about changes in

consumer and business culture.
“The pand has highlighted

Cooperatives secretary general
Datuk Suriani Ahmad said that

board of !ruslees.

Azman, who is the chairmanof SME ~ Leaders  Programme
d 2022: d; for
this is especially evident during Making his address on

the Covid-19 pandemic when
businesses are affected by
movement restrictions and the
economic climate.

“Cash flow is important
for small and big companies,
and we can see during the

global business opportunities
or MSMEs, Azman said the
Regional Comprehensive
Economic Partnership (RCEP),
which entered into force on
Jan 1, represented a significant
advantage for the MSME growth

MSMESs must upgrade
themselves, Em rticularly in terms
of skills and knowledge, embrace
new technology and adopt
innovative business practices in
order to sustain growth.

She said the Covid-19 pandemlc

the importance of embracing
technology and post pandemic,
MSMESs need to face the fact that
technology and digitalisation
are no longer differentiators, but
rather necessities, in order to
remain relevant and competitive.

has brought about
challenges for the Malaysian

Technolm and  digital
adoption help accelerate
MSME inemb

new norms in business activities

thus helping them to reduce
costs, become more efficient and
increase productivity,” she said
during the

processes, low research and
development expenditures,
difficulties in adopting

solutions  and

Surani also emphasised that
MSMESs are forced to step back,
re-evaluate, readjust and reset
the way they conduct business,
particularly as the pandemic has
caused SMEs significant losses
due to restricted movement,
partial or complete cessation of
activities and disruption of the
global supply chain, which caused
an economic downturn.

“Challenges such as lack of
access to working capital and
inability to secure credit, poor
productivity from inefficient

lack of access to global market
and knowledge networks have
created barriers for MSMEs
to grow and causing them to
stagnate and in the worst-case
scenario, lose everything they
worked for,” she added.

In Malaysia, more than 12
million or 97.44 per cent of total
businesses in various sectors are
MSMEs, generating a significant
number of employment at 7.2
million workers and contributing
38.2per cent to the country'sgross
domestic product. - Bernama



STARBIZ, THURSDAY 26 MAY 2022

The Star

Hibiscus Petroleum’s 3Q net profit jumps nine-fold

PETALING JAYA: Hibiscus Petroleum Bhd’s
net profit in its third financial quarter ended
March 31, 2022 (3Q22), leapt nine times to
RM307.54mil from RM32.03mil in the previ-
ous corresponding quarter.

The oil and gas exploration and production
group reported revenue of RM297.06mil, a
37.54% increase over RM215.98mil in 3Q21.

Earnings per share rose to 15.32 sen com-
pared with 1.76 sen in the previous compara-
tive quarter.

The board of directors declared an interim
dividend of one sen per share for sharehold-
ers on the register on June 22 and payable on
July 22.

According to Hibiscus Petroleum, a nega-

tive goodwill of RM317.3mil was recognised
upon the January 2022 completion of its
acquisition of the entire equity interest in
Fortuna International Petroleum Corp (FIPC)

It said the newly acquired assets in FIPC
group have boosted the group’s net produc-
tion to about 20,000 barrels of oil equivalent
(boe) per day.

Consequently, the group expects to deliver
approximately 4.6 million boe of oil, conden-
sate and gas from its producing assets for

Y22,

“Our objective in recent months has been
to focus on understanding the newly acquired
Repsol assets so that we can operate these
safely and efficiently.

“This is the first quarter for which we are
reporting operational and financial metrics
which include the newly acquired assets
and we expect our numbers to further
improve in the coming months against a
backdrop of strong oil prices,” said Hibiscus
Petroleum managing director Kenneth
Pereira.

He added that with the relatively high
crude oil prices, the group hopes to be able
to close FY22 ending June 30 on a positive
note.

For the nine-month period, the group made
a net profit of RM397.55mil on revenue of
RM828.15mil, which represents year-on-year
increases of 535% and 50% respectively.

Positive outlook for KLK

Strategy to expand upstream business looking solid

COMMODITIES

PETALING JAYA: Kuala Lumpur Kepong
Bhd's (KLK) outlook is expected to remain
sturdy post-IJ]M Plantations Bhd acquisition,
with its long-term strategy to expand its
upstream business looking fruitful by the
expected higher average selling price of crude
palm oil (CPO).

MIDF Research has recommended a “buy”
call on the stock with an unchanged target
price (TP) of RM30.18.

“Our unchanged TP is pegged on the finan-
cial year 2023 (FY23) estimated earnings per
share (EPS) of 113 sen based on price earn-
ings ratio of 26.7 times.

“This implies an expected total return of
about 18.43%,” the research house said in its
latest report.

MIDF Research also maintained its FY22-
FY23 revenue and earnings estimates of at
this juncture, under review for imminent
upgrade pending revision to its target average
CPO prices for the current and forward years.

KLK posted a core net profit of RM629mil in
the second quarter of financial 2022 (2Q22),
rose 4.8% quarter-on-quarter and firmed
71.2% year-on-year respectively.

The results beat expectations, accounting
for 55.3%-62.0% of consensus and Hong
Leong Investment Bank (HLIB) Research esti-
mates, due mainly to higher than projected
realised palm product prices.

HLIB Research also expects a strong out-
look for KLK.

“The KLK management expects strong per-
formance in FY22, supported mainly by a
high near-term CPO price and intensified
mechanisation efforts to result in better per-
formance in the second half of FY22,” the
research house said in its note to clients.

While the hike in raw material prices and

“The KLK management expects strong
performance in FY22, supported mainly by a
high near-term CPO price and intensified
mechanisation efforts to result in better
performance in the second half of FY2

Hong Leong Investment Bank Research

energy costs, coupled with persistent logistic
issues will continue to pose challenges to its
manufacturing segment, HLIB Research said
performance at the segment will still remain
satisfactory in FY22, on the back of robust
demand.

It also raised KLK’s core net profit forecasts
by 16.9% in FY22, 4.2% in FY23 and 2.4% in
FY24 respectively.

This is mainly to account for higher CPO
price assumptions at RM5,500, RM4,500 and
RM4,500 per tonne in FY22, FY23 and FY24
following HLIB Research’s recent upward
revision in CPO price assumptions and higher
CPO production cost assumptions at the
upstream segment.

Hence, HLIB Research maintained a “buy”
on KLK with a higher TP of RM34.16 from
RM32.43 earlier.

CGS-CIMB Research, meanwhile, has
raised its KLK's EPS forecasts by 10%-13%
for FY22-FY24 to reflect higher CPO price
assumptions.

“We expect KLK to deliver higher second
half FY22 net profit, driven by seasonally
higher fresh fruit bunches (FFB) output,” it
said in its latest report.

However, CGS-CIMB Research raised its
sum-of-parts discount from 10% to 15%,
mainly to reflect export policy risk in
Indonesia, which lowered KLK's TP to

28.64.

“The lowering of TP is to reflect the
Indonesia export policy uncertainty,” it noted.

CGS-CIMB  Research, however, said this
could be partially offset by lower sales vol-
umes from Indonesia due to changes to its
export policy, which may have affected its
processing volumes and higher export levy.

“In view of the policy uncertainty, which
we estimate could potentially affect around
50% of KLK's FFB output,” it added.

RHB Research has a new TP for KLK at
RM34.15 from RM31.45 previously.

KLK’s first half FY22 results were above
RHB Research and consensus estimates, it
added.

The research house also expects KLK's
earnings to post a stronger recovery in
2HFY22, given the upliftment of the export
ban in Indonesia, and the higher CPO price
environment.

“The company remains the most inexpen-
sive big-cap planter,” it added.
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RHB Investment
Bank revises
OPR forecast

to 2.25%

for this year

KUALA LUMPUR: RHB Investment Bank

Bhd has revised its Bank Negara overnight

policy rate (OPR) forecast to 2.25% from 2%

for 2022 with another 25-basis-points (bps)

hike to arise in September’s Monetary

Policy Committee meeting, Bernama report-
ed.

In a note, the bank said its end-2023 OPR
forecast is also revised to 2.75% from
2.5%.

“We are relatively more sanguine on the
OPR path in 2022 to 2023 relative to consen-
sus due to factors such as the global food
and oil prices are likely to stabilise if not
consolidate on a sustained basis in the sec-
ond half of 2022.

Energy security, affordability woes

KUALA LUMPUR: The South-East Asian
region continues to face challenges in finding
a balance between energy security, affordabil-
ity and sustainability, as the need to expand
clean and reliable energy access in the region
remains critically important, Bernama report-
ed

Malaysian Gas Association president, Abdul
Aziz Othman said even though the region has
achieved more than 90% electricity penetra-
tion, about 60 million people still lacked access
to electricity.

“Meanwhile, an estimated 230 million peo-
ple remain reliant on solid biomass as cooking
fuel,” he said in a statement in conjunction
with the 28th World Gas Conference, organ-
ised by the International Gas Union (IGU) in
South Korea.

Recognising the pivotal role that natural gas
plays in delivering clean energy and in eco-
nomic recovery, Abdul Aziz said the region
has continued to invest in natural gas produc-
tion and delivery infrastructure, despite eco-
nomic challenges due to the Covid-19 pan-
demic.

He added that construction of several regas-

ification terminals in Asean is ongoing to
continue to expand the distribution networks
in the region.

He noted that natural gas, the cleanest fossil
fuel, will remain an important key source of
energy, especially in South-East Asia where
the energy market is expected to grow rapidly.

“As a dependable and clean fuel that serves
all the energy-consuming sectors, natural gas
will be expected to play a prominent role in
providing cleaner and more reliable energy
sources,” said Abdul Aziz, who is also the
South and South-East Asia regional coordina-
tor for the IGU.

He said as the region is moving away from
coal, most Asean countries have committed to
the National Determined Contributions with
unconditional targets towards achieving its
net-zero commitment by 2050.

“Natural gas will continue to be significant-
ly needed for power generation and will play
a long-term role in providing energy access
and security to the nation, at the same time
helping the region to meet its improved green-
house carbon emissions reduction target,” he
added.

Near-term
headwinds not
a concern for
Leong Hup

PETALING JAYA: Leong Hup International
Bhd's (LHI) financial performance will
improve from the third-quarter 2022 (3Q22)
onwards amid near-term headwinds.

The near-term headwinds include the
government’s recent move to ban the
exports of chicken starting from June 1,
2022 in an attempt to manage food inflation
and ensure food security in the country, will
likely hurt its bottomline. Prices of inputs
particularly, soybean meal and corn were
high but have since weakened since 1Q22,
and this will result in lower feed costs.

Hong Leong Investment Bank Research
believes demand for poultry products will
remain robust as economic activities in all
LHI's operating countries have resumed
with minimal restrictions. LHI's 1Q22
results were disappointing according to
RHB Research as the sharp rise in produc-
tion costs could not be passed on immedi-
ately.

In 1Q22, LHI reported core net income of
RM20.4mil (a 71% decline year-on-year)
due to soaring input cost of livestock and
poultry feed products. However, it expects
margins to normalise going forward, as
costs are gradually passed on and higher
consumption supports a quick earnings
rebound.

It believes LHI is in a good position to
capitalise on the regional consumption
recovery and potential industry consolida-
tion, judging from its well established pres-
ence and solid fundamentals.

RHB said in the longer run it foresees a
consolidation in the regional poultry indus-
try, as the extremely challenging operating
environment caused by the pandemic and
cost inflation should phase out the finan-
cially weaker players. This will pave the
way for larger-scale regional operators with
solid fundamentals and robust expansion
plans like LHI to extend its reach and gain
market share.

It said current valuation may suggest that
most of the negatives are already priced in,
and it believes LHI's presence should place
it in a good position to capture the region’s
poultry consumption recovery.

MIDF Research has a “neutral” stand on
the stock at a target price (TP) of 59 sen a
share.

It said its TP is based on financial year
2022 (FY22) earnings per share of 4.2 sen
pegged to price to earnings ratio of 14 times,
which is the two-year historical average. It
said it likes LHI due to its economies of
scale, vertical integration and geographical
diversification.

HLIB cut its FY22-FY23 core earnings
forecasts by 19.7% and 26.4%, mainly to
account for higher feed cost, finance and
depreciation charges. It downgraded its call
to a “hold” from a “buy earlier, with a TP of
56 sen.

RHB has a “buy” call with a new TP of 61
sen from 83 sen earlier.



