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BUY (Maintain) 

Target Price: RM3.08 

Previously: RM3.08 

Current Price:  RM2.15 

 
Capital upside   43.3%  
Div idend y ield 5.5%  

Expected total return  48.7%  

 

Sector coverage: Chemicals/ Industrial products  

Company description: CCM is primarily  involved 

in the manufacturing of caustic soda, chlorine and  

polymers  

 
Share price  

 

Historical return (% ) 1M 3M 12M 
Absolute  12.0 16.8 10.8 
Relative 12.7 20.6 25.3 

 
Stock information  
Bloomberg ticker CCM MK 
Bursa code 2879 
Issued shares (m) 167 
Market capitalisation (RM m) 358 
3-mth average volume (‘000) 323 
SC Shariah compliant  Yes 

 
Major shareholders   

PNB 48.9%  
Amanah Saham Malaysia 4.8%  
Billion Victory Sdn Bhd 3.6%  

 
Earnings summary  
FYE (Dec) FY18A FY19f FY20f 
PATMI - core (RM m)  31.2 39.7 43.2 
EPS - core (sen)       18.5 23.7 25.8 
P/E (x) 11.6 9.1 8.3 

 

 

PGW1 reactivation is the real deal 

We spoke with management recently. PGW1 reactivation is coming along as 

scheduled. The additional capacity (+50% YoY) will replace c.28% of domestic 

imports. Moving forward, caustic soda prices are expected to have an upward 

bias on the back of regional statutory shutdowns and resumption of imports 

into India. Maintain BUY and TP of RM3.08. 

 

We recently spoke with management to touch base on CCM; the following are some 

of the key takeaways. 

 
Caustic soda. Moving forward we can expect ASP for caustic soda to have an 

upward bias on the back of expected (1) production moderation in China due to a 
recent explosion in Tianjiayi Chemical factory  in eastern Jiangsu province (reported 
78 casualties) resulting in greater scrutiny by Chinese authorities, (2) Japan and 

Korea manufacturers expected to undertake a 6 week statutory shut down for 
maintenance come April-May and (3) major importers have received their BIS 
certification signalling exports to India  (c.30% of Japan’s export volumes) to resume 

thus diverting cargoes away from ASEAN.    
 
PGW1. PGW1 reactivation remains on track for early 2H19. We expect a progressive 
ramp up in production given the new plant will take some time for testing, 
commissioning before it can run up to speed. Nonetheless, PGW1 will be the main 

driver of earnings for the group moving forward. We expect the capacity installed (20k 
ECU or 50% increase in total capacity) will replace c.28% of imports for caustic soda 
(total imports c.143,000 MT p.a.) and completely replace acids imports in the country 

(c.43,000 MT p.a.). PGW1 allows CCM to better position itself to take advantage of 
market dynamics which remains in a supply deficit whilst demand is growing.  

 

Kleeners. CCM is also expanding their capacity for Kleeners which are essentially a 

cleaning solution for ceramic formers supplied to the glove makers. By 1Q20 their 

Bangi factory will house an additional 10,800 MT p.a (+90% YoY) in increased 

production capacity. The expansion will be funded internally with the bulk of the capex 

spent on storage tanks. In FY18 Kleeners accounted for c.RM15m in sales or 17% of 

total sales from the polymers division.  

 
1Q19 expectations. Seasonally 1Q is expected to be a weaker quarter by virtue of 

having fewer working days. Furthermore, some of the oleo-chemical plants and clients 
in general would undertake their statutory shutdowns during the CNY week. Thus 
volumes would also be lower. We can also expect a lower YoY in 1Q19 vs 1Q18; 

recall that caustic soda ASP was circa USD650/MT in 1Q18 vs USD382/MT in 1Q19. 
On the polymers side we also expect a weaker quarter on the back of pre stocking in 
4Q18. 
 

USDMYR. The polymers segment is dollar bound and has an inverse relationship with 

USD. A higher USD will result in lower gross margins as c.85% of input costs are 

denominated in USD. For the chemicals segment, caustic soda benefits from strong 

USD as its input cost are denominated in RM but ASP is referenced to the USD. We 

estimate that a +1% change in USDMYR would result in a +0.7%-0.8% uptick in 

earnings for CCM. 

 

RAPID. CCM was recently awarded a 3 year contract to supply 351,000 MT of caustic 

soda (contract value of RM315.9m at current prices) to Petronas.  We were surprised 

by the timing of the announcement of the tender result as we had anticipated a delay, 

given the recent explosion in Pengerang. The sheer size of the volumes awarded 

highlights Petronas’ confidence in CCM. The contract award validates our thesis that 

CCM is an undervalued alternative proxy to the RAPID play relative to Dialog (TP: 

RM3.76 – FY19-20 PER of 42.1x-34.3x). 

1550

1600

1650

1700

1750

1800

1850

1900

1950

0.0
0.2
0.4
0.6
0.8
1.0
1.2
1.4
1.6
1.8
2.0
2.2
2.4
2.6

May-18 Jul-18 Sep-18 Dec-18 Feb-19 Apr-19

Pts(RM)

CCM (LHS) KLCI (RHS)

mailto:sheikh@hlib.hongleong.com.my


Chemical Company of Malaysia l Company Update                                                                                                                                                                

2 HLIB Research l www.hlebroking.com 

 

 

Forecast. Unchanged.  

 

Maintain BUY, TP: RM3.08. Our TP is a function of FY19 EPS of 23.7 sen pegged to 

a PE multiple of 13x. The stock is currently trading at an attractive FY19-20 PER of 

9.1x-8.3x with an implied dividend yield of 5.5%-6.0%. CCM remains an 

underappreciated proxy to the glove sector and RAPID integrated petroleum complex.  

At this juncture the turnaround and growth story remains intact. 

 
Figure #1 Financial forecast summary 

FYE Dec (RM m)  FY16 FY17 FY18 FY19f FY20f 

Revenue  296.37 370.71 395.94 403.80 429.72 

EBITDA  72.47 103.72 97.29 87.47 96.09 

EBIT 22.28 56.49 74.43 61.23 66.11 

PBT -21.92 14.73 51.40 52.29 56.88 

PAT -7.79 -2.65 30.77 39.74 43.23 

PATMI – Core  -30.56 3.16 31.19 39.74 43.23 

PATMI – Reported  -63.62 -5.24 25.71 39.74 43.23 

%  change YoY – Core PATMI  N/A N/A N/A N/A N/A 

HLIB/ Consensus (% ) – Core PATMI  N/A N/A N/A N/A N/A 

Core EPS (sen) -3.85 -1.10 18.49 23.68 25.76 

P/E (x) NM NM 11.60 9.10 8.30 

EV/EBITDA (x)  17.05 7.86 4.84 4.65 4.00 

DPS (sen)  5.0 2.5 9.00 11.8 12.9 

Yield (% ) 2.3%  1.2%  4.2%  5.5%  6.0%  

BVPS (RM/share)  1.68 1.86 1.91 2.10 2.25 

P/B (x)  1.16 1.05 1.02 0.93 0.87 

ROE (% ) -4%  11%  10%  12%  12%  

Net Gearing (% ) 45%  109%  18%  20%  24%  
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Disclaimer 
 
The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently  
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability  of the info or opinions in the report.  

Accordingly , neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability  whatsoever for any 
direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication. 

Any information, opinions or recommendations contained herein are subject to change at any time without prior notice. Hong Leong Investment Bank Berhad has no 
obligation to update its opinion or the information in this report.  

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the 
appropriateness of investing in any securites or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal, 
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your indiv idual circumstances or otherwise represent a personal 
recommndation to you.  

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.   

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employeees may, from time to time, own, have 
positions or be materially  interested in any securities mentioned herein or any securites related thereto, and may further act as market maker or have assumed underwriting 
commitment or deal with such securities and prov ide advisory, investment or other serv ices for or do business with any companies or entities mentioned in this report. In 
rev iewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests. 

This research report is being supplied to you on a strictly  confidential basis solely  for your information and is made strictly  on the basis that it will remain confidential. All 
materials presented in this report, unless specifically  indicated otherwise, is under copyright to Hong Leong Investment Bank Berhad. This research report and its contents 
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, direclty  or indirectly , to any person or published in whole or in part, or altered in 
any way, for any purpose. 

This report may prov ide the addresses of, or contain hyperlinks to, websites. Hong Leong Investment Bank Berhad takes no responsibility  for the content contained therein. 
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are prov ided solely  for your convenience. 
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong 
Investment Bank Berhad website shall be at your own risk. 
 
1. As of 09 May 2019, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report: 
(a) -.  
 
2. As of 09 May 2019, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report: 
(a) -. 
 

Published & printed by:  
Hong Leong Investment Bank Berhad (10209-W) 
Level 28, Menara Hong Leong, 
No. 6, Jalan Damanlela,  
Bukit Damansara,  
50490 Kuala Lumpur 
Tel: (603) 2083 1800  
Fax: (603) 2083 1766 

 

Stock rating definitions  

BUY Expected absolute return of +10%  or more over the next 12-months.  

HOLD Expected absolute return of -10%  to +15%  over the next 12-months.  

SELL Expected absolute return of -10%  or less over the next 12-months.  

UNDER REVIEW Rating on the stock is temporarily  under rev iew which may or may not result to a change from the prev ious rating.  

NOT RATED  Stock is not or no longer within regular coverage.  

  

Sector rating definitions  

OVERWEIGHT  Sector expected to outperform the market over the next -12 months.   

NEUTRAL Sector expected to perform in-line with the market over the next -12 months.   

UNDERWEIGHT Sector expected to underperform the market over the next -12 months.   

 

 

 

 

 


