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MISC BERHAD (MISC MK)  
 

BUY 
Share Price  RM6.85  

Target Price RM8.40 +22.6% 

Kickstarted Mero 3   

 Price Chart (RM) 

 We attended MISC’s virtual analyst briefing yesterday and we 

left the event rest assured that it is fully prepared to undertake 

and deliver FPSO Mero 3 project seamlessly. 

 We believe the execution risk is low as it has outsourced a large 

chunk of the workscope to credible partners. While this hurts the 

returns, we believe this project will enhance its track record in 

the supply of complex FPSO project hence opening up 

opportunities to secure more projects in the long run. 

 Maintain BUY with unchanged TP of RM8.40. We believe current 

weakness in share price is a good opportunity to accumulate. 

Background of Mero 3 project 

FPSO Mero 3 project is the third FPSO ordered by Libra consortium 

(owned by Petrobras, Total and Shell) for the full field development of 

Libra oil field at the Santos Basin offshore Brazil. The FPSO will be on 

long term charter for 22.5 years beginning 1H2024. It shall contain 

180,000 bpd of oil and 12m cbmpd of gas processing capacity as well 

as 1.4m barrels of oil storage capacity. 

The fruit of 4 years’ preparation 

Efforts to expand its footprint in Brazil has started since 2017 with the 

hiring of personnel with deepwater Brazil experience and it eventually 

more than double the number of corporate employees in the Offshore 

Business unit (OBU). Prior to securing Mero 3 project, it has 

participated in at least 2 bids including Mero 2 project which were 

intended mainly as trial bids to get used to the Brazilian FPSO project.  

Low execution risk 

We believe the execution risk is reduced as it has shifted the 

conversion work to Chinese yard instead of Singaporean yard due to 

former’s familiarity with Brazilian project. Furthermore, it has tied up 

with Aker Energy and Siemens as its technical partners to ensure 

seamless project execution. Accordingly, this lower down project 

returns which is compounded by high local content requirement of 

40%. Management has guided that the capex for the project stands at 

c.USD2bn which is much higher than USD1bn capex for Yinson’s 

Brazilian FPSO project.  

Sacrificing superior returns for long term benefits 

Despite lower return than its peers, we believe MISC will be able to 

leverage on this project to demonstrate its capability to undertake 

complex FPSO projects, hence opening up opportunity to pursue 

projects elsewhere. In fact, it has received several invitations to bid for 

FPSO projects globally following the project award. In the long run, it 

seeks to increase the scope that it can be done in-house to gradually 

improve the return from future FPSO projects.  

 

 

 
 
 
 
 
 
 
 
 
 
 Share Performance (%) 1m 3m 12m 

 Absolute (5.2) (8.4) (6.8) 
 vs FBM KLCI (8.4) (5.8) (8.9) 
  

 Stock Data 

 Mkt Cap (RM) 31,826.5 
 Free float (%) 28.8 
 Issued shares (m) 4,463.75 
 52w H/L (RM) 9.371 / 6.52 
 3m avg daily volume (m) 2,149,121 
   

 Major Shareholders (%) 

 Petronas 57.6 
 EPF 9.4 
 ASB 4.2 
  

 FYE Dec (RM m) FY18 FY19 FY20F FY21F FY22F 

 Turnover 8,780 8,963 10,540 14,985 12,971 
 EBITDA 3,400 3,810 4,912 5,501 5,573 
 Pretax Profit 1,344 1,512 2,445 2,712 2,824 
 Core Profit 1,497 1,669 2,380 2,639 2,756 
 Consensus NP   2,139 2,138 2,220 
 EPS (sen) 33.5 37.4 53.3 59.1 33.5 
 PER (x) 21.2  19.0  13.3  12.0  21.2  
 DPS (sen) 0.30 0.33 0.30 0.30 0.30 
 D. Yield (%) 4.2 4.6 4.2 4.2 4.2 
 P/B (x) 0.9  0.9  0.9  0.9  0.9  
       
       
       
       
       
 Key Ratios (%) 
 ROE  4.3 4.8 6.8 7.2 7.3 
 EBITDA margin 38.7 42.5 46.6 36.7 43.0 
 Pretax margin 15.3 16.9 23.2 18.1 21.8 
 Net margin 17.1 18.6 22.6 17.6 21.3 
 Source: Bloomberg, BIMB Securities 

  

 Azim Faris Ab Rahim, CFA 

 azimfaris@bimbsec.com.my 
 (603) 2613  1734 
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Maintain BUY with unchanged TP of RM8.40 

Reiterate our BUY call on MISC with unchanged SOP-derived TP of RM8.40. We continue to 

like the company due to its (i) recurring income from its asset-leasing business model, (ii) a 

midstream company with potential benefit from oil price crisis, and (iii) above-market 

dividend yield. 

 Table 1: TP derivation breakdown 

Items RM m per share (RM) Remarks 

LNG 17,441.10 3.907 DCF based on WACC of 5.9% 

Petroleum 16,592.97 3.717 DCF based on WACC of 5.9%, Implies 1.2x P/B FY19F  

Offshore 9,241.53 2.070 DCF based on WACC of 5.9%, Including FPSO Mero 3 project 

MMHE 452.53 0.101 Based on in-house TP of RM0.425 

Enterprise value 43,728 9.796  
Add: (Net debt)/cash  (6,121.4) (1.371) As at audited account FY19 

Total equity value  37,607 8.425  

No. of shares (m) 4,464   

Equity value per share (RM) 8.425  Implies FY21F P/B of 1.1x 

Source: BIMB Securities 
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DEFINITION OF RATINGS 

BIMB Securities uses the following rating system:  

   

STOCK RECOMMENDATION 

BUY   Total return (price appreciation plus dividend yield) is expected to exceed 10% in the next 12 months. 

TRADING BUY  Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain. 

HOLD   Share price may fall within the range of +/- 10% over the next 12 months 

TAKE PROFIT  Target price has been attained. Fundamentals remain intact. Look to accumulate at lower levels. 

TRADING SELL  Share price may fall by more than 15% in the next 3 months. 

SELL   Share price may fall by more than 10% over the next 12 months. 

NOT RATED  Stock is not within regular research coverage. 

 

SECTOR RECOMMENDATION 

OVERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to outperform the relevant primary market index 

over the next 12 months 

NEUTRAL The Industry as defined by the analyst’s coverage universe, is expected to perform in line with the relevant primary market index over the 

next 12 months 

UNDERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to underperform the relevant primary market 

index over the next 12 months 

 

Applicability of ratings 

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are 

only applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not 

carry investment ratings as we do not actively follow developments in these companies. 

 

Disclaimer       

The investments discussed or recommended in this report may not be suitable for all investors. This report has been prepared for 

information purposes only and is not an offer to sell or a solicitation to buy any securities. The directors and employees of BIMB Securities 

Sdn Bhd may from time to time have a position in or either the securities mentioned herein. Members of the BIMB Group and their affiliates 

may provide services to any company and affiliates of such companies whose securities are mentioned herein. The information herein was 

obtained or derived from sources that we believe are reliable, but while all reasonable care has been taken to ensure that stated facts are 

accurate and opinions fair and reasonable, we do not represent that it is accurate or complete and it should not be relied upon as such. No 

liability can be accepted for any loss that may arise from the use of this report. All opinions and estimates included in this report constitute 

our judgements as of this date and are subject to change without notice. BIMB Securities Sdn Bhd accepts no liability for any direct, indirect 

or consequential loss arising from use of this report. 
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