
1 HLIB Research l www.hlebroking.com 

 

 

14 August 2020 

Results Review & Briefing: 2QFY20 

HLIB Research 
PP 9484/12/2012 (031413) 
 

MISC   

Low Jin Wu 
JWLow@hlib.hongleong.com.my 
(603) 2083 1171 
 

HOLD (Maintain) 

Target Price: RM8.48 

Previously: RM8.48 

Current Price:  RM7.87 

 
Capital upside   7.8%  
Div idend y ield 3.8%  

Expected total return  11.6%  

 

Sector coverage: O&G  

Company description: MISC offers LNG carrier; 

and petroleum and chemical tanker serv ices, as 

well as owns, operates, leases, and maintains 

offshore, floating, production, and offloading 

terminals. 

 
Share price  

 

Historical return (% ) 1M 3M 12M 
Absolute  -0.1 -2.2 9.8 
Relative 1.8 -13.4 10.9 

 
Stock information  
Bloomberg ticker MISC MK 
Bursa code 3816 
Issued shares (m) 4,464 
Market capitalisation (RM m) 35,130 
3-mth average volume (‘000) 3,384 
SC Shariah compliant  Yes 

 
Major shareholders   

Petronas 57.6%  
Employees Prov ident Fund 9.1%  
Amanah Saham Bumiputera 4.2%  

 

Earnings summary  
FYE (Dec) FY19 FY20f FY21f 
PATMI - core (RM m) 1,540 2,017 1,914 
EPS - core (sen) 34.5 45.2 42.9 
P/E (x) 22.8 17.4 18.4 

 

 

 

 

 

 

Weaker 2H20 expected despite strong 1H20 

MISC’s 2QFY20 core profit of RM533.4m (-27.3% QoQ, +30.3% YoY) was within 

our expectations despite consti tuting 60% of our FY20 numbers as we expect 

freight rates to drop further in 2HFY20 from lower activities due to coronavirus.  

Freight rates for both its LNG and petroleum segments have fallen 

consecutively in 2QFY20 with LNG spot rates decreasing by 75% in June from 

its April highs. MISC declared an interim dividend of 7.0sen/share. We maintain 

our HOLD rating with an SOP-derived TP of RM8.48, leaving our earnings 

assumptions unchanged despite its c.15% increase in LNG capacity announced 

in mid-July. We believe that its impending capacity additions would be able to 

offset potentially weaker freight rates in FY21.  

 

Within expectations. MISC recorded core earnings of RM533.4m (-27.3% QoQ, 

+30.3% YoY) after stripping out net impairments or provisions (RM234m), gain on 

disposal (RM21.6m), net unrealized forex losses (RM25.2m) and other EIs (RM3.6m) 

while 1HFY20 earnings stood at RM1267m (+44.2% YoY). The results constituted 

60% of ours’ and 62% of consensus’ FY20 forecasts. We deem this result to be in-line 

with expectations as we expect freight rates to weaken in 2HFY20. Second interim 

dividend of 7.0sen/share (ex-date: 27 Aug 2020, payment: 15 Sep 2020) was 

declared, as expected (vs 7sen in 2Q19). Its current port folio mix for its petroleum 

segment is at 76:24 term to spot.  

 

QoQ: MISC booked in core earnings of RM533.4 ( -27.3% QoQ). The weaker QoQ 

results were primarily attributable to weaker LNG rates due to the coronavirus  

pandemic, which slowed down general demand for LNG.  

 

YoY: Core earnings increased by 30.3% YoY due to its stronger Petroleum segment, 

underpinned by higher freight rates due to the uptick in floating storage amid the 

collapse in oil demand from lockdown measures implemented from coronavirus.  

 

Outlook. Despite the stellar showing in 1HFY20, we expect 2HFY20 results to be 

much weaker as freight rates have already fallen significantly in July as most floating 

storage continues to keep excess tonnage employed. Petroleum tanker rates have 

already fallen significantly from its highs in April as the usage of tankers as floating 

storage has been reduced due to production adjustments to address the oversupply in 

the market and increased tonnage availability amid the gradual unwinding of floating 

storage and weak oil demand. We believe that the recovery in rates are predominantly 

dependent upon the recovery in economic activity and oil demand. However we 

believe that freight rates for both its LNG and Petroleum segment would recover in 

2021 when the spread of the coronavirus dissipates. We also expect its 6 VLEC 

contracts secured in July to provide more support towards its earnings going forward. 

 

Forecast. We maintain our earnings forecast despite MISC’s strong showing in 

1HFY20 as we expect a much weaker 2HFY20 due to lower freight rates from both is 

LNG and Chemical tanker segments. 

 

Maintain HOLD, TP: RM8.48. We maintain our SOP-driven TP of RM8.48. We 

believe that MISC would be able to weather through the fluctuations in charter rates  

for its LNG and Petroleum segment. Despite experiencing lower rates of late, its long 

term charter contracts for its LNG and Petroleum business would still be able to 

provide the Company with sustainable earnings.  
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Figure #1 Quarterly results comparison 

 FYE Dec (RM m) 2QFY19 1QFY20 2QFY20 Q-o-Q  (%) Y-o-Y  (%) 6MFY19 6MFY20 Y-o-Y  (%) 

Turnover 2161.7 2513.8 2186.3 -13.0 1.1 4439.4 4700.1 5.9 

Cost of sales  -1511.3 -1505.7 -1401.1 -6.9 -7.3 -3029.1 -2906.8 -4.0 

Gross profit 650.4 1008.1 785.2 -22.1 20.7 1410.3 1793.3 27.2 

Other operating income  57.5 135.2 1.4 -99.0 -97.6 144.7 136.6 -5.6 

General & admin expenses -223.6 -298.2 -263.7 -11.6 17.9 -478.8 -561.9 17.4 

Operating profit 484.3 845.1 522.9 -38.1 8.0 1076.2 1368.0 27.1 

Exceptional Gains/(Losses) -51.1 -1984.4 -284.4 -85.7 456.6 -9.9 -2268.8 22817.2 

Finance cost -115.6 -95.8 -100.5 4.9 -13.1 -249.8 -196.3 -21.4 

Share of Associates' or JV Income  101.5 89.7 48.0 -46.5 -52.7 144.6 137.7 -4.8 

Pretax profit 419.1 -1145.4 186.0 nm -55.6 961.1 -959.4 nm 

Taxation -17.2 -5.6 -21.7 287.5 26.2 -43.2 -27.3 -36.8 

Minority  interest -2.1 -5.8 135.2 nm nm -7.6 129.4 nm 

Net profit 399.8 -1156.8 299.5 nm -25.1 910.3 -857.3 nm 

Core Net profit 409.4 733.5 533.4 -27.3 30.3 878.7 1266.9 44.2 

Core EPS (sen) 9.2 16.4 11.9 -27.3 30.3 19.7 28.4 44.2 

         

Operating margin (% ) 22.4 33.6 23.9   24.2 29.1  

Pretax margin (% ) 19.4 -45.6 8.5   21.6 -20.4  

Core Net margin (% ) 18.9 29.2 24.4   19.8 27.0  

Effective tax rate (% ) 4.1 -0.5 11.7   4.5 -2.8  

Bursa, HLIB Research          

 

 

 

 

 

 

Figure #2 MISC Segmental Breakdown (USD’m) 

  2QFY19 1QFY20 2QFY20 Q-o-Q  (%) Y-o-Y  (%) 6MFY19 6MFY20 Y-o-Y  (%) 

Turnover         

LNG 158.7 166.4 160.2 -3.7 0.9 311.5 326.6 4.8 

Petroleum & Chemical  239.0 293.7 251.8 -14.3 5.4 525.9 545.5 3.7 

Offshore 62.4 56.9 53.4 -6.2 -14.4 128.4 110.3 -14.1 

Heavy Engineering 66.9 82.8 35.2 -57.5 -47.4 116.5 118.0 1.3 

Others -6.0 1.3 4.2 223.1 nm -4.6 5.5 nm 

Group Turnover 521.0 601.1 504.8 -16.0 -3.1 1077.7 1105.9 2.6 

         

PBT from Operations         

LNG 62.2 77.5 71.4 -7.9 14.8 142.1 148.9 4.8 

Petroleum & Chemical  -1.2 71.0 44.5 -37.3 nm 16.8 115.5 587.5 

Offshore 35.4 49.3 30.8 -37.5 -13.0 68.1 80.1 17.6 

Heavy Engineering -2.1 1.4 -94.2 nm 4385.7 -9.3 -92.8 897.8 

Non Shipping / Eliminations  18.9 2.4 54.9 2187.5 190.5 17.9 57.3 220.1 

Core PBT 113.2 201.6 107.4 -46.7 -5.1 235.6 309.0 31.2 

         

PBT Margin         

LNG 39.2 46.6 44.6   45.6 45.6  

Petroleum & Chemical  -0.5 24.2 17.7   3.2 21.2  

Offshore 56.7 86.6 57.7   53.0 72.6  

Heavy Engineering -3.1 1.7 -267.6   -8.0 -78.6  

Group PBT Margin 21.7 33.5 21.3   21.9 27.9  

Bursa, HLIB Research          
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Figure #3 SOP valuation 

Division Value (RMm) RM/Share Basis 

LNG 15,222.3 3.41  DCF with WACC of 7.0% 

Petroleum 12,937.7 2.90  1.75x PBV 

Offshore 15,424.9 3.46  DCF with WACC of 7.0% 

Heavy Engineering 393.7 0.09  In House Valuation for MMHE at RM0.30/share 

  43,978.6 9.85    

FY19 Net Debts (6,121.4) (1.37)   

Target Price (RM)   8.48   

* No of Shares (m) 4,463.8 

  Exchange Rate USD/RM 4.3 
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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 liabili ty  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 fina ncial, legal or other advice regarding the 
appropriateness of investing in any securities 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 represents a personal 
recommendation 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 employees may, from time to time, own, have positions 
or be materially  interested in any securities mentioned herein or any securities 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 s tric tly  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, are under copyright to Hong Leong Investment Bank Berhad. This research report and its contents 
may not be reproduced, s tored in a retrieval system, redis tributed, transmitted or passed on, directly  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 responsibili ty  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 l ink through the report or Hong Leong 
Investment Bank Berhad website shall be at your own risk. 
 
1. As of 14 August 2020, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:  
(a) -.  
 
2. As of 14 August 2020, 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 guide  

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 guide   

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.   

  

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other qualitative 
measures and situational aspects will also be considered when arriv ing at the final stock rating. Stock rating may also be affected by the market capitalisation of the indiv idual 
stock under rev iew.  

 

 

 

 

 


