Sime Darby Records Pre-Tax Profit of RM2.2 Billion for 1H Y2010/2011 

Plantation Division registered a higher operating profit on the back of higher CPO price despite negative impact of the weather 
KUALA LUMPUR, 24 February 2011 – Sime Darby Bhd reported a pre-tax profit of RM2.2 billion for the first half of FY2010/2011 ended 31 December 2010, an increase of 24 percent compared to the same period in the previous financial year.
The Group’s stronger overall performance was underscored by the improved performance of the Plantation, Motors, Industrial and Energy & Utilities Divisions, all of which performed better than the previous corresponding period. The improved performance was achieved despite the Plantation Division, the biggest contributor to the Group’s profits, experiencing prolonged rainfall and floods in Malaysia and Indonesia that had affected operations. However, the higher CPO price during the period under review had more than offset the impact of the decline in production.

DIVISIONAL PERFORMANCE

The Plantation Division registered an operating profit of RM1.3 billion in the first half of FY2010/2011, an increase of 5 percent compared to the same period last year driven by higher Crude Palm Oil (CPO) price.  For the half-year period, the Division achieved an average CPO price of RM2,692/MT against RM2,222/MT in the corresponding period last year. During the second quarter of FY2010/2011, the Division achieved an average CPO price of RM2,835/MT. Production of fresh fruit bunches (FFB), yield and oil extraction rate (OER) were lower as the floods continued to affect production in both Malaysia and Indonesia in the second quarter, affecting harvesting and crop evacuation activities. 

The Industrial Division generated an operating profit of RM456 million for the first half of FY2010/2011, a 21 percent increase compared to the same period last year. This was largely due to the stronger performance in Malaysia and China as a result of increasing demand boosted by higher growth in the construction and infrastructure industries.

The Motors Division continued its outstanding performance with an 87 percent increase in operating profit to RM277 million over the same period in the previous year on the back of strong sales growth in China and Malaysia. BMW remained the biggest profit contributor and was the top selling luxury marque in Singapore, Hong Kong and Macau for 2010 where the Group is the sole distributor of BMW vehicles.  In Malaysia, profit growth was attributable mainly to the strong performance of Hyundai.
The Property Division recorded a 26 percent decrease in operating profit to RM132 million in the first half of FY2010/2011 against the previous corresponding period as the contributions from the asset management and hospitality segments were lower given that last year’s results included gains from disposal of a subsidiary. Nonetheless, the property development segment’s profit recorded a 9.4 percent increase to RM121 million.
The Energy & Utilities Division reported an operating profit of RM73 million for the first half of FY2010/2011. This was mainly attributed to the power and utilities businesses. The Oil & Gas business is still focused on its turnaround measures. The priority of the new management team is to complete the ongoing projects on schedule.
Commenting on the overall results, Sime Darby President and Group Chief Executive, Dato’ Mohd Bakke Salleh said “We had a commendable first half considering the weather disruptions experienced in our Malaysian and Indonesian plantations”. Mohd Bakke stated that the main emphasis for the Plantation Division is to enhance operational efficiencies to ensure a swift recovery from the impact of the recent floods. He added that with weather conditions expected to improve in the months ahead and given the current prevailing prices, the division should be able to further improve its performance.

Mohd Bakke also added that he was particularly pleased with the impressive performance of the Motors and Industrial Divisions which registered strong revenue and profit growth across all of our major geographies and product markets. 
On the performance of the Property Division, Mohd Bakke said that the Group is targeting to launch 15 new projects across several townships in the second half of FY2010/2011. The Division is expecting an estimated gross development value (GDV) of about RM1.6 billion from the launches.
For the Industrial Division, he noted that the financial impact of the recent floods in Queensland, Australia would be reflected in the third quarter results of FY2010/2011. However, he expects the Industrial division’s performance for the full financial year will not be severely affected and that the recovery would only be visible by the fourth quarter of this financial year.  Higher demand for equipment rental for repair and maintenance works as well as income from the aftersales business post-flooding will cushion the impact of the delays in equipment deliveries. He also commended the operations team in Australia on the resilience displayed as the branches have recovered quickly from the impact of the floods and are now fully operational.
On another note, he said that the Flagship Subsidiary Boards have been formally established and the first meetings of the respective boards have already taken place.  He was confident that this new set-up will serve as a catalyst in improving risk management and the governance process to ensure a stronger performance for the Group. In addition, the input of the independent directors which include the respective industry experts should also benefit our divisions’ performances.
The Group announced an interim dividend of 8 sen per share for the first half FY2010/2011.
