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HOLD (Maintain) 

Target Price: RM1.08 

Previously: RM1.08 

Current Price:  RM1.07 

 
Capital upside   0.9% 
Dividend yield 0.0% 

Expected total return  0.9% 

 

Sector coverage: Plantation  

Company description: FGV is an agricultural and 

agri-commodities company. The company produces 

mainly palm oil, rubber, and sugar products.   

 
Share price  

 
Historical return (%) 1M 3M 12M 
Absolute  -14.4 -5.3 -3.6 
Relative -13.4 -2.1 0.3 

 
Stock information  

Bloomberg ticker FGV MK 
Bursa code 5222 
Issued shares (m) 3,648 
Market capitalisation (RM m) 3,904 
3-mth average volume (‘000) 15,207 
SC Shariah compliant  Yes 

 
Major shareholders   

Lembaga Kemajuan Tanah 21.2% 
Federal Land Development Authority  12.4% 
Urusharta Jamaah Sdn Bhd  8.0% 

 

Earnings summary  

FYE (Dec)  FY19   FY20f   FY21f  
PATMI - core (RM m) 17.6 -135.4 41.9 
EPS - core (sen) 0.5 -4.5 1.1 
P/E (x) 222.2 NM 93.1 

 

 

 

 

 

Expression of interest from Syed Mokhtar  

FGV received an expression of interest from PLSB (a wholly-owned unit by Tan 

Sri Syed Mokhtar Albukhary’s privately-owned Restu Jernih Sdn Bhd), which 

expressed its interest to participate in FGV via an injection of plantation assets 

into FGV. While details remain sketchy at this juncture, the latest development 

could trigger an MGO as PLSB had book value of circa RM1.9bn as at 31 Dec 2018 

(vs. FGV’s book value of circa RM4.2bn as at 31 Dec 2019), and shareholders’ 

approval will be required during EGM. Besides, we note that FGV’s LLA would 

also be a key consideration in this matter. Maintain earnings forecast, SOP-

derived TP of RM1.08 and HOLD rating on the stock for now, given the sketchy 

details thus far. Nevertheless, we believe near-term share price sentiment will be 

lifted arising from the latest development.  

 

Expression of interest from Syed Mokhtar. FGV announced that it has received an 

expression of interest from Perpesctive Lane (M) Sdn Bhd (PLSB), which expressed its 

interest to participate in FGV via an injection of plantation assets into FGV. The board 

wishes to assure shareholders and key stakeholders that it will discharge its fiduciary 

duty in any such deliberation and shall make further announcement if there are further 

material developments in respect of this matter.  

 

More details on PLSB. PLSB is a wholly-owned unit by Tan Sri Syed Mokhtar 

Albukhary’s privately-owned Restu Jernih Sdn Bhd, and owns the Tradewinds group of 

companies, including Tradewinds (M) Bhd (which also owns Padiberas Nasional Bhd), 

Tradewinds Plantations Bhd and Central Sugar Refinery Sdn Bhd). Based on PLSB 

latest audited financial report, it had a book value of RM1.96bn and reported a net profit 

of RM1.06bn in FY12/18.  

 

News of Syed Mokhtar’s interest in FGV had been circulating since Sep-19. We 

note that the news of Tan Sri Syed Mokhtar eyeing on FGV had been circulating since 

Sep-19, which he was reportedly scouting around meeting with financial intuitions (for 

funding of more than RM1bn) to facilitate the acquisition back then (when FGV was 

trading at below RM0.90/share).   

 

Details remain sketchy at this juncture. While details remain sketchy at this juncture, 

the latest development could trigger a mandatory general offer (MGO), as PLSB had 

book value of circa RM1.9bn as at 31 Dec 2018 (vs. FGV’s book value of circa RM4.2bn 

as at 31 Dec 2019), and shareholders’ approval will be required during the Extraordinary 

General Meeting (EGM). Besides, we note that land lease agreement (LLA) would also 

be a key consideration in this matter. 

 

Forecast. Maintain, as details remain sketchy at this juncture.  

 

Maintain HOLD; TP: RM1.08. We maintain our HOLD rating on FGV, with an 

unchanged SOP-derived TP of RM1.08 (see Figure #1), given the sketchy details 

provided thus far. Nevertheless, we believe near-term share price sentiment will be 

lifted arising from the latest development.  
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Financial Forecast
All items in (RM m) unless otherwise stated

Balance Sheet Income Statement

FYE Dec FY18 FY19 FY20f FY21f FY22f FYE Dec FY18 FY19 FY20f FY21f FY22f

Cash 1,220.4      1,617.6      1,391.0      1,422.5      1,341.8      Revenue 13,464.5    13,259.0    13,465.5    14,026.6    14,130.1    

Receivables 1,312.1      1,300.0      1,436.3      1,496.2      1,507.2      EBITDA (128.4)       518.5         787.4         979.4         1,016.3      

Inventories 2,063.2      1,313.0      1,346.6      1,402.7      1,413.0      Operating profit (815.4)       (194.0)       65.6           259.5         290.3         

PPE 8,501.2      8,190.1      8,178.9      8,168.6      8,251.1      Finance cost (168.5)       (158.1)       (175.7)       (141.3)       (141.3)       

Others 3,529.9      3,067.1      3,061.5      3,062.0      3,130.5      Associates & JV (41.0)         13.2           5.0             10.0           10.0           

Assets 16,626.7    15,487.9    15,414.4    15,551.9    15,643.6    Profit before tax (1,025.0)    (338.8)       (105.1)       128.2         159.0         

Zakat and taxation (118.6)       (32.3)         25.2           (30.8)         (38.2)         

Payables 1,227.8      907.0         961.8         1,001.9      1,009.3      PAT (1,143.6)    (371.2)       (79.9)         97.5           120.8         

Debt 5,403.2      4,907.1      4,907.1      4,907.1      4,907.1      Minority interest 62.7           125.0         (55.5)         (55.5)         (55.5)         

Others 5,463.3      5,486.5      5,474.5      5,474.5      5,474.5      Reported PATMI (1,080.9)    (246.2)       (135.4)       41.9           65.3           

Liabilities 12,094.3    11,300.5    11,343.4    11,383.5    11,390.9    Exceptionals 920.5         263.7         -            -            -            

Core PATMI (160.4)       17.6           (135.4)       41.9           65.3           

Shareholder's equity 4,465.2      4,173.2      4,001.3      4,043.2      4,072.0      

Minority interest 2,138.6      1,927.1      1,982.6      2,038.2      2,093.7      Consensus core PATMI 106.2         183.3         158.7         

Equity 6,603.8      6,100.3      5,983.9      6,081.4      6,165.7      HLIB/ Consensus NM 22.9% 41.2%

Cash Flow Statement Valuation & Ratios

FYE Dec FY18 FY19 FY20f FY21f FY22f FYE Dec FY18 FY19 FY20f FY21f FY22f

PAT (1,143.6)    (371.2)       (79.9)         97.5           120.8         Core EPS (sen) (4.4)           0.5             (4.5)           1.1             1.8             

D&A 687.1         712.5         721.8         719.9         726.1         P/E (x) NM 222.2         NM 93.1           59.8           

Working capital (177.2)       849.0         (115.0)       (75.9)         (14.0)         EV/EBITDA (x) (63.4)         15.7           NM 8.3             8.0             

Taxation (48.4)         39.6           25.2           (30.8)         (38.2)         DPS (sen) -            1.0             -            1.0             1.0             

Others 1,571.8      681.9         133.5         162.0         102.3         Dividend yield -            0.9             -            0.9             0.9             

CFO 889.7         1,911.8      685.6         872.7         897.1         BVPS (RM) 1.2             1.1             1.2             1.1             1.1             

P/B (x) 0.9             0.9             0.9             1.0             1.0             

Capex (958.7)       (620.9)       (700.0)       (700.0)       (800.0)       

Others 149.5         141.7         -            -            -            EBITDA margin -1.0% 3.9% 5.8% 7.0% 7.2%

CFI (809.2)       (479.2)       (700.0)       (700.0)       (800.0)       Operating margin -6.1% -1.5% 0.5% 1.9% 2.1%

PBT margin -7.6% -2.6% -0.8% 0.9% 1.1%

Changes in debt (93.8)         (497.3)       -            -            -            Net margin -1.2% 0.1% -1.0% 0.3% 0.5%

Shares issued -            -            -            -            -            

Dividends -            -            (36.5)         -            (36.5)         ROE -2.4% 0.3% -2.3% 0.7% 1.1%

Others (645.0)       (481.0)       (212.2)       (182.5)       (182.5)       ROA -1.0% 0.1% -0.9% 0.3% 0.4%

CFF (738.7)       (978.3)       (248.7)       (182.5)       (219.0)       Net gearing 93.7% 78.8% 87.9% 86.2% 87.6%

Net cash flow (658.3)       454.3         (263.1)       (9.8)           (121.9)       Assumptions

Forex (2.1)           (1.6)           -            -            -            FYE Dec FY20f FY21f FY22f

Others 0.6             0.2             -            -            -            12.8           13.5           13.0           

Beginning cash 1,693.3      1,096.0      1,568.4      1,341.9      1,373.3      21.0% 21.0% 21.0%

Ending cash 1,096.0      1,568.4      1,341.9      1,373.3      1,292.6      5.4% 5.4% 5.4%

Average selling prices (RM/mt)

FFB 420            438            438            

CPO 2,350         2,400         2,400         

PK 1,410         1,560         1,560         

FFB y ield (mt/ha)

OER

PKER

Replanting (ha)
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Figure #1 Sum-of-parts valuation 
Business Basis RMm 

Plantation  EV/ha of RM18k 6,340.6 

51% stake in MSM Based on 0.3x P/B  485.0 

Logistic & others 6x FY20 earnings 418.6 

    7,244.2 

Net debt    -3,289.4 

Equity value   3,954.8 

Issued shares (m)   3,648.2 

TP (RMm)   1.08 
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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 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 individual 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 provide advisory, investment or other services for or do business with any companies or entities mentioned in this report. In 
reviewing 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, are 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, directly or indirectly, to any person or published in whole or in part, or altered 
in any way, for any purpose. 

This report may provide 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 provided 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 16 October 2020, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report: 
(a) -.  
 
2. As of 16 October 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 +10% 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 review which may or may not result in a change from the previous 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 arriving at the final stock rating. Stock rating may also be affected by the market capitalisation of 
the individual stock under review.  

 

 

 

 

 

 


