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Rationale for report: Company update 

 
Price RM12.60 
Fair Value RM13.50 
52-week High/Low RM16.12/RM12.44 
 
Key Changes 
Fair value  
EPS Unchanged 
 
YE to Dec FY18 FY19F FY20F FY21F 
     
Revenue (RMmil)  50,392.5    51,037.1  52,025.3   52,944.0  
Net Profit (RMmil)   5,440.0     5,641.4      5,643.0     5,730.2  
EPS (sen)         96.4         100.0         100.0         101.5  
EPS growth (%)      (21.2)            3.7             0.0            1.5  
Consensus net profit (RMmil)     6,278.0     5,655.0    5,863.0    5,761.0  
DPS (sen)        53.3         55.0        60.0         65.0  
PE (x)        13.1         12.6         12.6         12.4  
EV/EBITDA (x)        11.0           9.1             8.9             8.6  
Div yield (%)           4.2             4.4           4.8            5.2  
ROE (%)           9.5            9.5             9.1             8.8  
Net gearing (%)        51.4          50.0          45.1          41.0  
 
Stock and Financial Data  
 
Shares Outstanding (million)  5,644.0 
Market Cap (RM’mil)  71.114.4 
Book value (RM/share)  10.25 
P/BV (x)  1.2 
ROE (%)  9.5 
Net Gearing (%) 51.4 
  
Major Shareholders Khazanah Nasional (28.8%)  

EPF (12.7%) 
 

Free Float (%) 71.2 
Avg Daily Value (RMmil) 56.8 
 
Price performance 3mth 6mth 12mth 
    
Absolute (%) -1.1 -18.1 -20.7 
Relative (%) -6.4 -11.6 -10.8 
 

 
 

Investment Highlights
 
 We are keeping our HOLD recommendation on Tenaga 

Nasional (TNB). Although there is a possibility that the 
government’s energy reforms may not affect TNB 
significantly, we prefer to be cautious until the proposals 
are announced. TNB offered its views during a recent 
company visit meeting.  

 We have a lower DCF-based fair value of RM13.50/share 
vs. RM14.55/share previously (terminal growth rate: 2.0%, 
WACC: 7.9%) for TNB. We have revised TNB’s terminal 
growth rate from 2.5% to 2.0% to account for subdued 
long-term growth prospects.  

 TNB is expected to announce its plans in respect of the 
National Connectivity Plan in early 2QFY19. The board of 
directors is still deliberating on the proposals. Hence, we 
do not know the capex or earnings contribution from the 
project for now.  

 What we know are: (1) TNB will be the wholesaler and not 
the retailer. Hence, the group would only be laying the 
infrastructure between the backbone and the poles outside 
the houses; (2) If TNB proceeds with the project, it would 
be regulated. Hence like the power sector, TNB would 
enjoy a fixed rate or return on the regulated assets; and (3) 
TNB will only be focusing on certain townships if it was to 
proceed with the project. It will not be a nationwide roll-
out. TNB spent about RM5mil on its pilot project in Melaka.   

 We understand that the liberalisation of the power sector 
in Malaysia may not have a major impact on TNB.  

 First, the removal of the single buyer entity from TNB may 
benefit TNB instead of hurting the group. This is because 
TNB would not have to bear fuel risks anymore. The single 
buyer would have to buy electricity from TNB at the agreed 
rates and absorb the energy payments. But the risk of 
whether there would be a fuel pass-through in the form of 
higher or lower tariff would be borne by the single buyer. 
Currently, the single buyer is a ring-fenced entity in TNB, 
which is responsible for purchasing power from different 
power plants. 

 Second, it would not be possible to replicate Singapore’s 
power-pooling model in Malaysia. This is because there is 
no element of capacity payments in Singapore. If power 
pooling is implemented in Malaysia, consumers would 
have to pay capacity payments to power producers. 
Capacity payments are part of the PPA between TNB and 
the power producers. Breaking the PPA may result in a 
default of bond covenants and affect bondholders. In 
Singapore, consumers have the option to buy electricity 
from various parties.  
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EXHIBIT 1:  COAL PRICES (US$/TONNE) 

 
Source: Bloomberg 
 
 
 
 

EXHIBIT 2: LNG PRICES (US$/MMBTU) 

 
Source: Bloomberg 
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TABLE 1 : FINANCIAL DATA 
 Aug Dec Dec Dec Dec 
Income Statement (RMmil, YE 31 Dec) 2017 2018 2019F 2020F 2021F 

      
Revenue 47,416.9  50,392.5  51,037.1  52,025.3  52,944.0  
EBITDA 13,280.5  10,090.5  12,137.6  12,196.3  12,543.7  
Depreciation (6,105.0) (6,491.3) (6,629.3) (6,804.3) (6,790.2) 
Operating income (EBIT) 7,175.5  3,599.2  5,508.4  5,392.0  5,753.5  
Other income & associates 128.3  (182.7) 102.0  105.0  108.2  
Net interest (1,218.4) (1,264.7) (1,854.0) (1,976.0) (1,730.0) 
Exceptional items 0.0  0.0  0.0  0.0  0.0  
Pretax profit 8,265.6  5,046.6  7,260.4  7,263.0  7,375.4  
Taxation (1,369.7) (1,301.6) (1,597.3) (1,597.9) (1,622.6) 
Minorities/pref dividends 8.1  (21.3) (21.7) (22.2) (22.6) 
Profit from discont ops 0.0  0.0  0.0  0.0  0.0  
Net profit 6,904.0  3,723.7  5,641.4  5,643.0  5,730.2  
Core net profit 6,904.0  5,440.0  5,641.4  5,643.0  5,730.2  

      
Balance Sheet (RMmil, YE 31 Dec) 2017 2018 2019F 2020F 2021F 

      
Fixed assets    103,083.7     111,445.5   113,801.5   114,919.6    116,315.2  
Intangible assets               -                 -                  -                  -                  -   
Other long-term assets      11,408.0       11,499.9        11,163.0        11,268.0        11,376.1  
Total non-current assets    114,491.7     122,945.4   124,964.5    126,187.6   127,691.3  
Cash & equivalent       5,056.2        8,369.8          8,250.9          9,879.0        11,270.7  
Stock          828.7        1,295.9          1,295.9          1,295.9          1,295.9  
Debtors       8,962.2        6,873.7          6,873.7          6,873.7          6,873.7  
Other current assets      12,673.6       14,228.9        15,178.7        15,178.7        15,178.7  
Total current assets      27,520.7       30,768.3        31,599.2        33,227.3        34,619.0  
Creditors      10,245.0        9,816.2          9,816.2          9,816.2          9,816.2  
Short-term borrowings       1,808.1        3,927.8          3,927.8          3,927.8          3,927.8  
Other current liabilities       3,273.4        8,127.1          8,127.1          8,127.1          8,127.1  
Total current liabilities      15,326.5       21,871.1        21,871.1        21,871.1        21,871.1  
Long-term borrowings      37,038.4       43,904.6        43,904.6        43,904.6        43,904.6  
Other long-term liabilities      32,062.7       28,886.1        28,886.1        28,886.1        28,886.1  
Total long-term liabilities      69,101.1       72,790.7        72,790.7        72,790.7        72,790.7  
Shareholders' funds      57,111.4       57,837.8        60,666.1        63,495.2        66,368.0  
Minority interests 473.4 1214.1 1235.8 1258.0 1280.5 
BV/share (RM) 10.12 10.25 10.75 11.25 11.76 

      
Cash Flow (RMmil, YE 31 Dec) 2017 2018 2019F 2020F 2021F 

      
Pretax profit 6,895.9  3,745.0  5,663.1  5,665.2  5,752.8  
Depreciation 6,105.0  6,491.3  6,629.3  6,804.3  6,790.2  
Net change in working capital (2,159.0) 3,916.5  1,752.0  1,871.0  1,621.8  
Others 1,843.21  0.0  0.0  0.0  0.0  
Cash flow from operations 12,685.1  14,152.8  14,044.4  14,340.4  14,164.8  
Capital expenditure (12,519.7) (12,145.3) (8,985.3) (7,922.4) (8,185.7) 
Net investments & sale of fixed assets 1,387.9  0.0  0.0  0.0  0.0  
Others (1,553.3) 557.0  0.0  0.0  0.0  
Cash flow from investing (12,685.1) (11,588.3) (8,985.3) (7,922.4) (8,185.7) 
Debt raised/(repaid) 4,478.1  6,290.8  0.0  0.0  0.0  
Equity raised/(repaid) 0.0  0.0  0.0  0.0  0.0  
Dividends paid (2,205.5) (2,933.9) (2,813.1) (2,813.9) (2,857.4) 
Others (1,041.4) (1,821.1) (1,854.0) (1,976.0) (1,730.0) 
Cash flow from financing 1,231.2  1,535.8  (4,667.1) (4,789.9) (4,587.4) 
Net cash flow 1,231.2  4,100.3  392.0  1,628.1  1,391.7  
Net cash/(debt) b/f 3,971.2  4,875.4  7,858.9  8,250.9  9,879.0  
Forex  0.0  (3.0) 0.0  0.0  0.0  
Net cash/(debt) c/f 5,202.4  8,972.7  8,250.9  9,879.0  11,270.7  

      
      
Key Ratios (YE 31 Dec) 2017 2018 2019F 2020F 2021F 

      
Revenue growth (%) 6.5 6.3 1.3 1.9 1.8 
EBITDA growth (%) 1.1 -24.0 20.3 0.5 2.8 
Pretax margins (%) 17.4 10.0 14.2 14.0 13.9 
Net profit margins (%) 14.6 7.4 11.1 10.8 10.8 
Interest cover (x) 10.9 8.0 6.5 6.2 7.3 
Effective tax rate (%) 16.6 25.8 22.0 22.0 22.0 
Net dividend payout (%) 49.9 49.9 49.9 49.9 49.9 
Debtors turnover (days) 69 50 49 48 47 
      

 

Source: Company, AmInvestment Bank estimates 

 



Tenaga Nasional 9 Apr 2019 

AmInvestment Bank Bhd 4 

 
 

 

DISCLOSURE AND DISCLAIMER 

This report is prepared for information purposes only and it is issued by AmInvestment Bank Berhad (“AmInvestment”) 
without regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, 
warranty, representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence 
any one to buy or sell any real estate, securities, stocks, foreign exchange, futures, investment or other products. 
AmInvestment recommends that you evaluate a particular investment or strategy based on your individual circumstances 
and objectives and/or seek financial, legal or other advice on the appropriateness of the particular investment or strategy. 

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at 
the time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair 
and reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they 
are accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this 
report constitute AmInvestment’s views as of this date and are subject to change without notice. Notwithstanding that, 
AmInvestment has no obligation to update its opinion or information in this report. Facts and views presented in this report 
may not reflect the views of or information known to other business units of AmInvestment’s affiliates and/or related 
corporations (collectively, “AmBank Group”).  

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or 
republished for any purpose without AmInvestment’s prior written consent. AmInvestment, AmBank Group and its respective 
directors, officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or 
consequential losses, loss of profits and/or damages arising from the use or reliance of this report and/or further 
communications given in relation to this report. Any such responsibility is hereby expressly disclaimed.  

AmInvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The 
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or 
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which 
may give rise to real or potential conflicts of interest. 

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you 
should have regard to the laws of the jurisdiction in which you are located. 

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to 
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer 
will not be affected. 


