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BUY (Maintain) 

Target Price: RM13.60 

Previously: RM12.50 

Current Price:  RM9.38 

 
Capital upside   45.0%  
Div idend y ield 5.3%  

Expected total return  50.3%  

 

Sector coverage: Utility   

Company description: Tenaga generates,  

transmits, distributes, and sells electricity . It also has 

JV & associate stakes in electricity  generation in 

India, Turkey, Pakistan and United Kingdom. 

 
Share price  

 

Historical return (% ) 1M 3M 12M 
Absolute  -3.4 -8.9 -11.4 
Relative 0.8 -4.8 -5.9 

 

Stock information  
Bloomberg ticker TNB MK 
Bursa code 5347 
Issued shares (m) 5,726  
Market capitalisation (RM m) 53,711  
3-mth average volume (‘000) 4,224  
SC Shariah compliant  Yes 
F4GBM Index member Yes 
ESG rating  

 
Major shareholders   

Khazanah Nasional Bhd 25.6%  
Permodalan Nasional Bhd 17.8%  
Employees Prov ident Fund 16.6%  

 
Earnings summary  

FYE (Dec)  FY20   FY21f   FY22f  
PATMI - core (RM m) 4,526  5,145  5,135  
EPS - core (sen) 79.3  90.2  90.0  
P/E (x) 11.8  10.4  10.4  

 

 

Sustaining earnings during the pandemic  

Tenaga’s 3QFY21 core PATMI RM1.5bn (+19.6% QoQ; +14.9% YoY), uplifted 

9MFY21 core PATMI to RM4.2bn, above HLIB expectation (85.8%) and consensus 

(88.5%). The strong 9MFY21 result was mainly attributed to higher than expected 

power generation from Tenaga own power plants. Tenaga is expected to leverage 

on the expected power demand growth in tandem with economic recovery under 

NRP as the government relaxes restrictions and implements its stimulus plans.  

We maintain our BUY recommendation on Tenaga with higher DCFE-derived TP: 

RM13.60 (from RM12.50) post earning adjustments. 

 

Above expectation. Tenaga continued to report a strong 3QFY21 core PATMI at 

RM1.5bn (+19.6% QoQ; +14.9% YoY), which uplifted 9MFY21 core PATMI to RM4.2bn 

(+31.0% YoY). We deem the result above our expectation (85.8%) and consensus 

(88.5%), mainly due to higher than expected power generation from Tenaga owned 

power plants. The group recognised the following EIs in 9MFY21: forex translation gain 

of RM162.4m, and net provisions and impairments (including allowance for doubtful 

debt) of RM1.3bn. 

 

Dividend. None. 

 

QoQ/YoY. Core earnings improved 19.6% QoQ and 14.9% YoY to RM1.5bn mainly  

due lower company tax charges on higher utilization of Reinvestment Allowances during 

the quarter.  

 

YTD. Core earnings jumped 31.0% YTD to RM4.2bn, due to combination of: 1) higher 

electricity sales; 2) lower Tenaga sales discount and contribution for Covid-19; 3) higher 

revenue from good and services; 4) higher net ICPT surcharge and coal price 

adjustments; and 5) higher associate contributions.  

 

RE commitment. Management remains committed towards 35% reduction of 

emissions intensity by 2035 and to achieve net zero emissions by 2050. Tenaga has 

established a New Energy Division, which is tasked to relook its international business 

portfolio including divestment of India and Pakistan power plants and expansion of RE 

in Europe and ASEAN market. Recently, Tenaga has also acquired 49% stake in Blyth 

offshore UK wind farm, which has 41.5MW capacity and further development rights of 

up to 58.4MW. The group is also finalising acquisition of 39% stake in 21.6MW rooftop 

solar project in Vietnam by end 2021. 

 

Outlook. Power demand growth remains healthy at expected +2.9% YoY for 2021 in 

tandem with the recovery of Malaysia’s economy activities as we transition to Phase 4 

of the National Recovery Plan (NRP). Tenaga will leverage onto the growth of EV 

market, anticipating 500k EVs and 18k charging points by 2030.  
 

Forecast. We raised our forecasts by 5.6%, 4.4% and 2.5% for FY21-23 respectively. 

 

Maintain BUY, TP: RM13.60. We maintain BUY on Tenaga with higher DCFE-derived 

TP: RM13.60 (from RM12.50), given stable cash-flow and dividend payout. Tenaga’s  

earnings are expected to sustain its earnings in FY22-23. 
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Financial Forecast
All items in (RM m) unless otherwise stated

Balance Sheet Income Statement

FYE Dec FY19 FY20 FY21f FY22f FY23f FYE Dec FY19 FY20 FY21f FY22f FY23f

Cash 6,292         6,442         7,655         6,558         7,305         Revenue 50,940       43,976       49,512       47,370       49,126       

Investments 8,500         7,438         6,438         7,438         7,438         EBITDA 18,869       19,037       20,593       20,370       20,313       

Receivables 5,501         7,122         7,427         6,869         6,878         EBIT 8,680         8,414         10,012       9,944         10,272       

Inventories 1,925         1,585         1,733         1,658         1,719         Interest income 525            318            203            244            278            

PPE 109,966      112,595      115,502      116,225      117,019      Interest expense (1,656)        (2,081)        (2,284)        (2,266)        (2,203)        

ROU 38,264 34,906       31,419       28,269       25,434       Interest on leases (1,727)        (1,588)        (1,472)        (1,365)        (1,266)        

Others 8,400         10,841       10,976       11,111       11,247       Associates & JV 53              77              180            180            180            

Assets 178,847      180,928      181,149      178,128      177,040      Profit before tax 5,875         5,140         6,639         6,737         7,261         

Tax (877)           (590)           (1,394)        (1,482)        (1,743)        

Payables 9,220         10,534       11,369       10,080       10,435       Net profit 4,998         4,550         5,245         5,255         5,518         

Customer deposits 6,221         6,606         7,427         6,869         6,878         Minority interest 84              (24)             (100)           (120)           (150)           

Debt 45,412       49,453       49,836       48,691       47,103       Core PATMI 5,082         4,526         5,145         5,135         5,368         

Lease liabilities 31,306       28,729       26,165       23,795       21,625       Exceptionals (553)           (933)           0 0 0

Others 27,407       28,157       28,157       28,157       28,157       Reported PATMI 4,529         3,593         5,145         5,135         5,368         

Liabilities 119,566      123,478      122,954      117,591      114,197      

Concensus 4,703         4,866         5,068         

Shareholder's equity 57,982       55,833       56,528       58,810       61,041       HLIB/Consensus (%) 109.4% 105.5% 105.9%

Minority interest 1,300         1,617         1,667         1,727         1,802         

Equity 59,282       57,450       58,195       60,537       62,843       Valuation & Ratios

FYE Dec FY19 FY20 FY21f FY22f FY23f

Cash Flow Statement Reported EPS (sen) 79.6 63.0 90.2 90.0 94.1

FYE Dec FY19 FY20 FY21f FY22f FY23f Core EPS (sen) 89.4 79.3 90.2 90.0 94.1

Profit before taxation 5,875         5,140         6,639         6,737         7,261         Core P/E (x) 3.5 11.8 10.4 10.4 10.0

D&A 10,189       10,622       10,581       10,427       10,041       EV/EBITDA (x) 0.9 1.0 0.9 0.9 0.9

Working capital (1,058)        418            1,202         (1,214)        293            DPS (sen) 100.0 80.0 50.0 50.0 60.0

Taxation (1,610)        (2,945)        (1,394)        (1,482)        (1,743)        Dividend yield (%) 32.0% 8.5% 5.3% 5.3% 6.4%

Others 3,977         188            1,292         1,185         1,086         BVPS (RM) 4.89 5.06 4.64 4.69 4.59

CFO 17,373       13,425       18,320       15,652       16,938       P/B (x) 1.9 1.9 2.0 2.0 2.0

Capex (10,760)      (6,910)        (10,000)      (8,000)        (8,000)        EBITDA margin 37.0% 43.3% 41.6% 43.0% 41.3%

Asset disposal 52 189 0 0 0 EBIT margin 17.0% 19.1% 20.2% 21.0% 20.9%

Net acquisitions 39 14 0 0 0 PBT margin 11.5% 11.7% 13.4% 14.2% 14.8%

Others 1,539 1,016 1,045 (955) 45 Net margin 10.0% 10.3% 10.4% 10.8% 10.9%

CFI (9,130) (5,691) (8,955) (8,955) (7,955)

ROE 8.3% 8.0% 9.2% 8.9% 9.0%

Changes in debt (2,644) 2,005 383 (1,145) (1,588) ROA 2.8% 2.5% 2.8% 2.9% 3.0%

Shares issued 0 0 0 0 0 Net gearing -67.5% -77.0% -74.6% -71.6% -65.2%

Dividends (3,014) (5,236) (4,450) (2,852) (3,138)

Others (7,746) (1,987) (4,086) (3,796) (3,511) Assumptions

CFF (13,403) (5,218) (8,152) (7,794) (8,236) FYE Dec FY19 FY20 FY21f FY22f FY23f

Unit Sale (TWh) 123,252 117,004 119,828 122,143 124,581

Net cash flow (5,160) 2,515 1,213 (1,096) 747 Growth (% yoy) 2.7% -5.1% 2.4% 1.9% 2.0%

Forex 1 (0) 0 0 0 Tariff (Sen/kWh) 40.51 36.99 40.53 38.09 38.74

Others 2,780 (2,365) 0 0 0 Gas $ (RM/mmbtu) 28.0 23.8 20.0 24.0 28.0

Beginning cash 8,671 6,292 6,442 7,655 6,558 Gas Vol. (mmsftd) 1,047 710 767 767 767

Ending cash 6,292 6,442 7,655 6,558 7,305 LNG $ (RM/mmbtu) 34.2 23.8 20.0 24.0 28.0

LNG Vol. (mmsftd) 19 0 5 5 5

Coal $ (US$/T) 80 61 110 80 80

Coal Vol. (MT) 29 35 32 33 34

RM/US$ 4.12 4.22 4.15 4.15 4.15
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Figure #1 Quarterly results comparison 

FYE Dec (RMm) 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9MFY20 9MFY21 YoY (%) 

Revenue 11,106.4  12,442.0  12,975.4  4.3% 16.8% 33,633.9  36,664.1  9.0% 

EBITDA 5,004.6  5,233.2  5,024.4  -4.0% 0.4% 14,310.8  15,812.0  10.5% 

EBIT 2,388.5  2,621.0  2,400.8  -8.4% 0.5% 6,449.4  7,928.2  22.9% 

Net Finance Expense (840.6) (914.6) (873.4) -4.5% 3.9% (2,464.0) (2,671.9) 8.4% 

Associates 6.8  48.4  50.0  3.3% 635.3% 37.8  121.0  220.1% 

PBT Ex Forex & EI 1,554.7  1,754.8  1,577.4  -10.1% 1.5% 4,023.2  5,377.3  33.7% 

Tax (284.7) (499.3) (64.6) -87.1% -77.3% (813.5) (1,128.6) 38.7% 

Less: MI 7.7  (28.5) (44.9)   (33.9) (88.2)  

Core PATMI 1,277.7  1,227.0  1,467.9  19.6% 14.9% 3,175.8  4,160.5  31.0% 

EI (400.2) (492.8) (294.8)   (695.1) (1,298.6)  

Forex 158.2  (59.9) (45.7)   (174.3) (162.4)  

Deferred Tax (26.1) 147.2  (123.6)   74.3  84.5   

Reported PATMI 1,009.6  821.5  1,003.8  22.2% -0.6% 2,380.7  2,784.0  16.9% 

EPS (Sen) 17.7  14.4  17.6  22.2% -0.6% 41.8  48.8  16.8% 

Core EPS (Sen) 22.4  21.5  25.7  19.6% 14.9% 55.7  72.9  30.9% 

         

    ppts ppts   ppts 

Core EBITDA margin (% ) 45.1%  42.1%  38.7%  -3.3 -6.3 42.5%  43.1%  0.6 

Core EBIT margin (% ) 21.5%  21.1%  18.5%  -2.6 -3.0 19.2%  21.6%  2.4 

Core PBT margin (% ) 14.0%  14.1%  12.2%  -1.9 -1.8 12.0%  14.7%  2.7 

Core PATMI margin (% )  11.5%  9.9%  11.3%  1.5 -0.2 9.4%  11.3%  1.9 

Bursa, HLIB Research  

 
 

Figure #2 Regulatory cost adjustments 

 
 Company 
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Figure #3 MFRS 16 accounting impact 

 
 Company 

 

 

Figure #4 Revenue breakdown 

Unit Sales 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9MFY20 9MFY21 YoY (%) 

TNB 10,031.5  11,891.7  11,596.9  -2.5% 15.6% 31,109.2  34,026.1  9.4% 

EGAT (Export) 0.1  0.2  0.1  N.M. N.M. 0.8  0.3  N.M. 

SESB 535.5  578.2  553.4  -4.3% 3.3% 1,607.5  1,650.3  2.7% 

LPL 23.8  20.7  16.1  -22.2% -32.4% 88.3  70.1  -20.6% 

UK Wind 17.8  101.8  96.4  -5.3% 441.6% 17.8  231.3  1199.4% 

UK Solar 142.1  99.4  136.9  37.7% -3.7% 304.6  290.0  -4.8% 

Accrual Account 171.6  (536.3) 342.6  -163.9% 99.7% (44.3) (50.0) 12.9% 

Goods & Serv ices 97.1  207.2  143.1  -30.9% 47.4% 314.7  443.8  41.0% 

Deferred Income 86.9  79.1  89.9  13.7% 3.5% 253.1  233.5  -7.7% 

Total 11,106.4  12,442.0  12,975.4  4.3% 16.8% 33,651.7  36,895.4  9.6% 

Company, HLIB Research  

 

 

Figure #5 Unit electricity sales breakdown by market 

FYE Dec (GWh) 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9MFY20 9MFY21 YoY (%) 

TNB 28,747.9  28,055.1  26,830.8  -4.4% -6.7% 82,283.7  82,738.7  0.6% 

SESB 1,364.9  1,379.7  1,309.9  -5.1% -4.0% 3,958.9  3,976.4  0.4% 

UK Wind 18.1  14.1  11.0  -22.0% -39.2% 67.1  49.5  -26.2% 

UK Solar 31.5  140.0  115.7  -17.4% 267.3% 31.5  305.1  868.6% 

LPL 331.7  398.0  377.6  -5.1% 13.8% 674.3  878.8  30.3% 

Total 30,494.1  29,986.9  28,645.0  -4.5% -6.1% 87,015.5  87,948.5  1.1% 

Company, HLIB Research  

 

 

Figure #6 TNB Peninsular unit sales breakdown by industry 

FYE Dec (GWh) 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9MFY20 9MFY21 YoY (%) 

Industrial 11,478 10,737 10,205 -5.0% -11.1% 31,289 32,235 3.0% 

Commercial 9,347 8,490 7,816 -7.9% -16.4% 26,541 24,836 -6.4% 

Domestic 7,342 8,247 8,218 -0.4% 11.9% 22,837 23,918 4.7% 

Others 581 581 591 1.7% 1.7% 1,717 1,749 1.8% 

Total 28,748 28,055 26,830 -4.4% -6.7% 82,384 82,738 0.4% 

Company, HLIB Research  
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Figure #7 TNB Peninsular fuel generation breakdown 

FYE Dec (GWh) 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9MFY20 9MFY21 YoY (%) 

Gas TNB 5,362.5 8,371.8 7,538.0 -10.0% 40.6% 16,092.3 22,517.6 39.9% 

Gas IPPs 3,377.4 3,431.7 2,561.7 -25.4% -24.2% 11,126.7 8,803.2 -20.9% 

Coal TNB 12,520.3 10,136.7 12,141.2 19.8% -3.0% 37,199.0 33,972.2 -8.7% 

Coal IPPs 8,649.1 7,564.4 6,471.7 -14.4% -25.2% 23,697.2 21,441.4 -9.5% 

Distillate TNB 0.0 0.0 0.0 #DIV/0! #DIV/0! 0.0 47.0 #DIV/0! 

Distillate IPPs 0.0 0.0 0.0 #DIV/0! #DIV/0! 0.0 0.0 #DIV/0! 

Oil TNB 0.0 0.0 31.0 #DIV/0! #DIV/0! 12.9 31.0 140.3% 

Oil IPPs 0.0 0.0 0.0 #DIV/0! #DIV/0! 0.0 0.0 #DIV/0! 

Hydro 1,417.0 1,564.5 1,538.6 -1.7% 8.6% 3,133.2 5,132.3 63.8% 

Solar 203.5 284.0 284.7 0.2% 39.9% 648.2 854.4 31.8% 

Total 31,529.8 31,353.1 30,566.9 -2.5% -3.1% 91,261.3 91,944.7 0.7% 

Company, HLIB Research 

 

 

Figure #8 TNB Peninsular fuel cost breakdown 

FYE Dec (RMm) 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9MFY20 9MFY21 YoY (%) 

Gas TNB 934.3 1,108.3 1,082.5 -2.3% 15.9% 2,946.0 2,843.9 -3.5% 

Gas IPPs 658.1 368.3 430.6 16.9% -34.6% 2,166.9 1,151.1 -46.9% 

LNGs 0.0 0.0 0.0 #DIV/0! #DIV/0! 0.0 0.0 #DIV/0! 

Coal TNB 1,306.4 1,876.0 2,854.0 52.1% 118.5% 4,214.4 6,562.9 55.7% 

Coal IPPs 902.7 1,062.6 1,068.4 0.5% 18.4% 2,813.6 2,922.9 3.9% 

Distillate TNB 19.3 8.7 11.7 34.5% -39.5% 30.0 58.2 94.0% 

Distillate IPPs -5.3 0.0 0.0 #DIV/0! -100.0% 0.0 0.0 #DIV/0! 

Oil TNB 1.0 0.3 0.6 100.0% -40.0% 5.2 1.3 -75.0% 

Oil IPPs 0.0 0.0 0.0 #DIV/0! #DIV/0! 0.0 0.0 #DIV/0! 

Total 3,816.5 4,424.2 5,447.8 23.1% 42.7% 12,176.1 13,540.3 11.2% 

Company, HLIB Research  

 

 

Figure #9 TNB cost breakdown 

FYE Dec (RMm) 3QFY20 2QFY21 3QFY21 QoQ (%) YoY (%) 9MFY20 9MFY21 YoY (%) 

Total IPP Purchases 2,038.9 1,945.5 2,018.9 3.8% -1.0% 6,393.5 5,620.4 -12.1% 

Fuel Costs 2,528.7 2,624.7 2,975.6 13.4% 17.7% 7,845.9 7,651.9 -2.5% 

Repair & Maintenance 497.3 480.1 471.8 -1.7% -5.1% 1,452.3 1,410.0 -2.9% 

Staff costs 1,056.3 993.3 902.4 -9.2% -14.6% 2,915.2 2,851.1 -2.2% 

TNB General Expenses 539.8 408.2 328.2 -19.6% -39.2% 1,322.4 1,096.1 -17.1% 

Others 441.2 530.5 388.4 -26.8% -12.0% 847.9 1,445.3 70.5% 

Depreciation & Amortization 2,616.1 2,612.2 2,623.6 0.4% 0.3% 7,861.4 7,883.8 0.3% 

Total 9,718.3 9,594.5 9,708.9 1.2% -0.1% 28,638.6 27,958.6 -2.4% 

Company, HLIB Research  
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Figure #10 Expected coal consumption 

 
 Company 
 

 

Figure #11 Coal price movements 

 
 Company 
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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 indiv idual circumstances or otherwise represents a persona l 
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 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 prov ide 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 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 link through the report or Hong Leong 
Investment Bank Berhad website shall be at your own risk. 
 
1. As of 26 November 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report: 
(a) -.  
 
2. As of 26 November 2021, 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 rev iew which may or may not result in 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.  

 

 

 

 


