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DESCRIPTION 
 
Major utility provider in Malaysia involved in the 
generation, transmission, distribution and sale of 
electricity. 

 
12-Month Target Price                                     RM14.12 
Current Price                                                    RM12.06 
Expected Return                                                 +17.1% 
 
 
Market                              Main 
Sector                                                         Utilities 
Bursa Code                                                 5347 
Bloomberg Ticker                                            TNB MK 
Shariah-compliant                                                    Yes 
 
 
SHARE PRICE CHART 
 

 
 
52 Week Range (RM)                                 11.80 – 16.12 
3-Month Average Vol (‘000)                                 4,285.1 
 
 
SHARE PRICE PERFORMANCE 
 

 1M 3M 6M 
Absolute Returns -2.7 -11.4 -14.0 
Relative Returns -1.8 -9.8 -12.0 

 
 
KEY STOCK DATA 
  

  
Market Capitalisation (RM m) 
No. of Shares (m) 

68,583.9  
5,686.9 

 
 
MAJOR SHAREHOLDERS 
 

 % 
Khazanah Nasional  
EPF 
Skim Amanah Saham Bumiputera 

27.3 
14.1 

9.1 
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 Share Placement By Khazanah 
 
Bloomberg reported that Khazanah Nasional has sold 85m shares in Tenaga 
Nasional (TNB) at RM12.33 per share. Following this, TNB share price fell by as 
much as 6% yesterday, before settling at -4%. YTD, it has contracted by 21.2%, 
largely due to lower rate of return on regulated asset base (RAB) of 7.3% set in 
the second regulatory period (RP2: 2018-2020), compared to 7.5% in RP1 
(2015-2017). While the incentive based regulation (IBR) framework would cap 
the return on TNB’s regulated assets, we believe its profitability could still be 
improved through cost efficiency and higher return on its non-regulated assets.  
We are maintaining our earnings forecasts with an unchanged DCF-based target 
price of RM14.12. Although yesterday’s sentiment was dragged by news on 
Khazanah’s disposal, TNB’s fundamental remains unaffected and hence, we see 
the weakness in share price as a good opportunity to accumulate. Our TP 
implies an upside potential of 17% and therefore, we upgrade our call from 
Neutral to Trading Buy. Also note that at current market price, TNB’s dividend 
yield of 4% looks attractive.  
 
§ Details on Khazanah’s sale of TNB shares. TNB announced that 

Khazanah has disposed 85m of shares yesterday. This accounted for only 
1.5% stake in TNB, resulting in Khazanah’s shareholding falling to 27.27%, 
from 28.76% previously. Khazanah remains the single largest shareholder of 
TNB. According to Bloomberg, the disposal of shares by Khazanah was 
worth c.RM1bn at a price of RM12.33 per share. This represents a 2% 
discount to its last closing price of RM12.58. Although we believe the 
disposal is part of asset value realisation by Khazanah, TNB remains a 
strategic holding of the Malaysian sovereign wealth fund.  
 

§ Lower rate of return under RP2 was price-in. Share price has contracted 
by 21.2% YTD, largely due to lower rate of return on RAB of 7.3% set in the 
second regulatory period (RP2: 2018-2020), compared to 7.5% in RP1 
(2015-2017). Given that TNB’s market capitalisation has declined by 
RM18.5bn or 21.2% YTD, compared to a loss in revenue of c.RM640m in 
FY18, we feel the selldown is over-rated.  

 
§ Volatility to fuel and generation costs is neutral to TNB. Under the IBR 

framework, any price adjustment on fuel and generation costs from the 
parameters set on its base tariff will be pass-on to consumers under 
imbalance-cost-pass-through (ICPT) mechanism for every 6 months. For the 
upcoming review in June 2019, we believe there is less pressure to hike the 
base tariff on residential customers due to the falling coal prices. In any 
case, we believe there is still remaining funds available (we estimate the 
savings is close to RM1bn, after including the excess revenue collected from 
FY18) in the Kumpulan Wang Industri Elektrik (KWIE) to be used to 
subsidize any residential customer surcharge. 
 

KEY FORECAST TABLE  
FYE Dec (RMm) 4M17A 2018A 2019F 2020F 2021F CAGR 
Revenue 15,692.2 50,392.5 49,894.4 51,013.1 51,063.2 0.4% 
Operating Profit 3,012.8 6,875.6 7,891.5 7,932.6 7,909.4 4.8% 
Pre-tax Profit 2,843.5 5,046.6 6,913.2 6,971.8 7,012.4 11.6% 
Reported Net 
Profit 2,622.3 3,723.7 5,486.7 5,528.2 5,556.5 14.3% 

Core Net Profit 2,312.1 5,464.6 5,486.7 5,528.2 5,556.5 0.6% 
EPS (Sen) 46.4 65.7 96.6 97.3 97.8 14.2% 
P/E (x) 26.0 18.4 12.5 12.4 12.3  
DPS (Sen) 21.4 53.3 48.3 48.7 48.9  
Div Yield (%) 1.8 4.4 4.0 4.0 4.1  

Source: Company, PublicInvest Research estimates, *Forecast excludes forex gains/loss 
*4M17 (i.e. 4 months to Dec 2017) 
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KEY FINANCIAL DATA 
 
INCOME STATEMENT DATA 

FYE Dec (RM m) 4M17A 2018F 2019F 2020F 2021F 
Revenue 15,692.2 50,392.5 49,894.4 51,013.1 51,063.2 

      
Cost of sales -12,679.4 -43,516.9 -42,002.8 -43,080.4 -43,153.8 
Operating Profit 3,012.8 6,875.6 7,891.5 7,932.6 7,909.4 
Other Gains / (Losses) 267.2 -564.3 472.2 452.1 477.1 

Finance Costs -436.5 -1,264.7 -1,450.4 -1,413.0 -1,374.2 
Pre-tax Profit 2,843.5 5,046.6 6,913.2 6,971.8 7,012.4 
Income Tax -235.0 -1,301.6 -1,451.8 -1,464.1 -1,472.6 
Effective Tax Rate (%) 8.3 25.8 21.0 21.0 21.0 
Minorities 13.8 -21.3 25.2 20.5 16.7 

Net Profit* 2,622.3 3,723.7 5,486.7 5,528.2 5,556.5 

Core Net Profit 2,312.1 5,464.6 5,486.7 5,528.2 5,556.5 

      

Growth      
Revenue (%) na 6.3 -1.0 2.2 0.1 

Operating Profit (%) na -26.6 14.8 0.5 -0.3 

Net Profit (%) na -46.1 47.3 0.8 0.5 
Source: Company, PublicInvestResearch estimates 
*Forecast excludes forex gains/losses, 4M17 (i.e. 4 months to Dec 2017) 
 
BALANCE SHEET DATA 

FYE Dec (RM m) 4M17A 2018F 2019F 2020F 2021F 
Property, Plant & Equipment 104,807.6 111,445.5 104,920.3 104,924.6 106,495.8 
Cash and Cash Equivalents 15,905.2 18,304.0 22,813.3 24,898.9 25,374.0 
Receivables 7,143.3 6,873.7 9,430.5 9,641.9 9,651.4 
Other Assets 16,393.9 17,090.5 13,219.1 13,313.0 13,322.8 
Total Assets 144,250.0 153,713.7 150,383.1 152,778.3 154,843.9 

Payables 9,065.2 9,816.2 11,327.5 11,651.8 11,735.4 
Borrowings 41,443.7 47,832.4 38,698.4 37,698.4 36,664.4 
Deferred tax  7,645.7 8,009.3 7,646.0 7,646.0 7,646.0 
Other Liabilities 28,106.4 29,003.9 29,364.2 29,671.1 29,908.8 

Total Liabilities  86,261.0 94,661.8 87,036.1 86,667.2 85,954.6 

Shareholders’ Equity 57,989.0 59,051.9 63,347.0 66,111.1 68,889.4 

Total Equity and Liabilities 144,250.0 153,713.7 150,383.1 152,778.3 154,843.9 
Source: Company, PublicInvestResearch estimates 
*4M17 (i.e. 4 months to Dec 2017) 
 
PER SHARE DATA & RATIOS 

FYE Dec 4M17A 2018F 2019F 2020F 2021F 
Book Value Per Share 10.2 10.4 11.2 11.7 12.2 
NTA Per Share 10.2 10.4 11.2 11.7 12.2 
EPS (Sen) 46.4 65.7 96.6 97.3 97.8 
DPS (Sen) 21.4 53.3 48.3 48.7 48.9 
Payout Ratio (%) 46.1 55.4 50.0 50.0 50.0 
ROA (%) 1.8 2.4 3.6 3.6 3.6 
ROE (%) 4.5 6.3 8.7 8.4 8.1 

Source: Company, PublicInvestResearch estimates 
*4M17 (i.e. 4 months to Dec 2017) 
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RATING CLASSIFICATION 
 

STOCKS 

OUTPERFORM  The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months. 

NEUTRAL  The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months. 

UNDERPERFORM  The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months. 

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but the 
underlying fundamentals are not strong enough to warrant an Outperform call. 

TRADING SELL  The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months. 

NOT RATED  The stock is not within regular research coverage. 

 

SECTOR 

OVERWEIGHT  The sector is expected to outperform a relevant benchmark over the next 12 months. 

NEUTRAL  The sector is expected to perform in line with a relevant benchmark over the next 12 months. 

UNDERWEIGHT  The sector is expected to underperform a relevant benchmark over the next 12 months. 

 

DISCLAIMER 
 
This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be permitted by applicable 
law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of this document. The views/opinions expressed 
herein are subject to change without notice and solely reflects the personal views of the analyst(s) acting in his/her capacity as employee of Public Investment Bank 
Berhad (“PIVB”). PIVB does not make any guarantee, representations or warranty neither expressed or implied nor accepts any responsibility or liability as to its fairness 
liability adequacy, completeness or correctness of any such information and opinion contained herein. No reliance upon such statement or usage by the 
addressee/anyone shall give rise to any claim/liability for loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, 
connected persons/employees, associates or agents.  
 
This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase or subscribe or sell any 
securities, related investments or financial instruments. Any recommendation in this document does not have regards to the specific investment objectives, financial 
situation, risk profile and particular needs of any specific persons who receive it. We encourage the addressee of this document to independently evaluate the merits of 
the information contained herein, consider their own investment objectives, financial situation, particular needs, risks and legal profiles, seek the advice of their, amongst 
others, tax, accounting, legal, business professionals and financial advisers before participating in any transaction in respect of any of the securities of the company(ies) 
covered in this document.  
 
PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may own or have positions in 
the securities of the company(ies) covered in this document or any securities related thereto and may from time to time add or dispose of, or may be materially interested 
in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related companies, associates or agents do and/or seek to do business with the 
company(ies) covered in this document and may from time to time act as market maker or have assumed an underwriting commitment in the securities of such 
company(ies), may sell them or buy them from customers on a principal basis, may have or intend to accommodate credit facilities or other banking services and may 
also perform or seek to perform investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such investment advisory or 
other services from any entity mentioned in this document. The analyst(s) and associate analyst(s) principally responsible for the preparation of this document may 
participate in the solicitation of businesses described aforesaid and would receive compensation based upon various factors, including the quality of research, investor 
client feedback, stock pickings and performance of his/her recommendation and competitive factors. The analyst(s) and associate analyst(s) may also receive 
compensation or benefit (including gift and company/issuer-sponsored and paid trips in line with the Bank’s policies) in executing his/her duties. Hence, the addressee or 
any persons reviewing this document should be aware of the foregoing, amongst others, may give rise to real or potential conflicts of interest. 
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9th Floor, Bangunan Public Bank 
6, Jalan Sultan Sulaiman 
50000 Kuala Lumpur 
T 603 2268 3000 
F 603 2268 3014 
Dealing Line 603 2268 3129 
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