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TENAGA NASIONAL BERHAD Outperform

DESCRIPTION

Major utility provider in Malaysia involved in the generation,

transmission, distribution and sale of electricity.

12-Month Target Price RM12.42
Current Price RM9.38
Expected Return +32%
Market Main
Sector Utilities
Bursa Code 5347
Bloomberg Ticker TNB MK
Shariah-compliant Yes

SHARE PRICE CHART
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52 Week Range (RM) 9.29-10.71
3-Month Average Vol (‘000) 4,188.3

SHARE PRICE PERFORMANCE

iM 3M 6M

Absolute Returns -3.3 -3.2 -2.9

Relative Returns 0.5 -5.5 -2.1

KEY STOCK DATA

Market Capitalisation (RM m) 58,978.7

No. of Shares (m) 5,726.1
MAJOR SHAREHOLDERS

%

Khazanah Nasional 25.6

EPF 17.7

Skim Amanah Saham Bumiputera 15.1

Tan Siang Hing
T 603 2268 3011
F 603 2268 3014
E tan.sianghing@publicinvestbank.com.my

No Surprises

Tenaga Nasional (TNB) registered 3QFY21 headline net profit of RM1,048.7m
(+4.7% YoY, +23.4% YoY) which was within our and consensus estimates.
YTD Group core net profit of RM3,384.5m (+18.6% YoY) constituted ¢.73%
and ¢.72% of our and consensus full year estimates. Electricity revenue grew
by 1.1% YoY while subsidiaries’ performance improved as more businesses
were allowed to operate during this current Movement Control Order.
Correspondingly, EBIDTA margin improved to 40.9 % (as compared to 39.0%
in 9MFY20). Gearing is still healthy at 46.3%. No change to our earnings
estimates and Outperform call, with DCF-derived TP also unchanged at
RM12.42.

§ O9MFY21 revenue rose 9.6% mainly due to higher sales of electricity
(+9.5% YoY) which included the Imbalanced Cost Pass-Through (‘'ICPT’)
which was in an under-recovery position of RM1,300.8m as compared to
an over-recovery position of RM1,479.2m a year ago. This was mainly due
to higher generation cost. During the quarter, higher share of result of
associates was contributed mainly by Jimah Energy Venture and full
impairment of GMR in 1QFY’21. Meanwhile, higher finance cost was
mainly due to the commissioning of Southern Power Generation (SPG) in
February 2021

§ Generation cost in 3QFY21 rose by 21% QoQ mainly due to rising coal
prices. QoQ, coal prices (c.72% of TNB'’s fuel cost) rose 33.5% while gas
prices (c.28% of fuel cost) were still steady, only increasing marginally by
2.5% Qo0Q. As such, operating expenses increased from RM9,555.2m in
3QFY20 to RM10,821.6m in the current quarter mainly due to higher
generation cost. As for capital expenditure (capex), the Group has spent
RM5,326m YTD, out of the RM9.5bn allocated for FY21, of which
RM7.3bn is earmarked for regulated recurring capex and the remaining
RM2.2bn for others.

KEY FORECAST TABLE

FYE Dec 2019A 2020A 2021F 2022F 2023F CAGR
(RM m)

Revenue 50,939.7  43,976.0 48,850.1 49,583.6 50,330.2 -0.3%
Ope_rating 8,206.8 7,358.8 9,084.5 9,115.8 9,356.0 3.3%
E:Zflttax Profit 5,477.7 4,235.4 5,884.5 5,946.5 6,491.0 4.3%
Reported NP 4,529.2 3,592.7 4,633.2 4,151.0 4,531.1 0.0%
Core Net Profit 4,637.3 3,985.7 4,633.2 4,151.0 4,531.1  -0.6%
EPS (Sen) 79.6 63.1 81.5 73.0 79.7 0.0%
P/E (X) 11.8 14.9 11.5 12.9 11.8

DPS (Sen) 100.0 80.0 40.7 36.5 39.8

Div Yield (%) 10.7 8.5 4.3 3.9 4.2

Source: Company, Publicinvest Research estimates, *Forecast excludes forex gains/loss
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Table 1 : Results Summary

YovY QoQ Yoy
EYE Dec (RMm) FY% FY% FY%? ch chg F% F% chg

(%) (%) E— E— (%)
Revenue 12,441.0 10,890.8 11,478.0 14.2 8.4 23,919.0 22,545.3 6.1
Operating expenses -10,057.8 -9,138.6  -9,146.5 10.1 10.0 -19,204.3  -18,683.2 2.8
Net loss on impairment of financial instruments -487.2 -60.0 -180.4 712.0 170.1 -667.6 -161.6 313.1
Other operating income 227.3 130.0 176.7 74.8 28.6 404.0 345.5 16.9
Operating profit 2,123.3 1,822.2 2,327.8 16.5 -8.8 4,451.1 4,046.0 10.0
Forex gain / (loss) -33.5 59.4 -98.5 -156.4 -66.0 -132.0 -343.4 -61.6
Share of results of JVs & associates 48.4 15.3 22.6 216.3 114.2 71.0 31.0 129.0
EBIT 2,138.2 1,896.9 2,251.9 12.7 -5.0 4,390.1 3,733.6 17.6
Finance income 64.0 89.4 48.0 -28.4 33.3 112.0 193.1 -42.0
Finance cost -978.6 -918.5 -931.9 6.5 5.0 -1,910.5 -1,816.5 5.2
FV of financial instruments -21.5 -23.1 109.3 -6.9 -119.7 87.8 -49.1 -278.8
Pre-tax profit 1,202.1 1,044.7 891.6 15.1 34.8 2,679.4 2,061.1 30.0
Taxation & zakat -352.1 -368.7 -503.8 -4.5 -30.1 -855.9 -648.4 32.0
Net profit 850.0 676.0 958.7 25.7 -11.3 1,808.7 1,393.9 29.8
Core net profit 883.5 780.5 1,394.0 13.2 -36.6 2,277.5 2,000.3 13.9
Operating Profit Margin 17.1% 16.7% 20.3% 18.6% 17.9%
PBT Margin 9.7% 9.6% 7.8% 11.2% 9.1%
Net Profit Margin 6.8% 6.2% 8.4% 7.6% 6.2%
Effective Tax Rate -29.3% -35.3% -56.5% -31.9% -31.5%

Yoy QoQ Yoy
EYE Dec (RM m) FY% FY% FY%? Cha chg F% F% chg

(%) (%) — E— (%)
Revenue 12,975.4 11,106.4 12,4410 16.8 43 36,8944  33,651.7 9.6
Operating expenses -10,821.6 -9,555.2 -10,057.8 13.3 7.6 -30,025.9 -28,238.4 6.3
Net loss on impaiment of financial instruments -239.3 -180.1 -487.2 32.9 -50.9 -906.9 -341.7 165.4
Other operating income 144.4 486.7 227.3 -70.3 -36.5 548.4 832.2 -34.1
Operating profit 2,058.9 1,857.8 2,123.3 10.8 -3.0 6,510.0 5,903.8 10.3
Forex gain / (loss) -58.3 149.6 -33.5 -139.0 74.0 -190.3 -193.8 -1.8
Share of results of JVs & associates 50.0 6.8 48.4 635.3 33 121.0 37.8 220.1
EBIT 2,050.6 2,014.2 2,138.2 1.8 4.1 6,440.7 5,747.8 12.1
Finance income 47.7 76.4 64.0 -37.6 -25.5 159.7 269.5 -40.7
Finance cost -921.1 -917.0 -978.6 0.4 -5.9 -2,831.6 -2,733.5 3.6
FV of financial instruments 59.7 109.1 -21.5 -45.3 -377.7 147.5 60.0 145.8
Pre-tax profit 1,236.9 1,282.7 1,202.1 -3.6 2.9 3,916.3 3,343.8 17.1
Taxation & zakat -188.2 -280.8 -352.1 -33.0 -46.5 -1,044.1 -929.2 124
Net profit 1,048.7 1,001.9 850.0 4.7 23.4 2,857.4 2,395.8 19.3
Core net profit 1,107.0 852.3 883.5 29.9 253 3,384.5 2,852.6 18.6
Operating Profit Margin 15.9% 16.7% 17.1% 17.6% 17.5%
PBT Margin 9.5% 11.5% 9.7% 10.6% 9.9%
Net Profit Margin 8.1% 9.0% 6.8% 7.7% 7.1%

Source: Company
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KEY FINANCIAL DATA

FYE Dec (RM m) 2019A 2020A 2021F 2022F 2023F
Revenue 50,939.7 43,976.0 48,850.1 49,583.6 50,330.2
Cost of sales -42,732.9 -36,617.2 -39,765.6 -40,467.7 -40,974.2
Operating Profit 8,206.8 7,358.8 9,084.5 9,115.8 9,356.0
Other Gains / (Losses) -1,073.6 227.6 -1,330.1 -1,352.2 -1,094.9
Finance Costs -1,655.5 -3,351.0 -1,869.9 -1,817.2 -1,770.1
Pre-tax Profit 5,477.7 4,235.4 5,884.5 5,946.5 6,491.0
Income Tax -1,032.7 -619.0 -1,235.8 -1,783.9 -1,947.3
Effective Tax Rate (%) 18.9 14.6 21.0 30.0 30.0
Minorities 84.2 -23.7 -15.6 -11.5 -12.6
Net Profit 4,529.2 3,592.7 4,633.2 4,151.0 4,531.1
Core Net Profit 4,637.3 3,985.7 4,633.2 4,151.0 4,531.1
Growth

Revenue (%) 1.1 -13.7 11.1 15 15

Operating Profit (%) 19.4 -10.3 23.5 0.3 2.6
Net Profit (%) 21.6 -20.7 29.0 -10.4 9.2

Source: Company, PubliclnvestResearch estimates

BALANCE SHEET DATA

FYE Dec (RM m) 2019A 2020A 2021F 2022F 2023F
Property, Plant & Equipment 109,966.0 112,596.1 109,453.7 109,256.5 108,861.7
Cash and Cash Equivalents 14,251.6 13,415.4 22,339.7 27,724.9 33,407.8
Receivables 4,760.5 6,893.7 4,565.2 4,633.8 4,703.5
Other Assets 49,869.1 48,528.1 41,848.9 38,122.5 34,372.2
Total Assets 178,847.2 181,433.3 178,207.5 179,737.6 181,345.3
Payables 9,220.3 10,534.1 8,244.5 8,448.3 8,532.9
Borrowings 45,411.7 49,452.6 40,932.4 39,898.4 38,865.4
Deferred tax 7,783.0 7,805.8 7,783.0 7,783.0 7,783.0
Other Liabilities 58,450.4 56,190.9 58,901.5 59,186.3 59,476.8
Total Liabilities 120,865.4 123,983.4 115,861.4 115,316.1 114,658.2
Shareholders’ Equity 57,981.8 57,449.9 62,346.0 64,421.5 66,687.1
Total Equity and Liabilities 178,847.2 181,433.3 178,207.5 179,737.6 181,345.3

Source: Company, PubliclnvestResearch estimates

PER SHARE DATA & RATIOS

EYE Dec 2019A 2020A 2021F 2022F 2023F
Book Value Per Share 10.2 10.1 11.0 11.3 11.7
NTA Per Share 10.2 10.1 11.0 11.3 11.7
EPS (Sen) 79.6 63.1 81.5 73.0 79.7
DPS (Sen) 100.0 80.0 40.7 36.5 39.8
Payout Ratio (%) 125.6 126.8 50.0 50.0 50.0
ROA (%) 2.5 2.0 2.6 2.3 2.5
ROE (%) 7.8 6.3 7.4 6.4 6.8

Source: Company, PubliclnvestResearch estimates
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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
companyl/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.

Published and printed by:

PUBLIC INVESTMENT BANK BERHAD (20027-W)
26th Floor, Menara Public Bank 2

78, Jalan Raja Chulan

50200 Kuala Lumpur

T 603 2268 3000

F 603 2268 3014
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