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Investment Highlights

Price RM3.77
gg{;\ﬁmigh/mw EmgglRM&M ® We maintain HOLD on IOl Corporation with a lower fair
value of RM3.95/share vs. RM4.20/share previously. We
Key Changes have reduced IOI's FY22F net profit by 6.8% to account for
Fairvalue ) a higher effective tax rate resulting from the prosperity tax
EPS () in Malaysia and the tax on overseas dividend income.
YEto Jun FY21 FY22F FY23F  FY24F ®  Our fair value for IOl is based on a FY23F PE of 22.0x. We
) have used 10I's FY23F net profit to arrive at its fair value
Eg}’g’:gﬁ[(&m rrr::l)) 1%3% 1%’?%‘1 12’32'3 1?’233'; instead of FY22F as I0OI's effective tax rate is expected to
EPS (sen) 161 178 179 193 decline to 26% in FY23F from 31% in FY22F. We ascribe a
EPS growth (%) 68.1 11.0 0.3 7.8 three-star ESG rating to IOl.
Consensus net (RM mil) 1,2250 1,122.0 1,157.0
DPS (sen) 105 110 115 120 ® |OI's 1QFY22 core net profit (ex-unrealised forex losses of
E\E//(E’%ITDA ) igi ﬂ; iég igg RM_26.3m il) was within our original forecast and consensus
Div Yield (%) 28 29 31 32 estimates.
ROE (%) 13.9 10.7 10.3 10.7
® |OI's core net profit rose by 69.4% YoY to RM303.9mil in
o 1QFY22 on the back of strong plantation and
Stock and Financial Data manufacturing earnings. Plantation EBIT (ex-associates
and fair value changes) climbed by 72.5% YoY to
Shares Outstanding (million)  6,284.6 RM407.8mil in 1QFY22 while manufacturing EBIT (ex-
Market Cap (RM mil) 236929 associates and fair value changes) improved by 97.6% to
Book value (RM/share) 1.26 RM142.9mil
P/BV (x) 30 ) )
ROE (%) 139
Net Gearing (%) 287 ® |0l benefited from higher palm product prices in 1QFY22.
Average CPO price realised grew by 56.3% to
Major Shareholders Progressive Holdings (48.2%) RM4,032/tonne in 1QFY22 from RM2,579/tonne in 1QFY21.
EPF (13.0%) On a negative note, FFB production plunged by 15.1% YoY
Free Float (%) 518 in 1QFY22.
Avg Daily Value (RM mil) 8.9
® We believe that I0I's manufacturing division
Price performance 3mth 6mth 12mth (oleochemicals and palm refining) enjoyed higher sales
volume and selling prices of oleochemical products. EBIT
Absolute (%) 0.1 -8.3 -15.9 margin rose to 4.0% in 1QFY22 from 3.0% in 1QFY21.
Relative (%) 11 5.3 -12.7
® Comparing 1QFY22 against 4QFY21 however, IOI's
manufacturing EBIT plunged by 88.8% to RM46.1mil if the
fair value losses of RM108.7mil were included. The fair
value losses related mainly to commodity forward
contracts.
® | ooking ahead, IOl said that its CPO production would be
lower than anticipated in FY22F due to the wet weather and
labour shortage. However, the performance of the refining
segment is expected to be satisfactory in FY22F on the
back of positive processing margins.
°

As for the oleochemical segment, high raw material prices
and freight costs have been challenging. Nevertheless, IOl
hopes to mitigate these by improving cost efficiencies and
enhancing productivity.
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EXHIBIT 1: RESULTS SUMMARY (RM MIL)

YE 30 Jun 1QFY21 1QFY22 % YoY 4QFY21  1QFY22 % QoQ
Turnover 24712 3,632.4 46.6 3,459.7 3,6324 5.0
EBITDA 347.8 523.3 505 569.9 5233 8.2)
Interest Income 10.2 94 (7.8) 8.8 9.4 6.8
Interest Expense (41.0) (40.1) 2.2 41.7) (40.1) (38)
Depreciation (89.9) (90.0) 01 (92.5) (90.0) 27
Associates 351 71.4 1034 59.9 714 19.2
Jointly controlled entities (0.5) (0.9) 80.0 0.7 0.9 28.6
Forex translation 98.5 (26.3) (126.7) (30.0) (26.3) (12.3)
Exceptionals
Pre-tax profit 360.2 446.8 240 473.7 446.8 (5.7)
Taxation (77.4) (157.1) 103.0 (105.7)  (157.1) 486
Minorities (4.9) (12.1) 146.9 (8.6) (12.1) 40.7
Net Profit 277.9 277.6 0.2) 359.4 2776 (22.8)
Net profit ex-forex changes 179.4 303.9 69.4 389.4 303.9 (22.0)
FD EPS (sen) 44 45 05 5.7 45 (22.5)
Gross DPS (sen) 6.0
NTA/Share (RM) 1.40 152 1.54 152

Source: Company, Aminvestment Bank

EXHIBIT 2 : ESG RATING

Overall * * *
RSPO certification *x Kk K
Supply chain auditing *x Kk K
Migrant workers welfare L O S ¢
Fires L O S ¢
Work site safety *x Kk K
Corporate social responsibility *x Kk Kk K
Corruption free pledge *x K Kk K
Accessibility and transparency *x Kk Kk X

We accord a discount/premium of 6%, -3%, 0%, +3% and +6% on fundamental fair

value based on the overall ESG rating as appraised by us, from 1-star to 5-star

AmlInvestment Bank Bhd
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EXHIBIT 3: FINANCIAL DATA

Income Statement (RMmil, YE 30 Jun) 2020 2021 2022F 2023F 2024F
Revenue 7,802.2 11,251.7 12,861.7 13,710.8 15,046.7
EBITDA 1,152.6 1,4294 1,848.6 1,711.9 1,774.7
Depreciation (365.9) (360.5) (367.8) (387.8) (407.8)
Operating income (EBIT) 786.7 1,068.9 1,480.8 1,324.1 1,366.9
Other income & associates 1433 528.8 300.0 345.0 396.8
Net interest (103.3) (126.2) (136.5) (129.2) (104.2)
Exceptional items - 268.3 - - -
Pretax profit 826.7 1,739.8 1,644.3 1,539.9 1,659.5
Taxation (225.0) (323.5) (509.7) (400.4) (431.5)
Minorities/pref dividends 0.8 (22.0) (23.1) (24.3) (25.5)
Gain on disposal of 70% of Loders - - - - -
Net profit 600.9 1,3943 11114 1,1153 1,202.6
Core net profit 808.8 1,001.0 11114 1,115.3 1,202.6
Balance Sheet (RMmil, YE 30 Jun) 2020 2021 2022F 2023F 2024F
Fixed assets 8,531.8 8,608.7 8,740.9 8,853.1 8,945.3
Intangible assets 438.8 4458 4458 4458 4458
Other long-term assets 2,870.9 3,263.4 3,580.7 3,930.1 4331.7
Total non-current assets 11,8415 12,3179 12,767.3 13,229.0 13,722.7
Cash & equivalent 2,313.0 2,024.9 2,177.0 2,078.8 1,932.8
Stock 1,001.4 1,296.6 1,656.2 1,765.5 19375
Trade debtors 815.8 1,427.2 1,409.5 1,502.6 1,649.0
Other current assets 759.9 589.1 599.7 613.7 635.6
Total current assets 4,890.1 5,337.8 58424 5,960.5 6,154.9
Trade creditors 657.1 767.8 1,127.6 1,202.0 1,319.2
Short-term borrowings 9175 3,919.0 39974 40773 4,158.9
Other current liabilities 266.7 350.8 446.2 457.8 476.1
Total current liabilities 1,841.3 5,037.6 5571.2 5,737.2 5,954.2
Long-term borrowings 4,009.2 978.8 969.0 959.3 949.7
Other long-term liabiliies 1,310.4 1,325.1 1,305.6 1,305.6 1,305.6
Total long-term liabilities 5,319.6 2,303.9 22746 2,264.9 2,255.3
Shareholders' funds 9,296.2 10,005.4 10,4319 10,831.0 11,286.3
Minority interests 2745 309.0 3321 356.4 381.8
BV/share (RM) 118 1.26 1.32 1.37 1.43
Cash Flow (RMmil, YE 30 Jun) 2020 2021 2022F 2023F 2024F
Pretax profit 826.7 1,739.8 16443 1539.9 1,659.5
Depreciation 365.9 360.5 367.8 387.8 407.8
Net change in working capital (411.2) (1,018.4) (407.0) (530.7) (636.4)
Others 90.9 (410.3) 0.0 0.0 0.0
Cash flow from operations 8723 671.6 1,605.1 1,397.1 1,430.9
Capital expenditure (392.5) (396.1) (500.0) (500.0) (500.0)
Net investments & sale of fixed assets (3.6) (2.6) 315 347 38.1
Others 135.6 1305 0.0 0.0 0.0
Cash flow from investing (260.5) (268.2) (468.5) (465.4) (461.9)
Debt raised/(repaid) (93.0) 1317 68.6 703 72.0
Equity raised/(repaid) (66.4) (72.4) 0.0 0.0 0.0
Dividends paid (542.4) (554.7) (685.0) (716.1) (747.3)
Others (176.3) (187.0) (368.1) (384.1) (439.7)
Cash flow from financing (878.1) (682.4) (984.5) (1,030.0 (1,115.0
Net cash flow (266.3) (279.0) 152.1 (98.2) (146.0)
Net cash/(debt) b/f 2,598.6 2,313.0 2,024.9 2,177.0 2,078.8
Forex (1.2) (€1 0.0 0.0 0.0
Net cash/(debt) c/f 2,331.1 2,032.9 2,177.0 2,078.8 1932.8
Key Ratios (YE 30 Jun) 2020 2021 2022F 2023F 2024F
Revenue growth (%) 56 442 14.3 6.6 9.7
EBITDA growth (%) 25 24.0 29.3 74 37
Pretax margins (%) 10.6 155 12.8 112 11.0
Net profit margins (%) 77 124 86 8.1 8.0
Interest cover (x) 11.2 11.3 135 133 17.0
Effective tax rate (%) 2712 220 310 26.0 26.0

Source: Company, Aminvestment Bank estimates
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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.
AmlInvestment 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,
AmlInvestment 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. Amlnvestment, 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.

Amlinvestment 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.
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