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KEY INDICES

PrevClose 1D% 1W% IM% YTD %
DJIA 36100.3 05 (06) 2.3 17.9
S&P 500 4682.9 0.7 (03 47 247
FTSE 100 73479  (0.5) 0.6 1.6 13.7
AS30 7765.8 08 (0.1) 1.2 134
CSI 300 48884  (0.2) 1.0 (0.9) (6.2)
FSSTI 32285  (0.3)  (0.4) 17 135
HSCEI 9114.4 0.7 33 17 (151)
HSI 25328.0 0.3 18 (0.0) (7.0
JCI 6651.1  (0.6) 11 0.3 11.2
KLCI 1531.2 08 (0.0 (4.2) (5.9)
KOSPI 2968.8 15  (0.0) (1.5) 33
Nikkei 225 29610.0 11 (0.0) 1.9 79
SET 1633.9 0.1 0.5 (0.3) 12.7
TWSE 17518.1 0.4 13 44 18.9
BDI 2807 (1.3) 34 (422) 1055
CPO (RM/mt) 5351 07 (12 5.3 413
Brent Crude 82 (08 (0.7 (1.5 58.6
(US$/bbl)
Source: Bloomberg
TOP VOLUME
Price Chg  Volume
Company (S$) (%) ('000s)
Sembcorp Marine 0.09 3.7 180,021
ComfortDelGro Corp 151 (3.2 62,444
Yangzijiang Shipbuilding 1.28 1.6 42,723
Singapore Telecommunications 2.58 0.8 25,266
Genting Singapore 0.82 0.6 23,343
TOP GAINERS
Price Chg  Volume
Company (S$) (%) ('000s)
Aem Holdings 4.78 9.1 18,006
Frencken Group 2.44 5.6 12,836
Hour Glass 2.01 4.1 839
Sembcorp Marine 0.09 3.7 180,021
Sasseur Real Estate Investme 0.89 35 5,424
TOP LOSERS
Price Chg  Volume
Company (S$) (%) ('000s)
Zheneng Jinjiang Environment 0.61 (5.4) 12
ComfortDelGro Corp 151 (3.2) 62,444
Singapore Airlines 5.34 (2.0 8,199
Mandarin Oriental Intl 2.28 (W) 38
Far East Hospitality Trust 0.63 (1.6) 5413
KEY ASSUMPTIONS
GDP (% yoy) 2020 2021F 2022F
us (34) 6.0 31
Euro Zone (6.3) 49 47
Japan (4.6) 25 2.2
Singapore (5.4) 6.5 35
Malaysia (5.6) 4.0 55
Thailand (6.1) 15 35
Indonesia (2.) 35 5.0
Hong Kong (6.1) 41 3.0
China 2.3 8.2 5.3
CPO (RM/mt) 2,685 3,000 2,600
Brent (Average)  (US$/bbl) 4321 64.62 62.91

Source: Bloomberg, UOB ETR, UOB Kay Hian
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COMPANY RESULTS

CSE Global (CSE SP)

3Q21: Results In Line; Improving Order Flows

3Q21 results were in line, with 9M21 EBITDA of S$34m (-19% yoy) meeting 80% of
our full-year estimate. 3Q21 revenue was down 2% yoy and EBITDA fell 23% yoy, due
to higher selling costs in preparation for the resumption of sales activities and
higher unabsorbed labour costs. Order intake increased 32% yoy, due to the
recovery in the energy sector. CSE expects fewer large greenfield and flow projects
due to supply chain disruptions. Maintain BUY with a lower target price of $$0.59.

3Q21 RESULTS

Year to 31 Dec (S$m) 3Q21 3Q20 yoy % chg
Revenue 2345 255.6 (2.9
EBITDA 236 28.6 (22.7)
New orders received 210.6 242.1 322
Outstanding orders 212.1 293.8 (18.8)
Source: CSE, UOB Kay Hian

RESULTS

e Earnings in line with expectations. CSE Global's (CSE) 9M21 3Q21 results were in
line, with 9M21 EBITDA meeting 80% of our full-year estimate. 3Q21 revenue was down
2% yoy and EBITDA fell 23% yoy, mainly due to higher selling and distribution costs in
preparation for the resumption of sales activities in key markets combined with the higher
unabsorbed labour costs.

Order intake improved due to a recovery in the energy sector. Order intake increased
32% to S$120m, due to the recovery in the energy sector orders which grew 52.3% yoy to
S$73.8m, from newly-awarded power and electrification projects and higher flow work.
New orders for the group’s infrastructure sector increased by 18.6% yoy to S$35.9m,
which was attributed to higher orders of radio communication equipment and solutions,
mainly driven by government customers in Australia.

Cautious outlook for the energy sector but positive for the mining sector. The
market has been impacted by supply chain disruptions and travel restrictions due to the
pandemic; capital spending remained measured in the energy sector and led to fewer
large greenfield and flow projects in 3Q21 and foreseeably in the coming months.
Coupled with higher operating and sales costs, this further impacted CSE's performance
in the American region and CSE expects similar challenges in the coming quarters.
Nevertheless, increasing demand for digitalisation and enhancements in physical and
cyber security has translated into a continuous, steady project pipeline in our
infrastructure and mining & minerals sectors.

KEY FINANCIALS

Year to 31 Dec (S$m) 2019 2020 2021F 2022F 2023F
Net turnover 452 503 490 514 527
EBITDA 40 50 47 53 55
Operating profit 30 37 31 36 36
Net profit (rep./act.) 24 28 23 27 27
Net profit (adj.) 23 26 23 27 27
EPS (S$ cent) 4.5 5.2 4.5 5.2 5.3
PE (x) 11.3 10.0 11.1 9.6 9.5
P/B (x) 1.5 14 1.3 1.2 1.1
EV/EBITDA (x) 7.1 5.6 5.9 5.2 5.0
Dividend yield (%) 5.3 5.3 5.5 5.5 5.5
Net margin (%) 5.3 5.6 4.7 5.2 5.1
Net debt/(cash) to equity (%) 25.2 20.3 9.4 2.3 (6.4)
Interest cover (x) 21.7 14.5 18.5 23.9 28.3
ROE (%) 13.8 15.2 11.8 12.8 124
Consensus net profit - - 22 27 27
UOBKH/Consensus (x) - - 1.05 0.98 0.99

Source: CSE Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.
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BUY

(Maintained)

Share Price S$$0.500
Target Price S$0.590
Upside +18.0%
(Previous TP S$0.680)
COMPANY DESCRIPTION

CSE Global Limited provides systems
integration and information  technology
solutions, computer network systems, and
industrial automation. The company also
designs, manufactures, and installs
management information systems. CSE
Global develops, manufactures, and sells
electronic and micro-processor monitoring
equipment.

STOCK DATA

GICS sector Information Technology
Bloomberg ticker: CSE SP
Shares issued (m): 512.4
Market cap (S$m): 256.2
Market cap (US$m): 189.2
3-mth avg daily t'over (US$m): 0.3
Price Performance (%)

52-week high/low $%$0.580/5$0.450
1mth 3mth 6mth 1yr YTD
1.0 (2.9) (2.0) 11.1 6.4
Major Shareholders %
Temasek Holdings 25.0
FMR LLC 10.0
FY21 NAV/Share (S$) 0.39
FY21 Net Debt/Share (S$) 0.04
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STOCK IMPACT

* Infrastructure resilient against the pandemic. Despite the impact from the COVID-19
pandemic, CSE’s infrastructure segment saw its 3Q21 order intake growing 19% yoy.
Earnings momentum from these segments should be sustained with greater order intake
and growing orderbook, supported by increasing requirements for digitalisation and
enhancements in physical and cyber security. Furthermore, we highlight that 4Q18 marked
the last time the group secured a large greenfield project from the Singapore government.

¢ Dividend yield is attractive at 5.3%. We expect the group to maintain its full-year
dividend at 2.75 S cents/share for 2021, translating into an above-average dividend yield
of 5.3% vs the FSSTI's 4.0%. We believe this is sustainable, given CSE'’s strong
operating cashflow and low net gearing.

EARNINGS REVISION/RISK

¢ No changes as we expect better earnings in the coming quarters from delayed revenue
recognition from the energy segment.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a 13% lower PE-based target price of $$0.59, pegged to its mean
PE of 11.4x 2022 PE (down from 13x 2022F PE, +0.5SD above mean). This is to reflect
the more cautious outlook on the oil and gas segment and potentially higher operating
costs. Our target price implies a dividend yield of 4.7%.

SHARE PRICE CATALYST

e Large greenfield O&G and infrastructure project wins.
¢ Recovery in oil prices.

¢ Accretive acquisitions.

Refer to last page for important disclosures.
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QUARTERLY ORDER INTAKE REMAINED STABLE
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S$$330.9m S$431.5m
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PROFIT & LOSS BALANCE SHEET

Year to 31 Dec (S$m) 2020 2021F 2022F 2023F  Year to 31 Dec (S$m) 2020 2021F 2022F 2023F
Net turnover 502.8 489.6 514.4 527.4 Fixed assets 61.6 60.5 57.5 52.6
EBITDA 50.1 46.8 52.6 54.7 Other LT assets 85.7 80.8 76.0 711
Deprec. & amort. 13.3 15.3 17.0 18.6 Cash/ST investment 52.5 52.5 53.0 59.4
EBIT 36.8 315 35.6 36.1  Other current assets 202.1 199.2 208.8 213.9
Total other non-operating income 24 0.0 0.0 0.0 Total assets 401.9 393.0 395.3 397.0
Associate contributions 0.1 0.0 0.0 0.0 ST debt 65.0 58.3 51.6 44.9
Net interest income/(expense) (3.5 (2.5) (2.2) (2.9 Other current liabilities 96.1 98.1 102.0 104.3
Pre-tax profit 35.8 28.9 334 34.1 LT debt 26.5 131 6.4 0.0
Tax (7.8) (6.4) (7.4) (7.5)  Other LT liabilities 226 226 226 226
Minorities 0.0 0.5 0.5 05 Shareholders' equity 191.8 200.6 213.0 226.0
Net profit 28.0 231 26.6 271 Minority interest (0.1 0.2 (0.3) (0.8)
Net profit (adj.) 26.4 23.1 26.6 27.1  Total liabilities & equity 401.9 393.0 395.3 397.0
CASH FLOW KEY METRICS

Year to 31 Dec (S$m) 2020 2021F 2022F 2023F Year to 31 Dec (%) 2020 2021F 2022F 2023F
Operating 40.1 49.5 431 48.2 Profitability

Pre-tax profit 35.8 28.9 334 34.1 EBITDA margin 10.0 9.6 10.2 104
Tax (6.6) (6.4) (7.4) (7.5) Pre-tax margin 71 5.9 6.5 6.5
Deprec. & amort. 133 15.3 17.0 18.6 Net margin 5.6 4.7 5.2 51
Associates 0.1 0.0 0.0 0.0 ROA 7.0 5.8 6.7 6.8
Working capital changes (10.8) 5.7 (5.8) (2.8) ROE 15.2 11.8 12.8 12.4
Non-cash items 0.1 0.0 0.0 0.0

Other operating cashflows 8.2 5.8 5.8 5.8 Growth

Investing (9.6) (15.2) (15.0) (14.6) Turnover 11.3 (2.6) 51 25
Capex (growth) (9.6) 9.4 9.2 (8.8) EBITDA 25.2 (6.6) 12.5 39
Investments 0.0 0.0 0.0 0.0 Pre-tax profit 20.4 (19.3) 15.5 22
Proceeds from sale of assets 05 0.0 0.0 0.0 Net profit 16.4 (17.6) 15.2 22
Others (0.6) (5.8) (5.8) (5.8)  Net profit (adj.) 14.2 (12.6) 152 2.2
Financing (32.1) (34.3) (27.6) (27.3) EPS 137 (12.6) 15.2 12
Dividend payments (14.1) (14.2) (14.2) (14.2)

Proceeds from borrowings 0.0 (20.1) (13.4) (13.2) Leverage

Loan repayment (18.1) 0.0 0.0 0.0 Debt to total capital 323 26.2 214 16.6
Others/interest paid 0.0 0.0 0.0 0.0 Debt to equity 417 35.6 21.2 19.9
Net cash inflow (outflow) €7 (0.0 05 6.3 Net debt/(cash) to equity 20.3 94 2.3 (6.4)
Beginning cash & cash equivalent 50.7 52.5 52.5 53.0 Interest cover (x) 145 18.5 23.9 28.3
Changes due to forex impact 04 0.0 0.0 0.0

Ending cash & cash equivalent 52.5 52.5 53.0 59.4

Refer to last page for important disclosures.
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COMPANY RESULTS
Food Empire Holdings (FEH SP)

3Q21: Below Expectations Due To Costs; Price Increases Will Improve Earnings

3Q21 net profit of US$3m (-51% yoy / -22% qoq) was below expectation, 9M21 formed
57% of our full-year estimates. Margin is still under pressure due to high commodities
prices and ocean freight rates. We believe earnings should improve via price increases
and normalisation of costs. All markets except Southeast Asia recorded sales growth,
with double-digit growth in the largest market, Russia. This continues to reflect the
strong brand strength of FEH. Maintain BUY and target price of $$1.30.

3Q21 RESULTS

Year to 31 Dec (US$m) 3021 3Q20 yoy % chg
Revenue 76.4 703 8.8
Gross profit 19.6 26.5 (26.0)
Gross margin (%) 25.7 377 (12.0ppt)
EBITDA 74 9.5 (7.4)
PATMI 31 6.3 (50.6)
Net margin (%) 4.0 8.9 (4.9ppt)
Source: Food Empire, UOB Kay Hian

RESULTS

* Results below expectations due to higher costs which led to margin pressure. Food
Empire Holdings’s (FEH) 3Q21 net profit of US$3.1m (-51% yoy / -22% qoq) was below
expectation, with 9M21 forming 57% of our full-year estimates. The miss was mainly due to
lower margin as a result of higher commodities prices, record-high ocean freight rates,
coupled with a shortage of shipping container slots resulting in supply chain delays and
higher depreciation expenses arising from the commencement of the group’s new freeze dry
coffee plant in India. Gross margin fell 4.9ppt to 25.7%.

Revenue growth across all markets, except Southeast Asia due to a temporary
lockdown. Revenue for 3Q21 grew 8.8% yoy mainly driven by Russia and South-Asia
market. The largest market, Russia, reported encouraging revenue growth of 15.1%, while
the second largest market, Southeast Asia recorded a 5.3% decline in revenue due to a
temporary lockdown in Vietnam. The third largest market which consists of Ukraine,
Kazakhstan and Commonwealth of Independent States (CIS) also recorded a 5.3% yoy
revenue growth.

Expect cost pressures to be overcome via price increases and normalisation of costs.
Given the strong brand strength and leading market position of FEH, it will be able to
gradually pass on the increased costs of raw materials and logistics via price hikes. In
addition, we believe the spike in raw material and logistics costs will ease as COVID-19
disruptions are reduced with higher vaccination rate across the world.

KEY FINANCIALS

Year to 31 Dec (US$m) 2019 2020 2021F 2022F 2023F
Net turnover 289 273 299 319 346
EBITDA 39 40 30 46 48
Operating profit 30 34 21 37 39
Net profit (rep./act.) 26 27 18 31 33
Net profit (adj.) 26 29 18 31 33
EPS (US$ cent) 4.8 5.4 3.4 5.8 6.1
PE (x) 121 10.7 17.3 10.1 9.5
P/B (x) 1.5 1.4 1.4 1.2 1.1
EV/EBITDA (x) 7.7 74 10.3 6.7 6.4
Dividend yield (%) 26 2.8 1.7 3.0 3.1
Net margin (%) 9.0 9.8 6.0 9.7 9.5
Net debt/(cash) to equity (%) (2.3) (7.0) (1.7) (10.4) (16.7)
Interest cover (x) 27.4 67.6 27.4 46.8 54.3
ROE (%) 13.6 12.6 8.1 12.9 124
Consensus net profit - - 24 32 34
UOBKH/Consensus (x) - - 0.76 0.97 0.97

Source: FEH, Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.
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BUY

(Maintained)

Share Price S$0.790
Target Price S$1.30
Upside +64.6%

COMPANY DESCRIPTION

Food Empire Holdings manufactures and
markets instant beverage products, frozen
convenience food, confectioneries and
snacks. The company exports its products to
markets such as Russia, Eastern Europe,
Central Asia, the Middle East and Indochina.

STOCK DATA

GICS sector Consumer Staples

Bloomberg ticker: FEH SP
Shares issued (m): 536.3
Market cap (S$m): 423.7
Market cap (US$m): 312.8
3-mth avg daily t'over (US$m): 0.1

Price Performance (%)

52-week high/low S$$0.980/5$0.590

1mth 3mth 6mth 1yr YTD
(4.8) (1.9)  (8.1) 37.4 19.7
Major Shareholders %
Anthoni Salim 24.6
Tan Wang Cheow 22.6
FY21 NAV/Share (US$) 0.42
FY21 Net Cash/Share (US$) 0.01

PRICE CHART
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Clement Ho
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clementho@uobkayhian.com



UOBKayHian

Singapore Daily Monday, 15 November 2021

STOCK IMPACT REVENUE BREAKDOWN IN 9M21

* Growing revenue. With the gradual reopening of economies on the back of global efforts to
increase vaccine adoption rate, our forecast incorporates a 9.4% increase in revenue. South Asia
Furthermore, FEH'’s increasing scale in Vietnam, efforts to streamline its operations, exit of its
loss-making Myanmar business and ability to raise ASP during core market currency
weakness have improved its overall margins over the years, while maintaining stable

revenue. We expect stable net margin going forward after 2021. South Esat
Asia
« Resilient product offerings and strong brand equity. Despite challenges in 2020 including 28%
currency devaluation in core markets and national lockdowns, the group has managed to
generate a record level of profits. We believe this is a testament to its strong brand equity Ukrzine,
and experience in navigating volatile currencies. Furthermore, given the low price point and Kfnadkg?éa”
consumer-staple nature of its products, the products are relatively price inelastic. As such, 23%

sales volumes are more sheltered from an economic slowdown, in our view.

Compelling valuation; potential takeover target. FEH currently trades at 10x 2022F PE vs  Source: FEH, UOB Kay Hian
peers’ average of 18x. In view of its resilient core earnings amid a challenging environment,

leading position in its core markets in Eastern Europe and growing presence in its second

largest market, Vietnam, we believe the valuation gap with its peers will narrow. Furthermore,

given the depressed valuation, we do not rule out a possibility of a takeover offer or

privatisation. Besides, in the past, SGX-listed peers including Super Group and Viz Branz

were acquired and privatised at significantly higher valuations of 30.0x and 16.4x

respectively.

EARNINGS REVISION/RISK

¢ We reduced our 2021 earnings by 27% as we reduce the gross margin forecasts by 2.7ppt
to 33.4%. This is to account for the higher raw material costs and logistics costs as a result of
COVID-19 disruption. However, we believe this situation will be addressed with price hikes
and normalisation of costs. Hence, we kept our 2022 and 2023 earnings estimates
unchanged.

VALUATION/RECOMMENDATION

¢ Maintain BUY with an unchanged PE-based target price of $$1.30, based on 16.6x 2022
PE, or 1SD above its long-term historical average (excluding outliers).

PEER COMPARISON

Company Ticker Trading Price @ Market PE P/B Yield ROE Net
Curr 13 Nov 21 Cap 2020  2021F 2022F 2020 2021F 2022F 2021F 2021F  Gearing
(Icy) (Icy) (US$m) (x) ) ) (x) (x) (x) (%) (%) (%)

Food Empire FEH SP SGD 0.78 311 10.7 17.3 10.1 14 13 12 17 12.9 (1.7)

Singapore

Thai Beverage THBEV SP SGD 0.72 13,110 19.1 16.6 15.4 29 2.6 24 32 175 103.0

Fraser And Neave FNN SP SGD 141 1,521 13.7 n.a. n.a. 0.7 n.a. n.a. n.a. n.a. 18.6

Yeo Hiap Seng YHS SP SGD 0.865 380 n.a. n.a. n.a. 0.9 n.a. n.a. n.a. n.a. (40.0)

Average 15.9 15.6 144 15 2.6 24 32 17.5

Regional

Nestle (Malaysia) NESZ MK MYR 135.10 7,629 57.2 51.8 474 56.9 55.0 53.0 19 107.8 63.4

Fraser & Neave FNH MK MYR 27.66 2,443 24.7 24.2 22.9 3.8 35 32 23 14.8 (19.8)

Coca-Cola Conso COKE US usb 406.16 3,807 22.1 13.2 13.0 74 na. na. 0.2 na. 152.4

Dydo Group 2590 JP JPY 5630 845 28.0 338 21.3 11 11 1.0 11 31 (18.3)

Power Root PWRT MK MYR 131 134 19.3 25.2 14.1 21 22 22 37 8.3 (32.8)

Tac Consumer TACCTB THB 7.55 142 24.4 23.6 18.2 6.4 6.0 55 38 27.4 (17.3)

Average (Excl. NESZ MK) 20.4 24.0 17.9 33 32 3.0 22 134

Source: Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.
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Year to 31 Dec (US$m) 2020 2021F 2022F 2023F Year to 31 Dec (US$m) 2020 2021F 2022F 2023F
Net turnover 273.0 298.7 318.8 345.7 Fixed assets 104.3 120.7 1212 119.6
EBITDA 40.1 29.7 46.2 48.4 Other LT assets 49.6 49.4 493 49.1
Deprec. & amort. 6.3 8.7 9.7 9.7 Cash/ST investment 69.0 53.2 713 86.7
EBIT 33.9 21.0 36.5 38.7 Other current assets 89.7 101.8 103.8 1117
Total other non-operating income (0.6) 1.0 11 1.0 Total assets 312.6 325.1 345.5 367.2
Associate contributions (0.5) 0.5 0.5 0.6 ST debt 18.4 18.4 18.4 18.4
Net interest income/(expense) (0.6) (1.1) (1.0) 0.9 Other current liabilities 36.6 446 445 475
Pre-tax profit 32.2 214 37.1 394 LT debt 35.3 30.9 26.5 22.1
Tax (5.8) (3.9) (6.7) (7.1) Other LT liabilities 5.3 5.3 5.3 5.3
Minorities 0.3 0.5 0.5 0.5 Shareholders' equity 218.0 2274 252.9 276.4
Net profit 26.8 18.1 31.0 328 Minority interest (1.1) (1.6) (2.1) (2.6)
Net profit (adj.) 29.1 18.1 31.0 32.8 Total liabilities & equity 3126 325.1 3455 367.2
CASH FLOW KEY METRICS

Year to 31 Dec (US$m) 2020 2021F 2022F 2023F Year to 31 Dec (%) 2020 2021F 2022F 2023F
Operating 34.0 22.3 37.9 37.0 Profitability

Pre-tax profit 32.2 214 371 39.4 EBITDA margin 14.7 10.0 145 14.0
Tax (5.8) (3.9 (6.7) (7.1) Pre-tax margin 11.8 7.2 11.6 114
Deprec. & amort. 6.3 8.7 9.7 9.7 Net margin 9.8 6.0 9.7 9.5
Associates (0.5) 05 05 0.6 ROA 8.6 5.7 9.2 9.2
Working capital changes (6.3) 4.0 (2.2) (4.9 ROE 12.6 8.1 12.9 124
Non-cash items 0.0 0.0 0.0 0.0

Other operating cashflows 8.0 (0.4) (0.6) 0.7 Growth

Investing (11.7) (24.0) (8.9) (7.0 Turnover (5.4 94 6.7 8.4
Capex (growth) 9.8) (25.0) (10.0) (8.0 EBITDA 4.2 (25.9) 55.5 4.7
Proceeds from sale of assets 0.1 0.0 0.0 0.0 Pre-tax profit 22 (33.5) 734 6.0
Others (2.0) 1.0 11 1.0 Net profit 2.6 (32.6) 71.3 5.9
Financing (7.9 (14.2) (10.8) (14.6) Net profit (adj.) 14.0 (37.9) 713 5.9
Dividend payments (2.0) (1.1) (1.0) 0.9) EPS 13.8 (37.9) 71.3 5.9
Issue of shares 1.0 0.0 0.0 0.0

Proceeds from borrowings 412 0.0 0.0 0.0 Leverage

Loan repayment (37.7) (4.4) (4.4) (4.4) Debt to total capital 19.8 17.9 15.2 12.9
Othersfinterest paid (10.4) 8.7 (5.4) 9.3) Debt to equity 24.6 217 17.8 14.6
Net cash inflow (outflow) 14.3 (15.9) 18.1 15.4 Net debt/(cash) to equity (7.0) (2.7 (10.4) (16.7)
Beginning cash & cash equivalent 54.7 69.0 53.2 713 Interest cover (x) 67.6 214 46.8 54.3
Changes due to forex impact (0.0 0.0 0.0 0.0

Ending cash & cash equivalent 69.0 53.2 71.3 86.7

Refer to last page for important disclosures.
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COMPANY RESULTS

Golden Agri-Resources (GGR SP)
3Q21: Results Above Expectations

3Q21 results came in above our and consensus’ expectations, on higher CPO prices
and sale volumes. We had also adjusted our earnings forecast for 2022 by 85%
upwards, factoring in higher CPO price assumptions. Meanwhile, cost of production is
also expected to increase by 20% due to rising fertiliser costs. GGR’s share price has
appreciated by about 70% ytd and could have factored in the earnings recovery. We are
ceasing coverage on GGR. The last call is SELL with a target price of $$0.18.

3Q21 RESULTS

Year to 31 Dec 3021 qgoq%  yoy% 9M21  yoy % Remarks

(US$m) chg chg chg

Turnover 2,828 175 76.2 7,282 458

EBITDA 305 19.8 >100 792 >100

Underlying Profit 140 >100 >100 386 >100 Above our and consensus'expectations.
Source: Golden Agri-Resources, UOB Kay Hian

RESULTS

e Result came in above expectations, with underlying profit at US$140m (>100% qog and
yoy) in 3Q21 bringing 9M21 underlying profit to US$376m (>100%yoy). The 9M21 earnings
contributed to about 85% of our estimates, which is above our and consensus’ expectations.
The variance came from better CPO ASP and better contributions from downstream. During
9M21, the average net CPO price (after deducting the export tax and levy) was
US$765/tonne, which had increased by 31% yoy.

Both upstream and downstream operations performed well on the back of strong
sales volume. The total output of palm oil for 3Q21 and 9M21 had increased by 22%, and
this includes the acquired estates in late 2020. Downstream sales volume had continued to
increase by 10% qoq and 12% yoy in 3Q21 which we attribute to the benefit of Indonesia’s
export levy structure which benefits companies with higher margin. The downstream margin
remains healthy at about 4-5%.

Earnings remain strong in 4Q21-1Q22. We expect 2H21 earnings to continue to be
strong looking at the recent record high CPO prices along with healthy sales volume in view
of higher demand due to better logistic operations. Meanwhile, we expect some slight
margin compression in the downstream operations due to the high raw material cost.
However, the downstream margin would still remain healthy, thanks to Indonesian export
levy structure where there is always a positive spread between CPO and refined products.

KEY FINANCIALS

Year to 31 Dec (US$m) 2019 2020 2021F 2022F 2023F
Net turnover 6,432 7,078 7,009 7,490 6,676
EBITDA 476 338 1,117 916 822
Operating profit 164 8 779 593 510
Net profit (rep./act.) (20) (298) 353 232 181
Net profit (adj.) (59) (259) 353 232 181
EPS (US$ cent) (0.5) (2.0) 2.8 1.8 1.4
PE (x) n.m. n.m. 7.2 10.9 14.0
P/B (x) 0.6 0.6 0.6 0.6 0.6
EV/EBITDA (x) 10.9 15.3 4.6 5.6 6.3
Dividend yield (%) 2.1 1.7 6.9 4.6 3.6
Net margin (%) (0.3) (4.2) 5.0 3.1 2.7
Net debt/(cash) to equity (%) 66.3 60.0 56.2 571 49.9
Interest cover (x) 3.2 2.7 8.4 5.4 4.5
ROE (%) n.a. n.a. 8.2 53 41
Consensus net profit - - 328 333 267
UOBKH/Consensus (x) - - 1.07 0.70 0.68

Source: Golden Agri-Resources, Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.
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SELL

(Maintained)

Share Price S$$0.270
Target Price S$$0.180
Upside -33.3%

COMPANY DESCRIPTION
Integrated plantation company.

STOCK DATA
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Market cap (S$m): 3,426.9
Market cap (US$m): 2,530.4
3-mth avg daily t'over (US$m): 2.6

Price Performance (%)
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STOCK IMPACT

¢ Up to 5% yoy production growth for 2022. Management guided FFB production from 10%
yoy to up to 12% yoy for 2021, mainly on the back of: a) an increase in mature and planted
areas from the acquisition of estates at end-20, and b) higher yield. The acquired estates are
located in East Kalimantan, South Kalimantan and the Riau region, with a total area of
34,000 ha. The management had also guided that the production ratio might be different
from previous years where they are looking at 50:50 ratio for 1H: 2H. For 2022,
management is looking at a production growth of up to 5% yoy due to the higher base in
2021.

Higher fertiliser cost for 2022. Management guided that GGR had completed their fertiliser
application as of now. GGR has secured fertiliser for 1H22 and the price of fertiliser had
increased by 50%. With this, management is expecting the cost of production in 2022 to
increase by about 10-15%.

Replanting process. GGR had replanted about 10,000 hectares as of Sep 21 (2021 target:
10-15k hectares). GGR has revised down the replanting target from 15-20k hectares to 10-
15k hectares per year. The revision of replanting target was mainly due to the current high
CPO prices while the older trees still have good yield and bring good earnings to GGR.

GEP potential IPO. Gemini Edibles & Fats (GEF), its 56.27%-held indirect subsidiary, had
filed a draft prospectus with the National Stock Exchange of India for a proposed listing on
the Bombay Stock Exchange. GEF plans to offer some Rs25b worth of shares, or around
US$333m, in the proposed IPO. GGR plans to sell shares worth some Rs7b, or US$100m,
and will remain as the single largest shareholder of GEF upon completion of the proposed
IPO. We reckon that this as a positive move for GGR to strengthen its balance sheet and
unlock shareholder value.

EARNINGS REVISION/RISK

e The last earnings forecasts for 2021F-23F are US$414m, US$232m and US$181m
respectively.

VALUATION/RECOMMENDATION

¢ 70% share price appreciation ytd make it the best performing plantation stock in current
CPO price upcycle. This could have factored in the earnings turnaround in 2021. Earnings
growth for 2022 would be much milder or flattish given that CPO ASP may not be as high as
2021 and cost of production is expected to increase by 15-20% due to higher fertiliser,
energy and logistic costs.

¢ Cease coverage. We are ceasing our coverage on GGR. Our last price target is at S$0.18.

Refer to last page for important disclosures.
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PROFIT & LOSS BALANCE SHEET

Year to 31 Dec (US$m) 2020 2021F 2022F 2023F Year to 31 Dec (US$m) 2020 2021F 2022F 2023F
Net turnover 7,078 7,009 7,490 6,676 Fixed assets 2,710 2,580 2,482 2,398
EBITDA 338 1,117 916 822 Other LT assets 3,059 2,873 2,902 2,932
Deprec. & amort. 329 338 324 312 Cash/ST investment 399 536 651 1,136
EBIT 8 779 593 510 Other current assets 3,205 3344 3531 3,394
Total other non-operating income 0 0 0 0 Total assets 9,126 9,335 9,567 9,861
Associate contributions 5 5 5 5 ST debt 1,792 1,811 1,909 2,008
Net interest income/(expense) (126) (133) (169) (181) Other current liabilities 1,048 1,057 1,114 1,061
Pre-tax profit (151) 651 428 334 LT debt 1,156 1,175 1,273 1,372
Tax (117) (293) (193) (150) Other LT liabilities 650 740 639 728
Minorities (30) (5) 4 (3) Shareholders' equity 4,246 4,361 4,436 4,495
Net profit (298) 353 232 181 Minority interest 186 191 195 197
Net profit (adj.) (259) 353 232 181 Total liabilities & equity 9,126 9,335 9,567 9,861
CASH FLOW KEY METRICS

Year to 31 Dec (US$m) 2020 2021F 2022F 2023F Year to 31 Dec (%) 2020 2021F 2022F 2023F
Operating 743 611 475 625 Profitability

Pre-tax profit 179 651 428 334 EBITDA margin 48 15.9 12.2 12.3
Tax 43 (293) (193) (150) Pre-tax margin (2.1) 9.3 57 5.0
Deprec. & amort. 329 338 324 312 Net margin 4.2) 5.0 31 2.7
Working capital changes (1112) (81) (79) 134 ROA na. 3.8 25 19
Other operating cashflows 303 (5) (5) (5) ROE n.a. 8.2 5.3 4.1
Investing (321) (335) (125) (225)

Capex (maintenance) (186) (200) (240) (240) Growth

Investments 0 0 0 0 Turnover 10.0 (1.0) 6.9 (10.9)
Proceeds from sale of assets 15 15 15 15 EBITDA (29.1) 230.7 (18.0) (10.2)
Others (150) (150) 100 Pre-tax profit (426.1) na. (34.2) (22.0)
Financing (230) (138) (16) Net profit na. na. (34.2) (22.0)
Dividend payments (52) (123) (81) (63) Net profit (adj.) na. na. (34.2) (22.0)
Issue of shares 0 0 0 0 EPS na na (34.2) (22.0)
Proceeds from borrowings (145) 19 99 99

Others/interest paid (34) (34) (34) (34) Leverage

Net cash inflow (outflow) 192 137 334 401 Debt to total capital 39.9 39.6 40.7 419
Beginning cash & cash equivalent 207 207 399 536 Debt o equity 69.4 68.5 71.8 75.2
Changes due to forex impact 0 0 0 0 Netdebt/(cash) to equity 60.0 56.2 57.1 499
Ending cash & cash equivalent 399 344 733 937 Interest cover (x) 27 8.4 5.4 45

Refer to last page for important disclosures.
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CORPORATE

Bumitama Agri (BAL SP/BUY/S$0.555/Target: S$0.65)
3Q21: Results Above Expectations

1H21 Results Summary

Year to 31 Dec (Rpb) 3Q21 Qog%chg Yoy % chg 9M21 Yoy %chg Comments
Revenue 3,059 (2.3) 472 8,497 39.8

EBITDA 1,029 51.1 97.4 2,220 38.8

Net Profit 589 85.5 98.8 1,073 45.5  Above expectations.
EBITDA Margin 33.6 11.9 8.5 26.1 0.2)

Net Profit Margin 19.2 9.1 5.0 12.6 0.5

Statistics (‘000 tonnes)

Total Internal FFB production 834 (10.4) 0.8 2,654 16.3

- Nucleus 579 (10.3) 1.6 1,835 17.7

- Plasma 256 (210.7) (2.0 819 13.4

Total External FFB production 304 (13.5) (1.5) 971 10.2

Total CPO Production 257 (12.0) 1.6 820 14.7

Total PK Production 55 (9.6) 25 172 14.2
Source: BAL, UOB Kay Hian

RESULTS

¢ Results above expectations. Bumitama Agri's (BAL) 3Q21 core net profit of Rp589b (+86% qoq, +99% yoy), contributed about 90% of
our full-year assumption. This is above our and consensus’ expectations, lifted by the continuously hiking CPO prices. The better goq net
profit was mainly boosted by the strong CPO ASP despite lower qoq production in 3Q21. BAL had achieved its record high ASP at
Rp10,000/kg which increased by 27% yoy as compared to 3Q20.

¢ Record high 9M earnings. BAL achieved its record high 9M net profit at Rp1.0t in 9M21 (+46% yoy). This is mainly lifted by the strong
CPO ASP which had increased by 8% yoy to Rp8,800/kg in 9M21. The sales volume of both CPO and PK had also increased
significantly by 25% yoy and 21% yoy respectively in 9M21.

IMPACT

¢ 4Q21 production may remain low... We reckon that 4Q21 FFB production may remain low due to delayed impact from the dryness in
late-2019 and the recent high rainfall. Based on our channels check, we gathered that some regions in Kalimantan are experiencing high
rainfall and flood again. This is also in line with management guidance that the 1H:2H production ratio might be at 50:50 vs the usual
production ratio of 45:55.

o ...but earnings would still remain strong. 4Q21 earnings would continue to be strong on the back of the increasing record high CPO
prices. CPO prices had also hit their record high in Nov 21. We strongly believe that BAL would continue to benefit from this as their
forward sales agreement had ended in 2Q21, hence the sales in the following quarters would be more relective of the high spot prices.

o Fertiliser application is slightly behind schedule due to higher rainfall. Management mentioned that the fertiliser application is still
behind schedule due to rainfall in early 3Q21. With the current high rainfall, we reckon that BAL might not be able to complete its fertiliser
application as budgeted. There could be further delays in fertiliser application if La Nina occurs by Dec 21 and lasts till Feb 22.

¢ Cost inflation. The fertiliser price had increased by at least 30-50% ytd and is expected to continue to rise due to supply chain
interruption. This may increase BAL'’s cost of production by about 15-20% in 2022F where fertiliser cost contributes to about 30-35% of
the company’s total cost of production.

EARNINGS REVISION/RISK

¢ Revised earnings forecast. With the rising CPO prices, we have adjusted CPO price assumption for 2022-23F to RM3,800/tonne and
RM3,000/tonne respectively (previous: RM3,000/tonne and RM2,600/tonne respectively). We have also adjusted the total cost of production
to 20% higher, mainly due to higher fertiliser cost. With these, our revised net profit forecast for 2021-23F are at Rp1.52t, Rp1.72t and
Rp1.61t respectively.

VALUATION/RECOMMENDATION
« Upgrade to BUY with higher target price of $$0.65 (previous: S$0.50). We pegged our valuation to 7x PE 2022F.

ANALYST(S)

Jacquelyn Yow
+603 2147 1995
jacquelyn@uobkayhian.com

Leow Huey Chuen
+603 2147 1990
hueychuen@uobkayhian.com
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (‘UOBKHUS”), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH's business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the

following table.
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