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SECTOR UPDATE OVERWEIGHT
Plantation — Malaysia (Maintained)

Sep 24: Inventory Rebuilding Slow As Production Declines

MPOB's Sep 24 data showed slow inventory rebuilding due to a decline in production, STOCK PICKS

though exports improved. CPO prices are expected to remain steady at RM4,000- Share Target
4,500/tonne, driven by the global tightness in palm oil supply. Notable companies Company Rec Price (RM) _ Price (RM)
offering sustained dividend yields within the sector include Hap Seng Plantations '3 SendPlaniations _ BUY Lot 225
(HAPL MK/BUY) and Kim Loong Resources (KIML MK/HOLD). Maintain OVERWEIGHT, Ve U0BKay Han
CPO PRICE ASSUMPTIONS (RM/TONNE)
MPOB'S SEP 24 STATISTICS )
CPO Price (RM/tonne)
(m tonne) Sep 24 Mom % chg Yoy % chg 9IM24 Yoy % chg 2020 2,686
CPO Production 1.82 (38) (04) 14.4 8.7 2021 4,408
Palm Oil Stocks 2.01 6.9 (130) 2.01 (130) 2022 5,088
Palm Oil Domestic Use 0.15 (52.1) (67.9) 2.61 (14.9) 2023 3,810
Palm Oil Exports 154 1.2 29.0 261 (14.9) Our forecast:
Oleochemical 0.26 (5.7) 8.0 2.28 9.0 2024F 4,200
Biodiesel 0.02 (44.0) (41.7) 0.22 36.7 CPO Price:
Palm Oill Imports 0.01 (45.0) (88.8) 0.18 (77.0) Moa % 43815
CPO Price (RM/tonne) 40235 2.9 8.0 4003.4 31 BMD 3¢ Month Contract 4255
Source: MPOB, UOB Kay Hian Source: MPOB, Bloomberg, UOB Kay Hian
WHAT’S NEW
e MPOB's September data showed mixed results. Inventory rebuilding remains slow
compared to 2023, with production declining mom and yoy. However, exports improved and
also exceeded market expectations. Key highlights from MPOB’s Sep 24 data are as follows:
a) Production: Production declined to 1.82m tonnes (-3.8% mom, -0.4% yoy), which is
below market expectations. Ytd CPO production increased by 8.7% yoy (+1.17m tonnes).
Sabah recorded a 5.3% mom production increase, though it was down 5.7% yoy. This
improvement was driven by a higher oil extraction rate (OER).
b) Export: Sep 24 Malaysia palm oil export improved mom and yoy, which exceeded market
expectations. Based on the cargo surveyor, exports to the EU and China improved mom
in Sep 24, offsetting weaknesses in other regions.
c) Inventory: Inventory increased by 7% mom but decreased 13% yoy. Although 2H24 is
typically a period of higher production for inventory rebuilding, the pace has been slower
than in previous years, with an increase of only 0.2m tonnes in Jun-Sep 24 (compared to
0.6m tonnes in Jun-Sep 23, and 0.7m tonnes in Jun-Sep 22).
ANALYST(S)
ACTION Anas Fitri Ahmad
¢ Maintain OVERWEIGHT. We expect CPO prices to trade at RM4,000-4,500/tonne in the +603 2147 1915
near term fill year-end. From the recent Malaysian Palm Oil Forum 2024, we noted that anasfitri@uobkayhian.com
speakers were also short-term bullish on CPO prices due to the global tightness in palm oil Malaysia Research Team
supply. Notable companies offering sustained dividend yields within the sector include Hap  +g03 2147 1988
Seng Plantations (HAPL MK/BUY) and Kim Loong Resources (KIML MK/HOLD). research@uobkayhian.com
PEER COMPARISON
Company Ticker Rec Price @ Target Market PE 2024F Div
10 Oct 24 Price Cap 2023 2024F 2025F ROE P/B Div Yield
Malaysia (RM) (Rm) (US$m) (x) (x) (x) (%) (x) (sen) (%)
Hap Seng Plantations HAPL MK BUY 1.77 2.25 329.7 143 8.7 133 47 0.7 11.8 6.7
Genting Plantations GENP MK HOLD 5.52 5.15 1153.7 15.9 18.2 18.8 48 0.9 171 31
|0l Corporation 101 MK HOLD 3.74 3.6 5405.2 15.8 0.2 17.8 9.6 2.0 147 3.9
KL Kepong KLK MK HOLD 21.12 195 5394.5 24.6 24.9 184 58 1.6 76.3 3.6
Kim Loong KIML MK HOLD 2.37 1.95 538.7 13.9 15.8 12.5 174 2.6 155 6.5
SD Guthrie SDG MK HOLD 4.64 4.75 7475.6 39.0 218 213 9.6 1.6 12.6 2.7
Sarawak Oil Palms SOP MK HOLD 3.19 3 663.0 9.5 74 6.4 8.8 0.8 8.6 2.7

Source: Respective companies, Bloomberg, UOB Kay Hian
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ESSENTIALS
Oct 24 Outlook:
¢ Production to slow down. Recall that Malaysia’s production increased by 14% qoq in 3Q24,

supported by improvement from Sabah and Sarawak. We reckon that production in 4Q24 is
likely to decline slowly mom as it has peaked.

Slower demand from largest importers. Demand from major importing countries like China
and India has slowed down, with India’s imports dropping as of Sep 24, as the increase in
import duties has led refiners to cancel and postpone purchases. Palm oil prices are at a
premium compared to other soft oils due to lower-than-expected production, a decline in
exports and decreasing stocks, which has caused palm oil to lose competitiveness in the
market. Hence, we expect lower or flat exports mom.

Inventory to increase marginally. We expect inventory rebuilding in 2H24, as this period is
seasonally stronger, though the increase may be marginal. This is driven by lower exports and
expectations of slower production

SECTOR CATALYSTS

¢ Monitoring La Nina’s emergence in late-24. There is a potential emergence of La Nina in
late-24, which could bring heavy rainfall, possibly leading to short-term disruptions in palm oil
production. Conversely, this phenomenon may result in drier conditions across North and
South America (EI Nino), potentially affecting soybean production in regions like Brazil and
Argentina.

Pre-Budget 2025 assumptions: Anticipated revision on windfall profit levy. The Ministry
of Plantation & Commodities has resubmitted a proposal to the Ministry of Finance (MOF) to
revise the windfall profit levy given stakeholders' concerns that the current levy structure is not
reflective of rising production cost for planters over recent years. To recap, under the current
levy structure, a 3% levy is charged when MPOB reference prices exceed RM3,000/tonne in
Peninsular Malaysia and RM3,500/tonne in Sabah and Sarawak.

CPO prices steady amid global supply tightness. For 9M24, the average CPO ASP stood
at RM4,000/tonne, and we expect prices to remain stable at RM4,000-4,500/tonne. The
current global tightness in palm oil supply continues to support prices, keeping them at a
premium compared to other soft oils.

ASSUMPTION CHANGES

¢ Maintain our CPO ASP assumption at RM4,200/tonne. We maintain our CPO price
assumption at RM4,200/tonne in 2024.

SEPT 24 CPO PRODUCTION BY REGION AND STATES

(m tonnes) Sept 24 mom % chg yoy % chg 9M24 yoy % chg
Johor 0.30 (5.0 49 2.35 16.8
Pahang 0.33 (4.6) 18.6 251 26.7
Perak 0.16 (11.8) (9.5 1.45 5.4
Negeri Sembilan 0.07 (12.2) 6.2 0.55 252
Selangor 0.05 (2.3) 8.9 0.41 11.4
Terengganu 0.05 (7.4) (2.4) 0.35 237
Kelantan 0.03 9.2) 0.7 0.27 14.1
Kedah 0.02 (20.7) (6.3) 0.21 35.2
Other States 0.02 (14.4) (18.4) 0.17 9.7

Pen Malaysia 1.02 (7.2) 5.2 8.26 18.0
Sabah 0.39 5.3 (5.7) 3.09 (4.8)
Sarawak 0.40 (3.2) (7.8) 3.05 0.8
East Malaysia 0.80 0.9 (6.8) 6.14 (2.1)

Source: MPOB
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MALAYSIA PALM OIL INVENTORY
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MALAYSIA OIL EXTRACTION RATE
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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 or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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