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Northport enjoys spillover from neighbouring ports
BUY

(Maintained)

Rationale for report: Company update

Price RMO0.83 : ;
Fair Value RM1.49 Investment Highlights
52-week High/Low RM0.96/RM0.45
® \We maintain our forecasts but tweak our fair value (FV)
Key Changes_ down slightly by 3% to RM1.49 (from RM1.54) based on
Eag;value z “sum of parts” (SOP), adjusting for a 3% discount to reflect
a 2-star ESG rating as appraised by us (Exhibits 1, 2 & 5).
YE to Dec FY20 FY21F FY22F  FY23F The FV values MMC'’s ports division at 16x FY21F earnings
(a 30% discount to its peers' historical average to reflect its
Revenue (RM mil) 4,489.4 49760 54895 4,746.8 lower margin Maintain BUY
Core net profit (RM mil) 4604 3962 4450 4203 ower margins). Mainta uY.
Eg gore EEg (SEH)h o égé (1133;; gg (15365)} ® \We came away from MMC'’s analyst briefing feeling positive.
ore growt () . . . . .
Consensus Net Profit (RM mil) - 324.0 345.0 - The key takeaways are as follows:
ggs(x()se”) g'g Z'S g'g ;‘75 1. Outlook for ports: MMC highlighted that the sector’s
EV/EBITDA () 55 83 79 8.3 outlook remains positive in FY21F as economies
Div yield (%) 8.7 9.2 10.3 9.7 reopen. Already, PTP registered a record container
ROE (%) 38 4.0 44 41 volume handled of 9.85mil TEUs in FY20, translating to
i 0, .
Net Gearing (%) BLo22 T4 701 an 8% growth YoY. It also expects stronger container
Stock and Financial Data volume recovery at Penang Port underpinned by the
return of containers’ volume from southern Thailand
Shares Outstanding (million) 3,045.1 following the reopening of borders for cargoes, coupled
Market Cap (RM mil) 2,375.2 with its recently awarded free commercial zone status
Book Value (RM/share) 3.93 (which enables it to tap into the transshipment market).
P/BV 2 . . .
R/OE((UQ) g.& 2. Northport: Similarly, it recorded the highest monthly
Net Gearing (%) 73.1 volume of 310.5K TEUs handled in December 2020,
backed by the return of major shipping lines such as
Major Shareholders Seaport Terminal (Johore) Sdn ONE Evergreen MSC amid port congestion
Bhd(51.8%) i d at Wi ’ 4P £ S PSA
Amanahraya Trustees experlence gt estports gn ort of Singapore (PS )
Berhad(20.3%) This broughtits total container volume handled to 2.7mil
Urusharta Jamaah Sdn Bhd(3.4%) TEUs in FY20, translating to a 0.6% increase YoY. For
Free Float 245 ; ;
Avg Dally Value (RM mil) 35 the yegr, it has recelveq 108 ad-hoc calls and observed
nine diversion of services from Westports, as well as
Price performance 3mth 6mth 12mth nine new services calling at the port.
Absolute (%) (15.2) 4.0 (11.4) 3. MMC shared more information on Aliran Ihsan
Relative (%) (13.9) 0.3 (16.7) Resources (AIRB) (which makes up about 5% of our
SOP valuation). The integrated solution service provider
3.0 4 r 2,000 in water and wastewater development has about three
- 1,800 decades of experience in water supply services industry
251 L 1,600 in Malaysia.
20 | k1,400 . . ) ) )
: L 1200 Some of its current projects include: (i) operation and
15 ] L 1000 maintenance (O&M) of two water treatment plants
800 (WTPs) in Gunung Semanggol and Taiping; (ii) six
1.0 600 industrial wastewater reclamation plants using
L 400 membrane technology; and (iii) non-revenue water
51 L 200 (NRW) reduction projects for sister companies Johor
00 i i i i 0 Port, Northport, Penang Port and Senai Airport, etc.
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traditional municipal businesses to higher growth
segments such as water reclamation and NRW projects

to boost margins.
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The port sector in the region (Malaysia included) has come out from the pandemic relatively unscathed. Over the long
term, its outlook is resilient underpinned by global trade and investments in the manufacturing sector that generate
tremendous inbound (feedstock) and outbound (finished product) throughput for ports. There have been significant
relocations of the manufacturing base by multi-national companies out of China due to the rising labour and land
costs, exacerbated by the US-China trade war.

MMC Corp is well positioned to capitalise on these via its stable of five ports in Peninsular Malaysia with a total
container handling capacity of 21.3mil TEUs annually (50% higher than its peer, Westports’ capacity of 14mil TEUs
annually). We see value in MMC Corp with its port business valued at 9x forward P/E on a stand-alone basis.

EXHIBIT 1: SOP VALUATION

FYE Dec Value (RM mil) Basis

Ports & Logistics

Ports 6,089.8 16x FY21F earnings, a 30% discount to 23x of peers historical average

Senai Airport 160.0 Book value

Engineering & Construction 256.8 Net profit from outstanding orderbook, discounted to NPV at a 10% discount rate

Energy & Utilities

Malakoff (38.5%) 1,608.7 AmBank’s FV @ RM0.95 with 10% discount

Gas Malaysia (30.9%) 1,057.0 Consensus FV @ RM2.96 with 10% discount

Aliran lhsan Resources Berhad 487.0 Acquisition cost

Net Cash/(Debt) (4,957.0) As at 31 Dec 2020 (at company level)

Total Value (RM mil) 4,702.2

No of shares 3,045.1

FV per share 149 Discounted by 3% (from RM1.54) to reflect a 2-star ESG rating

Source: Company, Aminvestment Bank Bhd
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EXHIBIT 2: OUTSTANDING CONSTRUCTION ORDER BOOK (AS AT DEC 2020)

Source: Company

EXHIBIT 3: NORTHPORT EXPANSION PLANS

Source: Company
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EXHIBIT 4: AIRB'S NON-REVENUE WATER PROJECTS OVERVIEW

Source: Company

EXHIBIT 5: ESG RATING
Overall *x X
Zero-carbon initiatives
Pollution control

Sustainable industrialization * *
Diversity and inclusion

Employees welfare *
Corporate social responsibilities *

* % % Ok % % %
* % % Ok % % %

Accessibility & transparency
Supply chain auditing * *

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

EXHIBIT 6: PB BAND CHART EXHIBIT 7: PE BAND CHART
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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 or investment products. Aminvestment 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, AmInvestment
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. Aminvestment, 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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