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Regional Plantations

Indonesia taking measures to
lift demand and exports

A normalization of inventory still 2 months away

Export-friendly measure and increase in biodiesel mandate (to B35)
announced recently by the Indonesia (ID) government will help resolve its
bloated inventories (estimated to be >8.5mt) but may take at least 2
months for inventories to normalize as ID is now entering its seasonal peak
production cycle in 2H. The high export taxes for the month of July is a
currently a deterrent on exports and ought to be cut immediately to help
boost exports. Stay NEUTRAL. Our preferred BUYs: 10l and KLK.

Lifted export ratio & raising biodiesel blend to B35

After months of trying to bring down domestic CPO prices to provide for
affordable cooking oil to the masses, the ID government is now mulling
measures to boost the demand of palm oil. Over the past two weeks, the
ID government announced two key measures aimed at boosting demand
and exports: (1) the ID government lifted its domestics vs. export ratio to
1:7 from 1:5 effective 1 July. Under the changes, exporters can now export
palm oil at a rate of seven times their domestic sales (ie. the so-called
DMO or domestic market obligation); (2) the ID government plans to
implement B35 biodiesel blend (from B30) starting 20 July. According to
senior energy ministry official Dadan Kusdiana, the higher mandate could
create additional demand for 0.73m KL of palm biodiesel this year, bringing
the full year KL consumption to 10.88m. This translates to additional
0.15mt of CPO usage a month.

ID government is mulling lowering export taxes too

It is also reported that the ID government is considering: (a) setting its
CPO export reference price every 2 weeks instead of every month, aiming
to adjust quicker to the fast-changing market prices, and (b) cutting palm
oil export levy to help stimulate more overseas shipments. We believe
either strategy is sensible as the recent sharp drop in global CPO prices
coupled with high export taxes in the month of July is making it difficult
for any new sales to transact this month. We reckon exporters will likely
negotiate to push back export deliveries to the month of August in
anticipation of significantly lower export taxes to be announced by month-
end. In the month of July, the applicable CPO export tax is USD488/t (see
Fig.1; before domestic market obligation or USD200/t extra export taxes
applicable under the Flush Out program). But end-July (assuming current
global CPO prices are unchanged), we believe the ID government will
announce a sharply lower export taxes applicable for the month of August,
likely to be USD224/t or USD289/t (see Fig.2) as global CPO prices have
fallen sharply the past month.

Domestic CPO price in ID hit new lows in recent days

Domestic CPO price in ID was MYR2,152/t on 8 July (or IDR7,288/kg), after
briefly dipping below IDR7,000/kg on 6 & 7 July (Fig.3). The lower prices
are in tandem with lower BMD FCPO global benchmark prices. The price
gap between MY and ID is now at MYR2,152/t (Fig.4). We believe the price
gap will narrow once ID revises down its export taxes. But without fresh
catalyst to push CPO price higher, all eyes will be on the weather condition
and crop development in the Northern Hemisphere for fresh price
direction (and support to CPO price).
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Regional CPO price forecast

2022E 2023E
MYR/t MYR/t
Full year avg (FOB) 5,000 3,400
MDEX / MPOB prices:
3M CPO price (8 July) 4,163
YTD (8 July) 3M CPO ASP 5,833
YTD (8 July) spot CPO ASP 6,286
Plantation stocks mentioned on cover page
Company BBG Rec Shrpx Tgt px
ticker
MY listed LCY LCY
KL Kepong KLK Buy  20.62 28.10
101 Corp 101 Buy 3.80 4.21

Source: Maybank IBG Research

Terms used in this note:

ASP - Average Selling Price
BMD - Bursa Malaysia Derivative
CPO - Crude Palm Oil

FCPO - Futures Crude Palm Oil
ID - Indonesia/ Indonesian

KL - kiloliters

LCY - Local currency

mt - million tonnes

MY - Malaysia/ Malaysian

PO - Palm Qil

t - tonnes
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Stock Bloomberg Mkt cap Rating Price TP Upside P/E (x) P/B (x) Div yld (%)
code (USD'm) (LC) (LC) (%) 22E 23E 22E 23E 22E 23E
Sime Darby Plant SDPL MK 6,358 Hold 4.07 4.42 14 9.9 16.2 1.7 1.7 6.1 3.7
101 Corp 101 MK 5,395 Buy 3.80 4.21 14 14.7 16.4 2.2 2.1 4.1 3.7
KL Kepong KLK MK 5,035 Buy 20.62 28.10 41 10.1 14.7 1.7 1.6 5.3 4.1
First Resources FR SP 1,703 Hold 1.51 1.62 13 7.3 9.1 1.3 1.2 6.9 5.5
Genting Plant GENP MK 1,291 Hold 6.37 6.40 6 10.0 15.9 1.1 1.0 6.0 3.8
Bumitama Agri BAL SP 776 Buy 0.62 0.78 32 5.8 6.4 1.0 0.9 6.9 6.2
Swk Oil Palms SOP MK 532 Hold 3.97 4.01 5 4.7 7.9 0.7 0.7 4.3 3.8
Boustead Plant ~ BPLANT MK 387 Hold 0.77 0.87 18 5.4 14.2 0.6 0.6 18.4 4.2
Ta Ann TAH MK 383 Hold 3.81 4.06 17 5.4 8.4 1.0 0.9 11.0 7.1
TSH Resources TSH MK 321 Hold 1.03 0.98 1 8.1 11.5 0.8 0.7 5.9 2.6
TH Plantations THP MK 111 Sell 0.56 0.55 (1) 4.3 10.6 0.6 0.6 0.0 0.0
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Fig. 1: Indonesia’s combined export taxes (ie export duty + levy) - till 31 July 2022
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Price)
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CPO 55 78 113 148 187 219 274 303 338 366 390 415 430 445 460 475 488
RBD Palm 35 51 67 85 111 131 181 203 224 243 267 275 290 305 320 335 352
Olein
RBD Palm 38 54 70 8 107 125 174 194 214 233 251 248 261 274 287 300 314
oil
Biodiesel 25 41 57 73 89 95 132 140 147 186 193 202 212 223 233 243 255
Source: Indonesia’s Ministers Decree
Fig. 2: Indonesia’s combined export taxes (ie export duty + levy) - to be effective 1 Aug 2022
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RBD Palm 38 54 70 86 107 | 134 193] 223 248 272 295 292 305 318 331 344 358
oil
Biodiesel 25 M 57 73 89| 104 151 169 181 225 237 246 256 267 277 287 299
Source: Indonesia’s Ministers Decree
Fig.3: Domestic CPO spot prices in Malaysia and Indonesia (converted from IDR into MYR per tonne)
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Fig.4: Indonesia’s CPO price discount to Malaysia (in MYR per tonne)
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Fig.5: Geographical exposure (by oil palm planted area) for stocks under coverage

Oct-21
Nov-21
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Company Malaysia  Indonesia Others Remarks

(%) (%) (%)
SDPL MK - Sime Darby Plantation 51 33 16 Integrated player
101 MK - 101 Corporation 88 12 Integrated player
KLK MK - KL Kepong 43 55 2 Integrated player
GENP MK - Genting Plantations 41 59 Integrated player
THP MK - TH Plantations 97 3
SOP MK - Sarawak Oil Palms 100 Integrated player
TAH MK - Ta Ann Holdings 100 -
TSH MK - TSH Resources 15 85
BPLANT MK -Boustead Plantations 100
FR SP - First Resources - 100 Integrated player
BAL SP - Bumitama Agri - 100

Source: Companies

Risk statement

There are several risk factors that may affect our sector view, earnings estimates,

price targets, and ratings of stocks under coverage. Key risks to the sector and
companies are:

Upside risks: (i) Weaker-than-expected production recovery of palm oil and other
vegetable oils in 2H22; (ii) Brent crude oil price inches closer to USD150/barrel;
(iii) Weather anomalies at major palm oil and oilseeds producing regions persisting
into 2H22; (iv) Unfriendly government policies at producing or exporting countries;
and (v) the Russia-Ukraine war extending into 2H22.

Downside risks: (i) Reversal of Brent crude oil price to sharply below USD80/
barrel; (ii) Negative policies imposed by importing countries; (iii) Unfriendly
government policies at producing or exporting countries; (iv) Production in 2022
turns out much stronger than expected; (v) Global demand turns out to be weaker
than expected on demand destruction; and (vi) Weaker competing oil prices (like
soybean and rapeseed).

July 12, 2022
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an of fer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at
any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the
occurrence of unanticipated events.

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this
respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the I0D is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Maybank Securities USA Inc (“MSUS”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by MSUS in the US shall be borne by MSUS. This report is not directed at you if Maybank IBG is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that MSUS is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Maybank Securities
USA Inc. 400 Park Avenue, 11th Floor, New York, New York 10022, 1-(212) 688-8886 and not with, the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.
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