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Malaysia Smelting Corp 
Last Price: RM3.69 
 Rating Fair Value 

Solid Tin Prices Boosted Earnings  
Kenanga Trading Buy RM5.55 

Consensus N/A N/A 

By Teh Kian Yeong l tehky@kenanga.com.my  
 

INVESTMENT MERIT 

MSC, the world’s largest toll smelter, has experienced 
gyrations in its share price of late given the easing of tin 
prices following the strong rally in 1QFY22. Having said 
that, tin prices are likely to stay elevated given the 
persistent supply-demand imbalance. And, this should 
benefit MSC in the near to medium term. MSC is likely to 
see another record earnings year in FY22. Still a Trading 
Buy with a FV of RM5.55.  

Share price off all-time-high. After we issued our Trading Buy report 
on Malaysia Smelting Corporation Bhd (MSC) in late-Feb, its share 
price had since hit all-time-high at RM5.43 on 21 April, thanks largely 
to the commodity rally on supply-demand imbalance which was further 
fuelled by the Russia-Ukraine war. However, share price has fallen to 
RM3.69 yesterday as tin prices has tapered to USD34,000/MT level 
currently from above USD40,000/MT last month, as prices are 
softening as earlier  fears of supply disruptions are easing on the back 
of rising inventories.  

Earnings soared 2-fold from last year… On Wednesday, MSC 
reported 1QFY22 net profit which jumped 191% to RM64.3m from 
RM22.1m in 1QFY21 as revenue leapt 30% to RM359.5m from 
RM275.9m previously. The performance is in line with our expectation, 
making up 36% of our full-year projection of RM176.4m as we expect 
earnings to taper in 2HFY22 as tin price eases. The strong 1QFY22 
results was largely thanks to the said solid tin prices with average spot 
price surging 80% over the same period to USD42,909/MT in 1QFY22 
from USD23,708/MT in 1QFY21. QoQ, despite revenue rising 40%, 
1QFY22 net profit was flattish due to lower mining production volume 
by c.10% owing to production disruption caused by COVID-19 infection 
among its workers. The higher revenue was due to a 13% hike in 
average tin prices from USD37,815/MT in 4QFY21.  

…boosted by solid tin prices. Strong tin prices continued to benefit 
MSC especially its Tin Mining segment which saw its PAT margin 
improving QoQ to 59% from 56% despite lower production volume 
while Tin Smelting reported strong jump in PAT to RM41.5m from 
RM17.6m due to sale of refined tin derived from the processed tin 
intermediates. This lifted Tin Smelting segment’s PAT margin to 12% 
from 7%. Meanwhile, the new Pulau Indah Plant posted 75% utilisation 
and it is expected to achieve full capacity this year. This is expected to 
improve efficiency, and with newer technology, better overall margin is 
anticipated.  

Albeit off recent high, tin prices will stay elevated in the near 
term. While the market is experiencing corrections of late as fears of 
supply disruption allay, tin prices are expected to stay elevated give 
the increased global demand in the EV segment. QTD, 2QFY22 
average tin price has fell 5% to USD40,575/MT, against current price 
of USD34,000/MT, from USD42,909/MT in 1QFY22 and consensus 
forecast of USD41,100/MT for FY22 and forward price of 
USD36,553/MT for FY22. To recap, our FY22/FY23 earnings 
projections for MSC of FY176.4m/ FY206.7m are based on tin prices 
assumption of USD34,750-32,438/MT. For now, we are keeping our 
projection unchanged. 

FY22 is likely to be a record year. While prices have eased off, tin 
price is expected to stay higher than pre-COVID level given the 
supply-demand imbalance. Thus, this could lead to solid earnings for 
industry players like MSC. Hence, its recent share price correction 
could provide a buying opportunity. We have previously valued the 
stock at a range of RM4.62 (based on consensus tin price forecast) 
and RM6.48 (based on forward tin price) and settled at a fair value of 
RM5.55 which is the mean. We are keeping the valuations unchanged 
for now. As such, investors who have the view of sustainable tin prices 
should consider a Trading Buy stance.   

 

 

Stock Information 

Shariah Status No 

Stock Name Malaysia Smelting Corp Bhd 

CAT Code 5916 

Industry Commodity  

Industry Sub-sector Tin Mining & Smelting 

YTD stock price chg 13.5% 

Market Cap (RM m) 1,549.8 

Issued shares (m) 420.0 

52-week range (Hi)                               5.46  

52-week range (Low)                               1.74  

3-mth avg daily vol:                      1,851,673  

Free Float 45% 

Beta                                 0.8  

Altman’s Z-score 3.68 

 

Major Shareholders 

Straits Trading Co Ltd 26.8% 

Straits Trading Amalgamate 16.6% 

Sword Investments Private Limited 5.1% 

 

Financials 

FY Dec (RM m)  2021A   2022E   2023E  

Revenue 1,076.6 1,350.0 1,324.2 

EBITDA 185.1 277.0 304.2 

Profit Before Tax  158.4 238.0 264.5 

Net Profit 118.1  176.4  206.7  

EPS (sen) 28.1  42.0  49.2  

BV/Share (RM) 1.3  1.6  2.0  

PER (x) 13.1  8.8  7.5  

P/B (x) 2.8  2.3  1.9  

Net Gearing (x) 0.40 0.58 0.25 

DPS (sen) 7.0  10.5  12.3  

Div Yield (%) 1.9 2.8 3.3 

    

Quarterly Financial 

Data (RM m) 3Q21 4Q21 1Q22 

Revenue 218.5 256.1 359.5 

PBT/(LBT) 38.9 85.2 90.2 

Net Profit      28.9     64.1       64.3  

Basic EPS (sen)        6.9      15.3       15.3  

Revenue Growth (QoQ) -33.2% 17.2% 40.4% 

EPS growth (QoQ) 888% 121% 0% 

Net Margin (QoQ) 13.2% 25.0% 17.9% 

    

Peers Comparisons 

PER 

(FY22E) 

Div. Yld 

(%) 

Mkt Cap 

(USD m) 

Yunnan Tin (China) 6.2 0.1 3.970 

PT Timah (Indonesia) 7.9 N/A 845 

Minsur SA (Peru) 4.0 7.8 3,480 

    

Average 6.0 2.6  
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Daily Charting – Malaysia Smelting Corporation  

 

 

Comment: An intermediate technical rebound may not be 
too far away after plunging 31% from a peak of RM5.43 on 
22 April this year. This comes as both the RSI and 
stochastic indicators are poised to climb out from their 
oversold territories. On the way up, we have set our 
resistance hurdles at RM4.32 (R1) and RM4.63 (R2). 
Beyond the short-term, the technical outlook for MSC shares 
remains uncertain at this juncture. Our immediate support 
level is seen at RM3.35 (key 200-day SMA level currently) 
while the next support threshold is pegged at RM3.07 
(based on the 50% Fibonacci retracement line). 
 

 

About the stock: 

Name : Malaysia Smelting Corp Bhd 

Bursa Code : MSC 

CAT Code : 5916 

 

Key Support & Resistance level 

Resistance  : RM4.32 (R1) RM4.63 (R2)  

Support : RM3.35 (S1) RM3.07 (S2)  

Outlook : Positive 

Source: Kenanga Research 

 

CORPORATE STRUCTURE  BUSINESS OVERVIEW 

 Started as a smelting plant in Butterworth since 1902, MSC is 
the world’s largest toll smelter, smelting third party tin 
concentrates from all over the world. It is replacing its aging 
reverberation furnaces, upgrading its smelting technology via 
relocating to a new and modern plant in Pulau Indah. This will 
increase its smelting capacity to 60,000 MTPA from 40,000 
MTPA currently. On the other hand, through RHT which was 
acquired in Nov 2004, MSC owns the country’s largest open-
pit alluvial tin mine, Rahman Hydraulic Tine Mine, located in 
Pangkalan Hulu, Perak.   

 

BUSINESS SEGMENTS 

MSC business are segmented into upstream tin mining 
through RHT and downstream smelting plant which is in the 
midst of migrating from its Butterworth plant to a new facility 
in Pulau Indah.  

 
 
 
 
 
 
 
 

MSC 

Upstream 
RHT 

Downstream 
Smelting plant in 
Butterworth, to be 
migrating to new 
plant in Pulau 
Indah  
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Income Statement 
         

  1Q 4Q Q-o-Q 1Q Y-o-Y 3M 3M Y-o-Y 
FY Dec (RM m) FY22 FY21 Chg FY21 Chg FY22 FY21 Chg 
Turnover 359.5 256.1 40% 275.9 30% 359.5 275.9 30% 
EBITDA 87.2 90.6 -4% 37.3 134% 87.2 37.3 134% 
Depreciation -2.8 -2.1 35% -4.5 -36% -2.8 -4.5 -36% 
Operating profit  84.3 88.5 -5% 32.8 157% 84.3 32.8 157% 
Finance costs 5.2 -4.4 -220% -3.5 -247% 5.2 -3.5 -247% 
Share of associates income 0.7 1.0 -31% 1.0 -28% 0.7 1.0 -28% 
Pretax profit 90.2 85.2 6% 30.2 199% 90.2 30.2 199% 
Taxation -25.9 -20.7 26% -8.1 219% -25.9 -8.1 219% 
Profit after tax 64.3 64.6 0% 22.1 191% 64.3 22.1 191% 
Minority interest 0.0 -0.5 -109% 0.0 175% 0.0 0.0 175% 
Net profit 64.3 64.1 0% 22.1 191% 64.3 22.1 191% 
EPS (sen) 15.3 15.3 0% 5.3 191% 15.3 5.3 191% 
                 
EBITDA margin 24.3% 35.4%   13.5%   24.3% 13.5%   
EBIT margin 23.5% 34.6%   11.9%   23.5% 11.9%   
Pretax margin 25.1% 33.3%   11.0%   25.1% 11.0%   
Effective tax rate 28.7% 24.3%   26.9%   28.7% 26.9%   
                 
         

 

Source: Company  
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not 
make any representations as to its accuracy or completeness.   Any recommendation contained in this document does not have regard to 
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This 
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. 
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document 
or any solicitations of an offer to buy or sell any securities.  Kenanga Investment Bank Berhad and its associates, their directors, and/or 
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or 
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. 
 

Published and printed by: 
 
KENANGA INVESTMENT BANK BERHAD (15678-H)  
Level 12, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia   
Telephone: (603) 2172 0880   Website: www.kenanga.com.my   E-mail: research@kenanga.com.my  

http://www.kenanga.com.my/
mailto:resear

