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PMETAL is investing RM1.04b for an 80% stake in a JV project for Share Price Performance
an alumina refinery in West Kalimantan, Indonesia. We are

6.30

positive on this venture as the investment aims to secure alumina 610
supply, with two other investments in alumina refinery, ensuring 5.90
75% of its alumina requirement is locked in. Given its balance 5.70
sheet and cashflow generating ability, PMETAL can finance this 9L
without taking on debt. However, it has to equity account for this o
investment. We maintain our estimates, TP of RM5.80 and A
OUTPERFORM call. 470
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PMETAL announced that it is setting up a strategic JV in PT Kalimantan
Alumina Nusantara (KAN) with two Indonesian parties, namely PT
Alakasa Alumina Refineri (AAR) and PT Dinamika Sejahtera Mandiri KLCI 1'660-509
(DSM). PMETAL is expected to subscribe for a total of seven tranches YTD KLCI chg 14'20/0
of new KAN shares or 80% equity stake in KAN at a total of USD240.0m YTD stock price chg 0.8%
(c.RM1.04b). Eventually, the shareholding of KAN will be - PMETAL

80%, AAR 19.77% and DSM 0.23%. Stock Information

Shariah Compliant Yes

The JV company — KAN will undertake a project in Sanggau, West Bloomberg Ticker PMAH MK Equity
Kalimantan, covering c.980ha of land to house an alumina refinery plant Market Cap (RM m) 39,962.1
with an annual production capacity of 1 to 1.2m MT, along with a power ~Shares Outstanding 8,239.6
plant, jetty and supporting infrastructure. The total cost for Phase 1 is = 92-Week range (H) 6.08
estimated at USD750m (c.RM3.24b). There is potential for capacity 22 Weekrange (L) 4.37
expansion in Phase 2 which could add another 1 to 1.2m MT. 3-mth avg daily vol: 9,001,918
. . . . Free Float 38%
Meanwhile, KAN is expected to secure bauxite supply from DSM while Beta 12

the final product, alumina will be sold to PMETAL.

Strategic leverage. This venture is not unexpected, as PMETAL also _Major Shareholders

holds a 50% stake in Japan Alumina Associates (Australia) Pty Ltd Alpha Milestone Sdn Bhd 33.8%
(JAA) and a 25% stake in PT Bintan. These investments allow PMETAL ~Koon Ming Poh 6.2%
access to 230,000 MT alumina production capacity at JAA and 500,000 Koon Weng Poh 5. 7%

MT at PT Bintan. With the KAN venture, PMETAL has effectively locked

in 75% of its alumina requirement, ensuring a stable supply of raw S 1B Vel =

materials, and potentially logistics savings. FY Dec (RM m) 2023A  2024F  2025F

Turnover 13803 15778 15636
Forecasts. Maintained as the new venture is unlikely to affect its near- EBIT 1709 2218 2478
term earnings. For reference, PT Bintan project took 2.5 years to reach ~ PBT 1632 2169 2426
production. Furthermore, PMETAL has no financial constraints in  Net Profit (NP) 1214 1572 1757
funding the project as it had RM2.01b cash as of Jun 2024 with strong = Core Net Profit 1254 1572 1757
cash flow generating ability. Consensus (NP) - 1709 1955

Earnings Rev. (%) - - -
Valuations. Maintain our DCF-derived TP of RM5.80, based on Core EPS (sen) 15.2 19.1 21.3
unchanged WACC of 7.8% and TG of 2%. On these assumptions, we Core EPS Growth (%) -12.9 25.4 11.8
estimate that PMETAL may have to generate savings of c.1 ppt to pre- NDPS (sen) 7.0 7.6 8.5
tax margin annually to justify the USD240m outlay from a NPV BV/Share (RM) 0.90 0.95 1.08
perspective. Our TP reflects a 5% premium by virtue of its 4-star ESG = NTA/Share (RM) 0.89 0.95 1.07
rating as appraised by us (see Page 4). PER (x) 31.6 25.4 22.8

PBV (x) 5.41 5.08 4.48
Investment case. We continue to like PMETAL for its: (i) structural cost = P/NTA (x) 5.46 5.13 4.52
advantage over international peers given its access to low-cost hydro- Net Gearing (x) 0.52 0.34 0.14
power secured under four long-term PPA contracts ending between Net Dividend Yield (%) 1.5 1.6 1.8

2034 and 2040, (ii) strong secured alumina supply with stakes in two
alumina miners, i.e., Japan Alumina Associate (40%) and PT Bintan
(25%) which supply 40% of its requirements, and (iii) green investment
appeal as a clean energy source producer. OUTPERFORM rating
maintained.
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Risks to our recommendation include: (i) a global recession resulting in a sharp fall in the demand for aluminium, hurting
prices, (ii) escalation in the cost of key inputs such as alumina and carbon anode, and (iii) major plant disruptions or plant

closures.
Income Statement Financial Data & Ratios
FY Dec (RM m) 2021A 2022A 2023A 2024F 2025F FY Dec 2021A 2022A 2023A 2024F 2025F
Turnover 10995 15683 13803 15778 15636 Growth (%)
EBITDA 1954 2585 2376 2853 3130 Turnover 45.8 426 -12.0 14.3 -0.9
Depreciation -431 -576 -667 -635 -651 EBITDA 62.8 32.3 -8.1 20.1 9.7
Operating Profit 1523 2009 1709 2218 2478 Operating Profit 95.5 319 -149 29.8 11.7
Interest Expense -168 -242 -242 -259 -228 PBT 122.4 353 -16.4 329 11.8
Associate 82 174 180 189 169 Net Profit 119.1 404 -13.7 29.4 11.8
Exceptional Iltems 0 0 -39 0 0 Core Net Profit 126.7 426 -12.9 25.4 11.8
PBT 1443 1952 1632 2169 2426
Taxation -148 -185 -115 217 -243 Profitability (%)
Minority Interest -293 -360 -303 -380 -427 EBITDA Margin 17.8 16.5 17.2 18.1 20.0
Net Profit 1002 1407 1214 1572 1757 Operating Margin 13.9 12.8 12.4 14.1 15.9
Core Net Profit 1010 1440 1254 1572 1757 PBT Margin 13.1 124 118 13.7 155
Net Margin 9.1 9.0 8.8 10.0 11.2
Balance Sheet Core Net Margin 9.2 9.2 9.1 10.0 11.2
FY Dec (RM m) 2021A 2022A 2023A 2024F 2025F Effective Tax Rate 10.2 9.5 7.0 10.0 10.0
Fixed Assets 7109 7183 6887 6884 6533 ROA 7.1 8.6 9.0 11.7 13.8
Associates 1342 1547 1547 1450 1450 ROE 25.5 26.8 17.8 20.6 20.9
Goodwill 64 67 67 67 67
Other Fixed Asset: 678 959 953 982 988 DuPont Analysis
Inventories 2734 2795 3315 2833 2741 Net Margin (%) 9.2 9.2 9.1 10.0 11.2
Receivables 1800 2052 2096 1970 1952 Assets Turnover (x) 0.8 1.0 0.8 1.1 1.1
Other CA 27 143 159 144 142 Leverage Factor (x) 3.7 2.3 2.3 1.9 1.6
Cash 459 587 1818 274 327 ROE (%) 26.1 21.7 17.0 20.0 19.7
Total Assets 14211 15333 16842 14603 14200
Leverage
Payables 1422 1386 1438 1293 1261 Debt/Asset (x) 0.43 0.32 0.34 0.20 0.11
ST Borrowings 2583 1554 1500 928 725 Debt/Equity (x) 1.59 0.73 0.76 0.38 0.18
Other ST Liability 569 216 209 217 216 Net Cash/(Debt) -5698 -4267 -3832 -2704 -1248
LT Borrowings 3573 3301 4150 2050 850 Net Debt/Equity (x) 1.47 0.64 0.52 0.34 0.14
Other LT Liability 1144 868 837 873 865
Minority Interest 1047 1371 1323 1379 1367 Valuations
Net Assets 3873 6638 7386 7863 8917 EPS (sen) 123 175 152 19.1 21.3
NDPS (sen) 3.8 6.8 7.0 7.6 8.5
Share Capital 1088 2053 2053 2053 2053 BV/share (RM) 0.47 0.81 0.90 0.95 1.08
Reserves 2784 4585 5333 5810 6864 NTA/share (RM) 0.46 0.80 0.89 0.95 1.07
Equity 3873 6638 7386 7863 8917 PER (x) 47.2 27.9 31.6 25.4 22.8
Net Yield (%) 0.6 1.4 1.5 1.6 1.8
Cashflow Statement P/BV (x) 12.30 6.06 5.41 5.08 4.48
FY Dec (RM m) 2021A 2022A 2023A 2024F 2025F P/NTA (x) 12.50 6.12 5.46 5.13 4.52
Operating CF 47 1999 1379 2647 2458 EV/EBITDA (x) 27.3 172 183 15.0 12.8
Investing CF -1202 -700 -300 -300 -300
Financing CF 852 -1175 151 -3301 -2105
Change In Cash -303 124 1231 -954 53
Free CF -1155 1299 1079 2347 2158
Capex -1049 -665 -300 -300 -300

Source: Kenanga Research
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Peer Table Comparison

PER (x) - Net. Net Div
Core EPS Growth Core Div. Yid
Earnings (sen) (%)
1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 1-Yr.
Fwd. Fwd. Fwd. Fwd. Fwd. Fwd.

Core EPS
Upside  Market Cap Shariah Current (sen)
(C) (RM'm) Compliant FYE

Target
Price
(RM)

Last Price
(Rm)

Rating

Stocks Under Coverage

ENGTEX GROUP BHD OoP 0.630 0.810 28.6% 497.3 Y 12/2024 6.4 125 175.0% 96.4% 9.9 5.0 0.3 3.2% 0.8 1.2%
OM HOLDINGS LTD OP 1.15 1.80 56.5% 881.2 Y 12/2024 17.7 29.8 63.6% 68.6% 6.5 3.9 0.4 7.0% 6.6 5.7%
PRESS METAL ALUMINUM HOLDINGS BHD OoP 4.85 5.80 19.6% 39,962.1 Y 12/2024 19.1 21.3 25.4% 11.8% 25.4 22.7 5.1 20.6% 7.6 1.4%
UNITED U-LI CORPORATION BHD OP 1.79 2.30 28.5% 389.9 Y 12/2024 18.9 28.8 2.5% 52.6% 9.5 6.2 0.9 10.4% 6.0 3.4%
Sector Aggregate 41,730.5 28.0% 18.2% 23.6 19.9 3.8 16.0% 2.9%

Source: Kenanga Research
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Stock ESG Ratings:

I T

Earnings Sustainability & Quality * * *
= Community Investment *x Kk K
% Workers Safety & Wellbeing * * *
= Corporate Governance * * * *
L(B Anti-Corruption Policy * * *
Emissions Management * * * *
Product Quality & Safety * * * *
O  Supply Chain Management * * * *
L. Energy Efficiency *x Kk ok Kk K
§  Effluent/Water Management 2 D S ¢ ¥¢ denotes half-star
% Waste Management LU S S ¢ * -10% discount to TP
Legal & Regulatory Compliance *x Kk *x *k -5% discount to TP
% %% TP unchanged
OVERALL * o ok ok oy * %%k +5% premium to TP
%k kKk*k +10% premium to TP
Stock Ratings are defined as follows:
Stock Recommendations
OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%
Sector Recommendations***
OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’'s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

his 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. Kenanga Investment
Bank Berhad being a full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider
with respect to a security that may also fall under its research coverage.
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