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MISC Berhad

Secures time charter contract for 2 LNG vessels

INVESTMENT HIGHLIGHTS

¢ Awarded time charter contracts worth USD133m for 2 LNG
vessels by Eni S.p.A. for a period of five years

e Contracts expected to provide additional earnings of
RM44.6m per year

e MISC’s exposure to LNG time charter contracts to provide
support post winter season

¢ Maintain NEUTRAL with unchanged TP of RM6.33 per share

Awarded time charter contracts for 2 LNG vessels. MISC Bhd
(MISC) was awarded two time charter contracts for two LNG carriers
by LNG Shipping S.p.A. (LSS), wholly owned by Eni S.p.A., an Italian
oil and gas company. The LNG carriers that would be chartered are: (i)
LNG Portovenere, and (ii) LNG Lerici. The contracts are pursuant to a
Memorandum of Agreement between LSS and MIS, which resulted in
MISC acquiring ownership of the vessels from LSS.

Details of the time charter contracts. The combined value of
these two contracts are USD133m (~RM558m) with a period of five
years. Charter for LNG Portovenere will commence by December 2018
while LNG Lerici will begin in January 2019.

Our view. While MISC’s exposure to the LNG spot market is minimal,
time charter rates for LNG carriers have remained resilient. This will
provide some support post winter season especially in the wake of the
global trade war which may affect supply and demand dynamics.
Moreover, LNG vessels that are on time charters are not subject to any
bunker cost as these are being borne by the charterer. This will shield
MISC from the volatile environment of bunker prices in the future.
Once these time charter contracts expired, they can be potentially
converted into other LNG floating solutions such as Floating Storage
Units (FSUs)

Impact on earnings. These contracts are expected to provide
additional revenue of RM112m per annum. Assuming PBT margins of
40%, the contracts would translate into an additional PBT of
~RM44.6m per year, which is less than 5% PBT estimated in FY19.
We are maintaining our FY18 earnings estimates for FY18 as the
impact in FY18 is negligible at less than one percent. Nonetheless, as
we expect full contribution of these contracts in FY19, we are revising
our earnings estimates upwards for FY19 by +2.2% to RM1.66b.
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Maintain NEUTRAL with an unchanged TP of RM6.33 per share pegged to 0.80x price-to-book value
representing a discount of -1.5 (previously -2.5) standard deviation below its five-year average to reflect the buoyant
market condition moving forward. Our neutral stance is predicated on: (i) timing differences in revenue recognition of
tail end and new projects for the heavy engineering segment; (ii) contract renewal risk for its FSO projects and; (iii)
sizeable deliveries that may outweigh scrapping activities. This could be offset by MISC Berhad’s strategic term-to-
spot ratio for its petroleum vessels coupled with its chemical tankers being injected into a pool to optimise utiIisation.E

INVESTMENT STATISTICS
FYE Dec FY15 FY16 FY17 FY18F FY19F
Revenue (RM’ m) 10,908.4 9,597.2 10,068.2 8,800.0 9,475.1
EBIT (RM' m) 2,746.9 3,011.6 2,172.1 1,696.0 1,915.9
Pretax Profit (RM’" m) 2,566.9 2,814.0 2,003.6 1,396.5 1,667.9
Net Profit (RM' m) 2,513.9 2,793.3 1,990.7 1,388.1 1,657.9
Normalised Profit (RM'm) 3,085.1 1,883.0 2,788.9 1,388.1 1,657.9
EPS (sen) 69.4 42.2 62.5 31.1 37.1
EPS growth (%) 75.4 -39.2 48.1 -30.3 19.4
PER (x) 9.4 15.4 10.4 20.9 17.5
Net Dividend (sen) 30.0 30.0 30.0 30.0 30.0
Net Dividend Yield (%) 4.6 4.6 4.6 4.6 4.6

Source: MIDFR, Company
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DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it should
not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to change
without notice. The research analysts will initiate, update and cease coverage solely at the discretion of
MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may have
interest in any of the securities mentioned and may benefit from the information herein. Members of the
MIDF Group and their affiliates may provide services to any company and affiliates of such companies
whose securities are mentioned herein This document may not be reproduced, distributed or published
in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >10% over the next 12 months.

Stock price is expected to rise by >10% within 3-months after a Trading Buy rating has been

URARIIEI 0 assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

Stock price is expected to fa// by >10% within 3-months after a Trading Sell rating has been
assigned due to negative newsflow.

TRADING SELL
SECTOR RECOMMENDATIONS
POSITIVE The sector is expected to outperform the overall market over the next 12 months.

NEUTRAL The sector is to perform in line with the overall market over the next 12 months.



