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ules the roost

=77 T was a tough and volatile 2016 on Bursa Malaysia, but 48
 listed companies bucked the trend and delivered stronger
¥ proﬁts Our final Focus List for the year features the compa-

L nies which successfully navigated the headwinds.
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The year's best perlormer in terms
of profits was Public Bank Bhd which
chalked up a net profit of RMS5.1 bil for
financial year ended Dec 31, 2015, up
12.23% from RM4.6 bil a year earlier.
For the first nine months of FY ending
Dec 31, 2016, the second largest bank in
market capitalisation booked a net profit
of RM3.8 bil, up 5.5% from RM3.6 bil in
the previous corresponding period.

Following the group's Q3FY16
results, MIDF Research upgraded its
call on Public Bank to buy, with a target
price of RM22.20. “We are impressed
that the group has managed to weather
the current weak environment,” it said,
highlighting the group’s good asset qual-
ity, robust loan growth and net interest
margins holding steady for the upgrade.
The counter closed at RM19.80 on
Dec 16.

RHB Research in a recent report
said while it was neutral on the banking
sector, it has a buy call on Public Bank
with a target price of RM22, It said it
preferred banks which offer investors
solid asset quality and better earnings
predictability, and viewed Public Bank
as best capable of meeting these.
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Batu Kawan, KLK did well

Coming in second and third were plan-
tation companies Batu Kawan Bhd and
its 46,57%-owned Kuala Lumpur Kepong
Bhd (KLK) respectively, both posting
strong profit growth year-on-year (yoy).

Batu Kawan's net profit jumped 83%
to RM1.8 bil for FY ended Sept 30, 2016
from RM970 mil previously.
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Public Bank Bhd

Despite its other operating expenses
rising 11.9% to RM2.92 bil in FY15
from RM2.61 bil in FY14, Public
Bank’s net profit firmed 12.23% to
RMS5.12 bil from RM4.56 bil.

The higher net profit was driven by
continued healthy loan and customer
deposit growth coupled with sustained
strong asset quality. Gross loans grew
11.6% to RM273.4 bil (FY14: RM245.04
bil). Total customer deposits rose 8.9%
to RM301.2 bil (Fy14: RM276.5 bil), due
mainly to higher net interest income,

and impaired loan ratio improving
to 0.5%.

Net profit for MIFY16 grew 4.26%
to RM3.77 bil against RM3.61 bilin the
previous corresponding period, due

to higher net interest income and income
from Islamic banking business.

Public Bank is the second largest
bank after Maybank with a market
capitalisation of RM76.46 bil. It is con-
trolled by founder and chairman Tan Sri
Teh Hong Piow, 86, with a 23.54% stake
(22.9% held through his Consolidated Teh
Holdings Sdn Bhd).

Batu Kawan Bhd,
Kuala Lumpur

I BATU KAWAN BERHAD l

and became the latter's
controlling shareholder.

Kepong Bhd

In FY16, Batu Kawan's net profit
jumped 83.10% to RM1.78 bil year-
on-year from RM970.47 mil. It was
due to recognition of a RM489.3 mil
surplus from the sale of plantation land to
an associate and improved performance
of most of its divisions (plantations, man-
ufacturing and oleachemical). Revenue
grew 20.7% to RM16.97 bil from RM14.06
bil & year ago.

Batu Kawan was founded in 1965 and
is headguartered in Ipoh, Perak. In 1971,
it took over the assets and liabilities of
its predecessor company, Batu Kawan
Rubber and Coconuts Plantations Ltd
under a scheme of reconstruction and
commenced operations as a plantation
company. It has through its subsidiaries
diversified into other businesses such as
chemical manufacturing, transportation
and property investment.

Batu Kawan is led by managing
director Datuk Lee Hau Hian, 63, with his
brother Tan Sri Lee Qi Hian, 5, as chair-
man. Both are controlling shareholders
with 48.59% held through Arusha Enter-
prise Sdn Bhd (via Wan Hin Investments
Sdn Bhd),

In 1992, the company disposed of
its plantation assets to Kuala Lumpur
Kepong Bhd (KLK) in exchange for shares

YTL Power
International Bhd

Founded in 1996, YTL Power
International is involved in power gen-
eration, multi-utility business, water and
sewerage, mobile broadband network
and investment holding,

Led and controlled by chairman Tan
Sri Yeoh Tiong Lay, 87, the company's
FY16 net profit rose 28% to RM1.18 bil
from RM920.4 mil in FY15. It was attrib-
uted to better performance of its water
and sewerage segment, and improved
results from its Indonesia-based
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Selangor Properiies Bhd

Selangor Properties, founded in
1963 by Puan Sri Chook Yew Chong
Wen, is a major property developer.
Itis also involved in property investment
and operation of educational facilities. Its ‘
properties include Aira Residence, Per- |
mata Heights, Menara Milenium, Plaza
Batai, Kompleks Pejabat Damansara and
Taman Tunku Apartments.

Chook, 94, is still the company’s
chairperson. Its FY15 net profit jumped
201.52% to RM593.68 mil from RM196.9
mil in the preceding FY, It was attributed
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Today, KLK holds 46.57% in
Batu Kawan and is its largest and
most profitable investment.

In FY16, KLK's net profit surged
90.39% to RM1.68 bil (FY15:
RMB84.04 mil). Like Batu Kawan, KLK's
higher net profit was attributable to
recognition of a RM489.3 mil surplus
from the sale of plantation land to an
associate and also higher revenue
from its plantations, manufacturing and
oleochemical divisions. Revenue grew
20.95% to RM16.51 bil in FY16 (FY15:
RM13.65 bil).

KLK was established over a decade
ago in London as Kuala Lumpur Rubber
Company before its operations were
transferred to Malaysia and adopted
its current name. It is one of the largest
plantation companies with a land bank
of over 270,000ha across Peninsular
Malaysia, Sabah, Indonesia and Liberia.

Besides oil palm and rubber, KLK is
also into manufacturing oleochemicals
and property development. Oleochemical
is the core business of its manufacturing
division and is the world's largest palm
oil-based oleochemical producer. Its
property division's projects include Desa
Coalfields, Sierramas and the 1,000-acre
Bandar Seri Coalfields which is being
developed. Oi Hian is CEO of KLK.

associate company PT Jawa
Power due to higher deferred
tax credits on the revaluation
of its power plant.

However, for Q1 ended Sept 30,
net profit dropped 13.51% to RM150.6
mil from RM174.13 mil in the previous
corresponding quarter, due to absence
of revenue from the power generation
segment following the expiry of its power
purchase agreement with Tenaga Nasional
Bhd on Sept 30, 2015. Lower contribution
from its Indonesian associate company
also hit its bottom line.

mainly to the sale of a 25,686 sq
m freehold land in Kuala Lumpur,
which was completed on Sept 30,
2015 and raked in a gain of RM404
mil.

For M9FY1é, net profit plunged
90.93% to RM9.96 mil from RM109.86 mil
in the preceding corresponding period,
due to the development division’s oper-
ating losses as no revenue was recorded
other than sale of low-cost shops. The
company also incurred a forex loss of
RM27 mil against a RM92 mil gain in
MOFY15.

KLK posted a net profit of RM1.7 bil,
90% higher yoy than the RM884 mil in
the previous FY ended Sept 30 last year.

Both companies benefited from
higher crude palm oil (CPO) price which
rose 28.9% from RM2,436 on Jan 4 to
BM3,142 on Dec 19. ARHB Research sec-
torial report attributed this to the stronger
US dollar as well as lower-than-expected
output, which helped some plantation
counters mitigate the weaker demand
from major markets such as China and
India.

‘The research house said going for-
ward, CPO prices are likely to remain on
the high side in the first quarter of 2017.
“We believe CPO prices are likely to stay
atcurrent high levels until Q1FY17, given
the anticipated weakness in output that
quarter, coming from the 24-month

lagged impact of El Nino,” it opined.

However, it expects recovery in CPO
production and higher soybean output,
which will weigh on CPO prices. While
RHB Research sees the overall outlook
of the plantation sector to be neutral, its
top pick is KLK. It has a buy call on the
counter with a target price of RM26.80.
It traded at RM23.86 on Dec 16,

The research house says it likes the
stock due to the “geographical diversity of
its land bank, its exposure to Indonesian
downstream operations which enjoys tax
advantages and its relatively inexpensive

valuations versus its peers.”

Bad year for ringgit

Although some listed entities benefited
[rom the weaker ringgit, many others did
not. Overall, the local note had another
bad year, hitting 4.48 to the greenback on
Dec 12, the lowest since the 1998 Asian
financial crisis,

Year-to-date, the ringgit is down
about 3.03%, while the benchmark KLCI
shed 3.38% (o 1,634.30 as of Dec 19.

To recap, the ringgit took a big hit at
the start of 2016 when the price of Brent
crude oil per barrel crashed to US$26
on Jan 21. Rock-bottom oil prices also
impacted the KLCI which fell to a year-
low 0f 1,600.9 points,

However, the index rebounded in
April after the European Central Bank
indicated a more dovish policy in line with
other major central banks. But markets
retreated again over expectations that
the US Federal Reserve (Fed) would raise
interestrates in the summer - which it did
only on Dec 14,

Britain's surprise Brexit vote to leave
the European Union also hit global mar-
kets hard, but the pressure was relatively
short-lived.

The ringgit was dealt a further blow
when Donald Trump won the US presi-
dential election in early November. The
local note tumbled against the greenback
dueto fears that he would embrace a more
protectionist stance on trade and embark
on a large infrastructure stimulus which
would increase inflation and potentially
lead to more hikes by the Fed. The latter
would likely trigger large fund outflows
from emerging economies like Malaysia.

Worst performers

While there were some winners amid the
storm, many Bursa counters foundered
as evident in our listing of the 50 worst
performers.

Malaysian Bulk Carriers Bhd incurred
the largest net loss of RM1.2 bil for FY
ended Dec 31, 2015, plunging 6,957%
from a net profit of RM17.5 mil in the
previous corresponding period.

In second spot is Perisai Petroleum
Teknologi Bhd which reported a RMG90
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