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L With the triple whammy of Covid-19, inflation
and rate hikes mostly behind us, we look at

which public listed companies are in a better
financial position. cover story 52 0 54
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he last few years have seen mul-
tiple challenges that tested the
financial resilience of companies,
from Covid-19 to the post-pan-
demic commodity and inflation
shocks, which in turn spurred
interest rate hikes that indirectly
skewed global currency exchange trends.
The surprising good news from this un-
precedented series of events is that thereisa
notable improvement in the balance sheets
of Malaysian public listed companies (PLCs),
judging by their debt and cash positions
(net gearing or net cash),according to data
compiled by The Edge and Asia Analytica.
But a higher net gearing level or lower
net cash does not necessarily equate to poor
performance or management of a company.
Companies may choose to leverage or take on
borrowings to fund capital-intensive expansion
prog such as building new factories.
Other times,shareholders prefer compani
to reinvest excess cash into projects with higher
yielding returns — or dividend out the funds so
that the shareholders can reinvest elsewhere.
Nonetheless, companies with less debt or
higher cash piles have a bigger financial buffer,
which will be useful to tide them over during
the bad times, as seen during the pandemic.
The compiled data show that nearly half
(47.6%) of the 870 Malaysian PLCs that re-
main listed since 2019 have improved their
balance sheets compared to pre-pandemic
levels (going by lower net gearing levels or
higher net cash, taking into account lease
liabilities and short-term investments).
This compares with 34.9% that had high-
er net gearing or lower net cash, and 17.5%
of companies whose balance sheet position
remained unchanged as measured by these
two metrics, suggesting that the effects of
the pandemic are well behind most of them.
At the start of 2024, more companies had
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Cash-rich companles
The trend of improved balance sheet position

Companies

lower net gearing/higher net cash on a year- isreflected in the valuation of the companies, COMPANY MARKET
on-year basis (363 companies,compared with  as more of those with a bigger market capi- pions uu%
339 at the start of 2023). Similarly, fewer sawa talisation saw y-o-y improvement in 2023. LATEST FY2022 | LATEST
y-0-y increase in net gearing or reduction in This is led by those with a market capital- TUAER + SRINRTER
net cash (319 companies in 2023, versus 351).  isation above RM10 billion (0% of them saw - Feuonas Chemicals 42074 $ISL B 4136 6731 54000
Actoss the wider economy, Bank Negara  y-0-yimprovement in balance sheet), followed ~ Orlental ans 3288 | 2615 638] 3958
Malaysia data show that total credit to busi- by those valued between RM1 billion and RM10 Kossan Rubber Industries 3,864 1989 | 2072 2R 5409
nesses rose at a slower pace of 3.8% y-o-yto  billion (37%), RM100 million to RM1 billion UOA Developrent 5589 262 l 1845 190 4732
RM1.349 trillion in 2023, compared with the  (34.8%),and below RM100 million (29.2%). Inarl Amertron” 2651 1815 | 1815 3w 914
faster 7.6% y-o-y increase in total deposits by Petronas Chemicals Group Bhd leads the Hong Leong Industries” 23n 1480 | 1684 | 1068 3412
business enterprises (to RM848.73 billion). pack with the highest net cash of RM4.14 Alianz Malaysia 5141 2259 | 1562 2036 3623
That said, at least 12 PLCs were forced to  billion as at end-2023. Yet, this is the com- Supermax Corp® 461 2042 | 1520 083 2138
(Iil:lisrdue tounsuccessful re_gulaﬁsarion plans  pany's smallest net i_'alsh |_)i|c in at least TIME dotCom AT6 a7 | 1449 525 9706
|nme:u_3m-2023pemd_ﬁqumkd1mkqn Bursa  five years, colmlpared \»\Iuth its recent peak Hartalega" 4630 1570 | 1424 276 9,421
Malaysia shows at least four — Dolomite Corp  of RM12.54 billion during the petrochem- P SR ey 2186 T
Bhd, Top Builders Capital Bhd, Scomi Group  ical price boom in financial year (FY) 2021, etronas Dagangan 3 667 |
Bhd and China Automobile Parts Holdings  and RM9.47 billion in F¥2019. Keck Seng (M) 2786 1030| 04| 580| 2084
Ltd — were delisted last year alone. Thisis followed by Oriental Holdings Bhd 1538 2500 2526 1004 | 1069 108 716
A divergence can also be seen: While  with net cash of RM2.61 billion, compared Malaysian Pacific industries” 2,360 2435 776 m 3170 6306
129 companies reduced their net gearing/  with its market capitalisation of RM3.9 billion. Takaful Malaysia 2019 1714 2067 851 357| 2989
improved their net cash position for two The Boon Siew Group-linked conglomer- Sarawak 0 Paims 3,447 3672 615 803 116 2815
consecutive yearsin 2022 and 2023,a totalof  ate,which has operations across the planta- Nidelang* 1281 1285 752 | 766 003 63
137 recorded the reverse in the same period.  tion,automotive, hospitality, plastic products PPB Group 26,569 2781 (141) | 695 1590 | 22619
The screening saw 37 companies turn  and healthcare segments, Tuised its total MPHB Capital 1729 m 685 | 677 125 878
net cash in 2023 (having more cash than  borrowings and lease liabilities to RM2.76 United Plantations 2905 | 2867 767 | s21| 2342 9714

borrowings) from the year before, bringing
the total number of net-cash companies to
466. Conversely, 30 companies turned net
debt in the same period.

The trend suggests firms are better pre-
pared to face uncertainties in the global
economic and financial environment that
could have adverse knock-on effects on the
Malaysian economy in 2024, says Sunway
University Business School professor of eco-
nomics Dr Yeah Kim Leng.

The firms could also be 'waiting for the
storm to pass' before committing their cash
reserves to capacity expansion, upgrading or
investment in new ventures, he says.

“However, the financial trends are hetero-
geneous as reflected by the similar number of
firms which are accumulating cash and reduc-
ing gearing and firms which have lower net
cash positions and higher gearing,” he adds.

billion as at end-2023 from RM1.88 billion
the year before,against cash and short-term
investments of RM5.37 billion.

Other notable net cash companies in-
clude glovernakers Kossan Rubber Industries
Bhd (RM2.07 billion versus RM5.41 billion
market cap as at April 4), Supermax Corp
Bhd (RM1.52 billion versus market cap of
RM2.15 billion) and Hartalega Holdings Bhd
(RM1.4 billion versus RM9.48 billion market
cap),UOA Development Bhd (RM1.85 billion
versus RM4.73 billion market cap) and Inari
Amertron Bhd (RM1.81 billion).

By segment, those with the highest
net cash include electrical and electronics
(E&E)-related companies, as well as glove-
makers and plantation companies, all of
which benefited from industry upturn in
different years through 2020 to 2022,

1t’s a different story for each sector, ac-

cording to analysts contacted by The Edge.
The big glovemakers “will continue to

conserve their cash as the industry has not

fully recovered” despite stabilising prices

and returning orders, says BIMB Securities
I hai Haszhi

nalyst N

“The industry remains cautious due to
oversupply from Chinese players who are op-
erating at over 90% capacity at present.Overall,
the current market situation has not returned
to pre-Covid levels,” she says in an email reply.

For E&E players, it is normal practice to
have a cash buffer in hand, which is useful
for the expansions ahead, says Trident An-
alytics founder Peter Lim Tze Cheng.

‘The coming industry boom last seen in 2021
*“will be much stronger” and expected to last
until 2027,with artificial intelligence or Al not

only raising demand for graphics processing
units (GPUs,such as those produced by Nvid-
ia) but also chips across the industry, he says.

Similarly, plantation companies are an-
ticipated to soon utilise the cash pile boosted
during the Russia-Ukraine crisis for replant-
ing, upgrading of infrastructure,downstream
expansion and potentially further acqui-
sitions, according to CIMB Group head of
Malaysia research Ivy Ng.

Biggest borrowers
From a net debt perspective, the biggest bor-
rowers are in capital-intensive businesses
such as power generation, oil and gas (0&G),
telecommunications, property and construc-
tion,and highways.

Those with the highest borrowings (in
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year following the sale of its liability-laden
loss-making plantation business.
Eversendai founder Tan 5ri A K Nathan in
a recent interview alluded to progress in its
debt restructuring and receivables collection
from a related-party project, which will add
to its financial health on top of the recent
RM5.4 billion contract wins in the Middle
East and India that will keep it busy for the

Among those that have geared up the most
compared with 2022 levels are construction
outfit Reneuco Bhd (net gearing of 1.2 times
from net cash in 2022),whose debt nearly tri-
pled to RM301 million last quarter following
the consolidation of debts in a recently acquired
subsidiary,which hasa 291MW hydro project
in Sabah. The quarter before that, Reneuco
impaired RM132 million worth of receivables.

Similarly, Pestech International Bhd's net
gearing rose to 2.4 times as losses accumulated.

More companies have geared up to ex-

Sunway Construction Bhd (SunCon) turned

from net cash a year ago to a net gearing posi-
tion of 0.5 times at end-2023.Analysts say this

L s e .
Fraon LATEST Fraoz LATEST Fraoz | LATEST FYaoz LATEST Lo
QUARTER QUARTER QUARTER
Tenaga Nasional 13.034 21005 60966 | 61083 | (84.126) (71827) 14 12 .50 66554
Axiata Group 7452 4612| 30680 28235| (28428) | (32332) 0.9 11 261| 23965
¥TL Corp® 16412 16,563 2013 |  21501| (31397)| (31042) 16| 14 266 29M
Capital A 470 703 (957) | (10469) | (17.525) | (22.434) NTE NTE 0.70 2978
YTL Power" 10,236 10,466 16,401 w894 | (n650) | (2391) 13 12 402| 32578 next two years.
101 Properties® am 2095 22441 22532| (15156) | (16,297) 07 07 218 12,003
Genting, 21919 | 23660 52890| 56131 (17,996) | (16,67) 03| 03 4an 18,136
Yinson Holdings™ 1660 ime 6,458 7975 | (8.013)| (13306) 12 17 237 7974
CelcomDig) 1218 394 16,314 16459 | (13.669) | (12603) 08 08 423| 49624
MISC 7.134 7732 | 38304 39966 | (10.727) (9.813) 03 | 02 7.80 34,817
Sapura Energy” 698 1275 {2.906) {4.782) (9,960) (9.747) NTE NTE 0.05 919
Maxis 628 569 63N 5744 | (9.237) | (9203) 14 : 16 346 | 27,099
Genting M 3,044 1885 1,929 Ro2| (9.856) (9.m8) 08 | 08 272 15,416
AEDN Credit” 3o 291 2525 214 | (7.654) (8,715) 30| 32 6.61 3375
Sime Darby” 3,086 7.240 17283 23603| (5368) (8627) 03 04 274 18,675
Kuala Lumpur Kepong 2,852 2.465 16,052 | 16,041 (6.712) | (7.984) 04 | 05 2278| 24976
Batu Kawan 3.470 3,004 16,931 7.134 (2121)|  (7.951) 04| 05 20.00 7.863 pand as well.
IHH Healthcare 3.664 23719 29,159 32359 (ra70) | (7.67) 02 0.2 605| 53282
SP Setia 2633 2496 | 15346 15663 | (8748) |  (7.653) 06 | 05 143 6,369
Sunway 1.958 2300 13,573 14998 |  (6.622) |  (7.465) 05 | 0.5 3.40 18,797 St

ing ratio

TOTAL EQUITY
= (RMMIL)

pport p of its Indian highway
projects,and construction works for 100MW of
the fourth cycle of the Large Scale Solar (LSS4)
projects, in line with a rise in the group's order
book to nearly RM6 billion (including a recent

S u':"m s T e AT eaes s m‘-“ o) RM747 million data centre construction con-
QUARTER QUARTER QUARTER QUARTER tract). The counter is one of the construction
Capital A a70 | 703] (95w | (0469)| (7525)] (22434) NTE NTE 070 2078 industry’ i lysts alongsid,
Sapura Energy” 698 | 1275| (2908)| (4192)] (0.960) (9,747) NTE | NTE 0.05 919 Gamuda Bhd (0.3 times gearing).
Pharmaniaga 53 127 (227) 7] ams)|  (i0se) NTE NTE|  03ss 512 Aside from companieslike SunCon or Yin-
Khee San* 2| 3 | (77) (75) | (73) NTE | NTE 0155 21 mr: ;g::: I;aglee cr‘:‘ng Wesd;; tm expansion,
Sarawak Cable* 7| 28 64| (on]| (s3] (369) NE|  nNE|  ows . g P e e
Alam Maritim® 53 | 33 (s9) | (54) (60} | () NTE | NTE 0.025 38 Chemical Titan Holding Bhd.
Ireka Corp* 7| 9 (45) | (78) (76) i 72) NTE | NTE 030 68 Despite losses in the last two years, re-
Barakah Offshore* 64 | 54 (15) | (22} | 2 NTE | NTE 004 40 tained earnings of over RM3.4 billion served
Ahmad Zaki Resources” 318 | 463 48 | 167 (2748) | (2326) 569 | 40 025 164 asa cushion while the group geared up, rais-
AirAsia X 77 | 61 (285) 130 (886) | (1451 NTE n2 132 590 ing RM&.35 billion in debt, of which RM5.54
Marine & General® 33 50 84 B4l (657)|  (594) 78 44 028 203 billion was earmarked for its 51%-owned,
WCE Holdings™ 744 | 526 1053 91| (3376)| (379) 32| 39 099| 2088  USS3.95billion new ethylene cracker plant
Sentoria Group 7] 6 159 | m (43)]  (430) 27 s 006 37 inindonesia capable of naphtha cracking at
Eversendai Corp 05| w8 295 34| (09|  am) 18| 32| o 25 @ ‘3‘5;.‘?““"' °";‘J‘1“1_l‘°“ ORI proaTnUITL
AEON Credit* | oo 288 27| (ese)| (a7s) 30| 32 wail s ch‘;;“;: mnﬁ::;h
PLBEngineering” “| 9 78 78 (223) | (219) 29 | 28 105 1171 nearly doubled to RM2.18 billion in the past
Zelan 3 8 86 155 (480) (403) 56 | 26 007 59 year,lifting net gearing to 1.2 times, from 0.7
Digistar Corp 57 | 57 57 63 (173) (160) Eull| 26 007 33 times,due to higher working capital require-
T7 Global 33| 46 292 325 (620|  (800) 21| 25 0535 397  mentsamid skyrocketing cocoa prices.
Pestech International 169 | 102 927 404 (1205) (990) 13 24 024 236 Another notable mention is Press Metal
TABLES: URSA MALAYSIA ASLA ARALYTICA BLoOMBERG commary riives— Bhd's 23.39%-associate PMB Technology Bhd
Note:

*As the financlal year end for these companies was
Jan and August, the figures used are

for F¥2023 and FY2024 YTD

NTE = Negative i

Borrowings Include lease liabilities
Cash and cash equivalents include
short-term investments

improved y-o-y

Negative total equity

Data as at April 4, 2024

ringgit terms) are led by Tenaga Nasional
Bhd (RM71.6 billion, net gearing of 1.2 times),
Axiata Group Bhd (RM32.3 billion, 1.1 times),
YTL Corp Bhd (RM31 billion, 1.4 times), Capi-
tal A Bhd (RM22.4 billion including lease lia-
bilities, negative total equity) and YTL Power
International Bhd (RM21.39 billion, 1.2 times).
Notably, the two YTL counters are seeing
a downward trend in net gearing, thanks
to recent years of strong profits from the
Singapore power generation business that
boosted equity positions through retained
earnings. For YTL Corp, an improvement
in the earnings of 78.58% indirect-owned
Malayan Cement Bhd also helped, coupled
with a rebound in tourism activities that
lifted earnings in its hospitality segment.
Axiata, affected by elevated borrowing
costs, has continued to restructure by exiting

non-performing regional markets, with the
latest being Myanmar and Nepal. It still op-
erates in Ind ia, Sri Lanka, Bangladesh

Another round of quarterly loss by Sapura
Energy (RM728 million in the fourth quarter of

last fi ial year ended Jan 31,2024 (FY2024)

Cambodia, Pakistan, Laos and the Philippines.

Capital A is currently in the midst of seek-
ing Bursa Securities approval for a restruc-
turing, where it plans to spin off a brand
management business in the Us,and dispose
of its aviation business to sister company
AirAsia X Bhd to improve its equity position
and exit the Practice Note 17 status.

Other notable borrowers are property outfit
101 Properties Group Bhd (RM16.3 billion,0.7
times net gearing), Genting Bhd (16.2 billion,
0.3 times), floating O&G asset operator Yinson
Holdings Bhd (RM13.3 billion, 1.7 times), Cel-
comDigi Bhd (RM12.6 billion,0.8 times), MISC
Bhd (RM9.8 billion,0.2 times) and Sapura Ener-
gy Bhd (RM9.86 billion, negative total equity).

Yinson geared up to fund its project ex-
ecution needs for three floating production
storage and offloading (FPSO) vessels(the Anna
Nery, Maria Quitéria and Agogo). The group,
which has a charter order book for nine float-
ing offshore vessels, also raised RM283 million
through a private placement of 3.96% of its
enlarged share capital to fund its renewable
energy venture, having announced its fourth
solar plant with 97MWp (megawatt peak) ca-
pacity in Peru that is expected to begin oper-
ations in the third quarter this year.

suggests more time is needed fora turmaround.
Support from its undisclosed white knight
and creditors is crucial for the restructuring
of the upstream O&G player, which has cur-
rent borrowings of RM10.98 billion and RM5.5
billion in trade and other payables. It incurred
RM805 million on finance costs in FY2024,up
from RM622 million the year before.

Losses, drive gearing
Among the most indebted companies,a hand-
ful experienced a spike in their net gearing
ratios as ballooning accumulated losses ate
into equity. They include construction group
Ahmad Zaki Resources Bhd (AZRB, net gearing
of 14 times), vessel operator Marine & General
Bhd (4.4 times),affordable housing developer
Sentoria Group Bhd (3.8 times) and structural
steel specialist Eversendai Corp Bhd (3.2 times).
Other highly geared companies include
AirAsia X Bhd (11 times, taking into account
lease liabilities),and highway
WCE Holdings Bhd (3.9 times, in line with
the progress of the West Coast Expressway).
AZRB,which this month secured a RM316
million upgrading and renovation works
contract for Istana Abu Bakar in Pahang,
booked a RM192 million gain on disposal last

ionaire

(net gearing rose to 0.8 times, from 0.5 times),
which raised borrowings for working capital
and Phase 3 construction of its metallic sili-
con plant in Bintulu, Sarawak.

Sector-wise, companies that have geared
up are largely construction companies with
market cap below RM1 billion,such as Binastra
Corp Bhd (which remains in net cash position),
and Vestland Bhd. Notably,domestic construc-
tion contract awards to listed contractors have
risen from RM18.57 billion in 2022 to RM21.81
billion in 2023,according to data compiled by
HLIB Research. In the first quarter this year,
domestic awards stood at RM6.96 billion, the
research house’s compilation shows.

Thetrendinc bl h hows
companies have respectable cash balances that
would allow them to budget for higher capital
expenditure,says Bank Islam chief economist
Dr Mohd Afzanizam Abdul Rashid.

“The higher interest rate environment may
have contributed to such conditions as firms
become selective as they need to impute a
higher internal rate of return (IRR) whenever
they do their investment appraisal.

“In a way, it is good to know that com-
panies have become disciplined in their
financial management. So, it is about how
firms would unlock their value by utilising
their cash in order to improve productivity
and contribute positively to their earnings,”
Afzanizam says. o
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