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The second quarter was yet another
disappointment with more Bursa-listed
companies missing their earnings targets
than hitting them, We take alook at five
of the main sectors represented on the
stock exchange and how they fared.

See story on Page 36.
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A subdued 2Q earnings performance

BY SUPRITA SURENDRAN

twas yet another disappointing
quarter for firms listed on Bur-
sa Malaysia, with more missing
their earnings targets for the
June quarter than meeting them.

This was somewhat predicted
by the RAM Business Confidence
Index, which surveyed 3,500 firms
in Malaysia on their sentiment for
the first six months of the year. The
reading fell to its lowest levels of
55.1 for corporates and 51 for small
and medium enterprises since the
index began tracking in 2017,

And using Bloomberg data of
892 companies listed on Bursa
Malaysia (excluding LEAP Mar-
ket listings and new listings for
the ytar),'rhr Edge found that on]\.r

1i€s, 0 49.33%, Te
an improvement in their financials
while 452 companies, or 50.67%,
reported a decline,

We look at some of the highs
and lows for the telecommunica-
tions, plantation, banking, automo-
tive and consumer sectors for the
second quarter of the year.

Telecommunications

Axiata Group Bhd,which is in the
process of a proposed merger with
Telenor ASA’s Asian operations, re-
turned to the black in 20FY2019,
with a net profit of RM204.00
million compared to a net loss of
RM3.36 billion a year ago, driven
by a better performance and dis-
continuation of losses related to
its investments in India.

TIME dotCom Bhd saw a 42%
jump in net profit in 20FY2019 to
RM92.5 million, thanks to higher
sales across all core product seg-
ments and improved cost efficien-
cies, In an Aug 28 note on TIME,
Maybank IB Research says 20Fy2019
core net profit was ahead of the re-
search firm’s expectation and that
it was positively surprised by its
earnings before interest, taxes, de-
preciation and amortisation (Ebit-
da) margins, However, the telco's
management noted in its results
call with analysts that the current
Ebitda margins are likely to have
peaked. Nevertheless, it i
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tlook and petitive b Banks RHB Bank tradeat  “outperform” call witha target price
environment,” it says. It was a weak second quarter for Hotdable valuations while ds of RM4.40, indi g an upside of
the bellwether of banking perfor: tratingan i ingspro- . 5%. Its other preferred selection
Plantation mance, Public Bank Bhd. PEB's  filewith pmgresmwdelivewufil.s is Mazda distributor Bermaz Auto
With the crude palm oil (CPO} price.  niet profit for2Q2019 came in4.5%  FIT22initiative anda healthierloan  Bhd,with an “outperform® call and
falling to RM1,968 per tonne in lower at RM1.33 billion,duetothe  book leading to lower credit costs.  a target price of RM3 (31% upside).
202019, a 14% decline :ompared negative effect of  0.25% reduction “There is also capacity for ad-
with the same period a year agu,:t in the overnight policy rate (OPR}  ditional dividends, with a sweet-  Consumer
is no surprise that earmings in the  in May,compared toan OFR hike  ener if the group’s disposal of its It was a fairly decent quarter for
ion sector also di in January last year. insurance arm materialises,” the  the consumer sector,in particular
Plantation companies that Maybank IB Research main-  research firm says. retailers. AEON Co (M) Bhd doubled
saw a decline in earnings includ- tainsits*hold” call on Public Bank, its net profit to RM19.45 million
ed PPB Group Bhd, which saw its  but trimmed its target price to  Automotive in 202019 due to the absence of

net profit reduce by more than half
to RM159.98 million in 202019 due
to lower contribution from its as-
sociate Wilmar International Ltd
as well as weaker profit in its core
grain and agribusiness segment.
Things were not any better at
Kuala Lumpur Kepong Bhd (KLK),
which reported a 65% slump in net
prufltw RMA8.62 million in its thind
ended June 30,

Maybank IB Research's preferred
pick among Malaysia telcos. 1t has
a*hold” call on the stock with a tar-
get price of RM9.10. TIME's shares
closed at RM9.06 last Thursday.

At Maxis Bhd, 20FY2019 net
profit fell 17% to RM397 million,
hurt by lower average revenue per
user (ARPU), termination of a net-
work sharing agreement with U
Mobile Sdn Bhd and higher staff
costs, among others, Analysts do
not see the situation improving,
with 17 out of 27 of those covering
Maxis calling a “sell”,according to
Bloomberg data.

In an Aug 5 note to investors,
Alfin Hwang Capital Research reit-
eratesits “sell” call on Maxiswitha
target price of RM5.05,a downside
of 9% toits closing price of RMS.53
last Thursday.

“At 25 times its FY2020 expected
price earnings, the valuation looks
rich considering its weak earnings

2019, due m lower palm products
pncﬁ.‘ﬁ'ns led KLK toissuea pmﬁt

RM21.70, from RMZ2.70 previously,
as the research firm expects Public
Bank's return on equity to decline
10 12.7% in FY2020 from an expect-
ed 13.2% in FY2019.

The country’s largest banking
group, Malayan Banking Bhd, re-
ported a marginal 0,9% decline in
2632019 net profit to RM1.94 blil.hm.

DRB-Hicom Bhd was the clear
winner in the automotive sector
in 202018, recording a net profit
of RM46.21 million for the three
months ended June 30, 2019, ver-
sus a net loss of RMe6.59 million
ayearearlier. DRB-Hicom is oper-
ating a nine-month financial year
in 2019 (FY2019),as the group has

Only @ out of 20 anal

hanged its fiscal year end from

warning for FY2019

Aane-off disposal ga.ln hrlped
Boustead Plantations Bhd return
to the black for 202019, with a net
profitof RM79.23 million. The one-
off gain of RM119.5 million came
from the disposal of a piece of plan-
tation land in Seberang Perai Utara.

In a Sept 4 note, Publicinvest
Research says it is “neutral” on the
plantation sector,with a full-year av-
erage CPO price forecast of RM2,200
per tonne. To Ann Holdings Bhd re-
mains the firm'’s top pick, driven by
its bargain valuations (trading ata
forward price-eamings ratio of nine
times) and a strong turnaround in
its timber segment.

Publicinvest Research has an
“outperform” call on Ta Ann, with
a target price of RM2.98 — a 39%
upside toits closing price of RM2.14
last Thursday.

thestockhm-ea'buv”ullmltwldt March to December. The group at-
AN average target price of RMa. 41 mhured the better per(ormancem
on the flipside,th ¥ p i sales with Proton's vari-

llest of eight banking groups,  ous launches of facelifted models.
Affin Bank Bhd, saw its net prof- MBM Resources Bhd which has
it for 202019 more than double to  a 22.6% stake in Perusahaan Oto-

RM156.03 million, mainly due to
a writeback of credit impairment
losses.

BIMB Holdings Bhd, which is
the holding company of Bank Islam
Malaysia Bhd, posted a 30% jumpin
net profitin 202019 to RM195.16 mil-
lion, thanks to growth in its Islamic
banking and takaful operations.

In its strategy outlook, Alli-
anceDBS Research says it is main-
taining a “neutral” call on the
banking sector, with “buy” calls
on BIMB and RHB Bank Bhd.

AllianceDBS Research likes
BIMB for its strong franchise in key
high-yield asset segments as well
as significant mntrfbutlons fmm

mobil Kedua Sdn Bhd (Perodua),
saw its net profit for 20FY2019 more
than double to RM74.04 million,
partly boosted by a one-off RM24.8
million gain on disposals.

Kenanga Research, in a Aug 22
note, maintains its “neutral” call
on the automotive sector.

“We believe the absence of the
one-off 2018 tax holiday will be
offset by exciting new launches

impairment losses at an associate.

Parkson Holdings Bhd also nar-
rowed its net loss for the quarter
to RM45.55 million from RM67.34
million a year ago, thanks to im-
provement in profit in both its op-
erations in Malaysiaand in China.

Berjaya Food Bhd,which operates
the Starbucks and Kenny Rogers
chains in Malaysia, registered a net
profit of RM4.05 million in the three-
month period ended April 30,2009,
from RMS37,000 a year ago, helped
by higher Starbucks revenue and
lower finance costs.

Kenanga Research atrributes the
stronger performance for retailers
seen in 202019 to Hari Raya Aidil-
fitri sales. “Retailers usually fare
the worst in 3Q due to the absence
of festivities that typically spur
consumer spending. We believe
that investors could use this op-
portunity to buy into 3G weakness
while expecting better growth in
4Q from year-end and Christmas
festive season sales, as well as the

in 2019 and we have factored in  upcoming Visit Malaysia 2020."

a pﬂssuhfe delay in the tlm.lru; of The firm has an “outperform™
new launches given the backl call on Parkson,with a target price
of pricing approvals from the au  of 27 sen (26% upside). It also has

thorities (three to five months)
and tepid purchasing power,” the
resem:h firm says.

its i

ga's sector top pick is

Takaful Keluarga Mﬂl:yma Bhd.

mmnsmmforwh)da it hasan

an "outperform” call on Padini
Holdings Bhd, with a target price
of RM3.75 — an upside of 3% to
its closing price of RM3.64 last
Thursday. o
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