@ TENAGA
NASIONAL

PBetter. Prighter
bk B G S

Headline Temporary US dollar strength a bane for TNB
MediaTitle |The Edge Financial Daily

Date 11 Nov 2016 Language English
Circulation |15,000 Readership 50,000
Section Home Business Page No 15
ArticleSize 147 cm? Journalist |N/A

PR Value RM 7,077

Tempor
dollaIr) stragr}lf

US
gth

a bane for TNB

Tenaga Nasional Bhd

(Nov 10, RM14.28)

Maintain buy recommendation
with anunchanged target price of
RM16.80: The yen weakened yester-
daywhile the US dollar strengthened
mildly against the ringgit after the
conclusion of the US elections, Our
in-house economic team’s view is
for this situation to be temporary.
TNB has exposure to these foreign
currencies via fuel purchases, main-
lyin terms of operational exposure
and foreign currency debt exposure.

Fuel purchases make up almost
half of TNB’s total cost with about
39% of these comprising coal pur-
chases which are denominated in
US dollars. The temporary strength
of the US dollar is negative for TNB
in the sense that itincreases effective
ringgit cost for coal purchases. The
benefits or risks from fuel price or
currency (related to fuel purchases)
fluctuations are, however, passed
on to consumers via the ICPT (im-
balance cost pass-through) mech-
anism (via adjustments to tariffs),
which is done on a six-month ret-
rospective basis.

About 17% of TNB's total debt of
RM34billion comprise foreign cur-
rency and the bulk of this is made
up of US dollar and yen borrowings,
which are in almost equal amounts.
Technically, TNB might be impact-
ed by the strength of the US dollar
but benefits from the weakness of
theyen.

But we take comfort in the fact

Tenaga Nasional Bhd

FYEAUG (RM MIL) 2014 2015 2016 2017F 2018F
Revenue 42,792.4 43,2868 44,531.5 478918 50,4571
Ebit 76299 76953 90720 B,636.9 90441
Pre-tax profit 7,114.7 71337 84568 68,0432 84433
Core net profit 46825 59789 77576 71525  6,708.5
FD EPS (sen) 83.0 105.9 1375 126.7 118.9
EPS growth (%) (13.7) 27.7 29.7 (7.8) (6.2)
PER (x) 17.2 s 10.4 113 120
Net dividend (sen) 29.0 29.0 320 57.0 53.5
Net dividend yield (%) 2.0 2.0 2.2 4.0 22
Source: Campany, MIDFR
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TNB has expasure to foreign currency via fuel purchases, mainly in terms of operational
exposure and foreign currency debt exposure.

that the majority of the borrow-
ings are long-term in nature (96%
of total debt are long-term); the
impact from the currency fluctu-
ations (which are expected to be

temporary) will not be immediately
realised. In the near- to mid-term,
currency fluctuations will only re-
sult in market-to-market impact.
— MIDF Research, Nov 10
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