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'Hold' recommendation maintained on TNB
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"Hold" recommendation
maintained on TNB

KUALA LUMPUR: Despite ongoing
market volatility, Tenaga Nasion-
al Bhd (TNB) remains a stable in-
vestment, supported by its re-
silient earnings and attractive
valuation, according to Maybank
Investment Bank Bhd (Maybank
1B).

The bank reaffirmed TNB’s po-
sition as a key player in Malaysia’s
power sector.

TNB’s medium-term earnings
are anchored by a fixed return on
a growing, domestic-centric reg-
ulated asset base in Malaysia.

At the same time, potential
risks stem from contingent cap-
ital expenditure (capex) deploy-
ment and generation recovery ef-
forts, the bank said.

TNB’s earnings are supported
by a sizable revenue base, with
more than 70 per cent of its total
income derived from regulated
returns.

“The Regulatory Period 4 (RP4)
2025-2027 base tariffhas reflected
athree-year base capex of RM26.6

billion, up 29 per cent from Reg-
ulatory Period 3 on a 7.3 per cent
regulated return.

“Meanwhile, the contingent
capex of RM16.3 billion, also on a
7.3 per cent return and likely
backloaded, isnotincluded in the
basetariff and not inour forecasts
with the recovery mechanism
still being finalised.”

Maybank IB estimates that full
deployment of the contingent
capex could boost TNB’s finan-
cial year 2027 net profit by ap-
proximately 8.0 per cent.

While TNB's earnings have been
affected by fluctuating fuel mar-
gins, Maybank IB expects its gen-
eration segment to recover as key
facilities return to full operation.

“We note that the generation’s
contribution to TNB’s consolidat-
edearningsis notimmediately ap-
parent, as reported Genco earn-
ings are distorted by fuel margins.

“TNB’s capacity payments (CP)
are prone to quarterly fluctua-
tions, given that the blended
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Tenaga Nasmnal Bhd’s medium- rerm earnings are anchored by a ftxed return on a growing, domestic-
centric regulated asset base in Malaysia. BERNAMA PIC

availability rate of 81.2 per cent in
the fourth quarter of financial
year 2024 is below the general 85
per cent threshold required for
full CP receipts.

“Ilowever, we expect genera-
tioncontribution torecover inthe
coming years, with Manjung 4
now operational after its extend-

ed outage in the financial year
2024,” the firm said.

Maybank IB also observed that
coal prices are trending down-
wards.

“The decline, along with the re-
basing of reference coal prices in
RP4, should imply lower imbal-
ance cost pass-through sur-

charges. This should help allevi-
ate public pressure on net bill
changes when the revised tariff
schedule takes effect in the sec-
ond half of the year 2025.”

It has maintained a “hold” rec-
ommendation on TNB, with an
unchangeddiscounted cash flow-
based target price of RM14.50.
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