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Utilities - Overall 
Today’s laggard – tomorrow’s winner?  

■ We view ESG risks for the utilities industry as opportunities, given the rapid 
growth in RE, rising electricity demand, and continuous investments in grid.  

■ TNB and PGB have better ESG disclosures vs. its peers. Upgrade sector to 
Overweight on our expectation for EPS growth and undemanding valuations.  

 

Electricity industry evolving into ESG-centric model  
As environmental, social and governance (ESG) initiatives gain traction and 

environmental protection becomes a priority, especially after the 2015 Paris Agreement 

(COP21), we have observed the global electricity industry evolving into an ESG-centric 

model in a bid to lower carbon emissions. In order to reinforce its COP21 commitment of 

reducing greenhouse gas (GHG) emissions by 35-45% by 2030F, Malaysia has revised 

its national renewable energy (RE) capacity mix target from 20% to 31% by 2025F.   

RE capacity to grow; robust investments in grid  
Our analysis shows: (i) RE capacity will grow strongly in 2021-28F, (ii) new thermal plant 

commitments to come in from 2029F, and (iii) battery energy storage system (BESS) 

installation to start from 2030F to address influx of RE. While utilities players are currently 

more closely scrutinised for environmental impact compared to other industries due to the 

nature of their business, we expect the utilities industry to grow due to: (i) strong RE 

capacity growth in 2021-28F, (ii) higher electricity demand in future due to digitalisation, 

and (iii) additional investments in grid systems to facilitate energy transition.  

TNB’s growth potential in ESG overlooked by investors  
While there is no empirical evidence between ESG scores and stock price performance, 

we believe adopting better ESG practices is positive in the long term. We expect the 

utilities companies under our coverage with better ESG disclosures, ratings and action 

items to tackle ESG risk to appear more attractive to investors. Tenaga Nasional could 

have been penalised by ESG investors for its coal-based revenue (20% of FY20 revenue) 

but we see growth opportunities arising from ESG, which may be overlooked by investors 

at the moment. Furthermore, we believe TNB could easily tackle its coal exposure by 

spinning off its non-regulated generation business (GenCo) in future. For investors with 

concerns on coal plant generation, PGB could stand out as a good candidate for ESG 

rotation play given its better ESG rating vs. peers, and comprehensive ESG disclosures.  

Upgrade to Overweight from Neutral  
In 2020, the MSCI Malaysia Utilities Index has underperformed FBMKLCI by c.16% 

despite better earnings and dividends vs. the market, which could be due to ESG 

concerns and foreign outflows. We upgrade the sector from Neutral to Overweight given: 

(i) we anticipate stronger EPS growth for the sector in CY21-22F vs. CY20, (ii) 

undemanding CY21F sector average P/E of 13.1x vs.16.6x in CY20, (iii) decent dividend 

yields of c.5%, (iv) limited foreign outflows as foreign shareholding is near historical lows, 

and (v) overplayed ESG concerns as we see growth potential from ESG. TNB and PGB 

are our top picks for the sector. Key downside risks are political instability and more 

power reforms in the pipeline. 

   
 

                                  

Figure 1: Utilities stocks’ share price performance vs. FBMKLCI 

 
SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
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Petronas Gas 
ADD, TP RM17.70, RM15.70 close 

We like the stock for its stable earnings 
profile, healthy balance sheet and decent 
dividend yield.  We believe, PGB could 
stand out as a good candidate for ESG 
rotation plays given its better ESG ratings 
as compared to its peers.   

Tenaga Nasional 
ADD, TP RM13.40, RM9.85 close 

We like TNB for its monopoly position in 
the transmission and distribution 
segment, coupled with its decent 
dividend yield. We see growth 
opportunities for TNB arising from ESG, 
something that may be overlooked by 
investors at this moment.  
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Today’s laggard – tomorrow’s winner?   

A whole new industry in the making  

Electricity industry evolves into an ESG-centric one   

The game changer – COP 21. Historically, the electricity industry’s policies and 

regulations have emphasised on electricity availability, reliability and affordability. 

However, over the past decade, environmental protection has become a priority 

globally especially after the 2015 Paris Agreement (COP21), where Malaysia 

has committed to reduce greenhouse gas (GHG) emissions by 45% by 2030 in 

relation to its Gross Domestic Product (GDP) to the emission intensity of GDP in 

2005. This target was set with 35% on unconditional basis or 45% on conditional 

basis upon receipt of climate finance funding, technology transfer and capacity 

building from developed countries. 

Environmental, social and governance (ESG) scores have gradually gained 

importance nowadays as the United Nations (UN) introduced Principles for 

Responsible Investment (PRI) initiative in 2006 to focus on sustainable long-

term investments and to reflect the ESG issues that could affect the 

performance of investment portfolios. ESG factors are a set of standards for a 

company’s operations that socially conscious investors use to screen potential 

investments, i.e.: (i) Environmental criteria examines environmental risk (energy 

use, waste, pollution) a company might face and how the company is managing 

those risks, (ii) Social criteria looks at company’s business relationships (working 

conditions, safety aspects, local community), and (iii) Governance criteria 

examines a company’s leadership, audits, internal controls and shareholder 

rights. 

Sustainable investing in trend. The idea of integrating ESG factors into the 

investment process has been gaining foothold and is a trend that looks set to 

stay. The Global Sustainable Investment Alliance (GSIA) 2018 review stated that 

sustainable investing assets in Europe, the US, Japan, Canada and Australia 

and New Zealand were US$30.7tr at the beginning of 2018, a 34% increase 

since 2016. For utilities players, carbon emissions are one of the major 

environmental risk factors to consider. We observe that regulators around the 

world have been introducing more stringent environmental policies to tackle 

climate change. Faced with challenges to the old business model, we observe 

that utilities players are globally transitioning to a lower carbon model and have 

high exposure to tighter regulations. 
 

Figure 2: ESG criteria 

 
   SOURCES: FTSE RUSSELL WEBSITE   
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Transformation is the key  

Sustainable energy is the future   

In the International Energy Agency’s (IEA) World Energy Outlook (WEO) 2019 

report, it says that electricity is providing a rising share of energy services, and 

electricity demand is set to increase further due to increasing household 

incomes, with the electrification of transport and heat, and growing demand for 

digitally-connected devices and air conditioning. According to IEA, the rising 

electricity demand was one of the key reasons that global energy-related carbon 

emissions reached a record high of 33.1 Gt CO2 in 2018. Carbon emissions 

flattened in 2014-16 even as the global economy continued to grow, given the 

energy efficiency improvements and low-carbon technology deployment. 

However, in 2017-18, lower-carbon options did not catch up in tandem with the 

rise in demand. 

In the latest WEO 2020 press release, it states that solar is the main source of 

growth within renewable energy sources, followed by onshore and offshore wind. 

It also shows that strong growth of renewables comes hand in hand with higher 

investment in electricity grids, in order to support the reliability and security of 

electricity supply amidst transformation of the power sector. 
 

Figure 3: Global energy-related carbon dioxide emissions by source, 1990-2018 

 
      SOURCES: IEA WEBSITE 

 

  

What drives energy transition. We observe three major drivers that underpin 

the global energy transition, which include: (i) decarbonisation that moves away 

from fossil fuels towards renewable power generation, (ii) digitisation allowing 

better control and connectivity for consumers (industry revolution 4.0, Internet of 

Things and smart meters/smart grid), and (iii) decentralisation which empowers 

consumers to actively participate in the power supply industry (energy efficiency, 

rooftop solar PV, demand response). This concurs with the earlier announced 

Malaysia Electricity Supply Industry 2.0 (MESI 2.0) blueprint to improve the 

efficiency of Malaysia’s electricity industry, empower consumers and future-proof 

the industry’s structure, regulations and key processes. In line with the 

government’s commitment to reduce greenhouse gas emission intensity for 

more sustainable energy generation, the proportion of renewable energy (RE) 

will be increased to 31% of Malaysia’s total energy generation mix (from 20% 

previously set in 2018) by 2025. 

Key reform initiatives of MESI 2.0 include: (i) opening up fuel sourcing, (ii) 

moving from Power Purchase Agreement (PPA) regime to capacity and energy 

market, (iii) enabling third party access (TPA) for transmission and distribution 

(T&D), (iv) liberalising retail segment, and (v) increasing transparency in single 

buyer (SB) and grid system operator (GSO). The 10-year masterplan aims to 
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reshape the domestic power industry by introducing liberalisation across the 

industry (from fuel sources to generation, transmission & distribution, and retail) 

and encourage the supply of green energy in Peninsular Malaysia. 

  

Electricity demand outlook   

Electrifying outlook for global electricity demand. Under the Stated Policies 

Scenario (reflecting the impact of existing policy frameworks and announced 

policy intentions) by IEA WEO in 2019, global electricity demand could expand 

by 2.1% per annum until 2040, twice the rate of primary energy demand. This 

will raise electricity’s share in total final energy consumption from 19% in 2018 to 

24% in 2040. Electricity demand growth will be particularly strong in developing 

countries (estimated to contribute c.90% of global electricity demand growth to 

2040 as per IEA WEO 2019 report due to rising income levels, expanding 

industrial output and growing service sector; in advanced countries, demand will 

be driven by increasing digitalisation but electricity demand could be offset by 

better energy efficiency. 

Covid-19 outbreak dented 2020 global electricity demand. According to 

IEA’s Electricity Market Report 2020, global electricity demand in 2020 is 

projected to fall c.2% due to the Covid-19 outbreak and its impact on economic 

activities. With the recovery of the global economy, 2021’s global electricity 

demand is expected to grow by around 3%, mainly driven by emerging and 

developing economies, particularly China and India. 

Malaysia’s electricity demand growth. According to the Peninsular Malaysia 

Generation Development Plan (PMGDP) 2020 report, electricity demand is 

estimated to rise by 0.6% p.a. in 2021-30 and 1.8% p.a. in 2030-39 vs. 2.3% p.a. 

in 2015-20. In our view, the declining electricity demand could be due to 

structural changes in the economy (slower demand growth in the industrial 

sector and economic growth), change in consumers’ consumption patterns and 

better energy efficiency (EE) measures. The Covid-19 pandemic is likely to 

cause a temporary decline in demand, but electricity growth is projected to 

normalise from 2023 onwards in tandem with the economic recovery, as per 

PMGDP 2020 report. 

 
 

Figure 4: Actual and projected peak demand in Malaysia (2015-39) 

 
   SOURCES: ENERGY COMMISSION  
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Figure 5: GDP growth vs. Peninsular Malaysia’s growth in demand for electricity  

 
   SOURCES: CGS-CIMB RESEARCH, TNB 

 

 

 

Renewable energy is key  

Balancing growing electrification and sustainability   

Emission intensity is on a downtrend. In 2019, Peninsular Malaysia’s 

capacity mix was dominated by fossil fuels: coal (55%) and gas (41%), followed 

by hydro (3%) and solar (1%) according to the Energy Commission’s 2019 

annual report. The reserve margin was higher at 38% in 2019 vs. 32% in 2018 

due to additional capacity from new plants. Emission intensity (emission per 

ringgit Malaysia of GDP) had declined below the 2005 level and stood at 0.086 

kg CO2/RM in 2018 vs. 0.096 kg CO2/RM in 2005, due to higher RE capacity 

installed. 

Working towards COP21. Based on the Third National Communication Report, 

over three quarters of GHG emissions are contributed by the energy sector. Out 

of the energy sector, 39% of the GHG came from electricity generation. In order 

to reinforce COP21 commitment, the government has revised the national RE 

capacity mix target (including large hydro) from 20% (set in 2018) to 31% by 

2025 for Malaysia.  Emission intensity is estimated to decline from 0.084 kg 

CO2/RM in 2021 to 0.053 kg CO2/RM in 2030. It is expected to reduce further 

post 2030 and reach 0.033 kgCO2/RM by 2039 as per PMGDP 2020 report. 

Peninsular Malaysia’s power sector could reduce its emission intensity by 45% 

in 2030 (from 2005), in line with COP21 target according to PMGDP 2020 report. 

RE capacity to reach 8,531MW by 2025. Peninsular Malaysia needs an 

additional 1,178MW of RE capacity from 2021 onwards in order to hit its 31% 

RE capacity mix target by 2025, according to the PMGDP 2020 report. The 

additional RE capacities consist of 1,098MW of solar and 80MW of non-solar, 

which will bring Peninsular Malaysia’s total RE capacity to 8,531MW by 2025. 

Generation development plan. By the end of 2030, PMGDP 2020 report stated 

the system will need an additional 6,077MW of generation capacity (thermal and 

RE) to meet the forecasted electricity demand growth, maintain the optimum 

reserve margin for system reliability, and to replace retired plants. Beyond 2030, 

additional generation capacity of 9,924MW could be required by 2039 to support 

electricity demand growth. Based on the generation development plan, we only 

expect to see additional new thermal (gas/coal) plant capacity (excluding earlier 

committed) being required starting from 2029 onwards.  

Reshuffling in generation mix by 2039. We observe: (i) RE capacity should 

grow strongly in 2021-28 to comply with COP21, (ii) new thermal plant 

commitments to come in from 2029 onwards due to substantial capacity 

retirement and higher electricity demand, and (iii) battery energy storage system 

(BESS) installation to start from 2030 to address system stability concerns, due 

to the influx of RE. The reserve margin is projected by regulators to be below 
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25% by 2030 vs. 38% in 2019, after factoring in the existing, expiring and 

committed new generation capacity. In Malaysia, RE is expected to account for 

31% of the capacity mix by, a significant increase from the regulator’s projected 

17% in 2021. Conversely, coal-based power is expected to decline from 37% in 

2021 to 22% in 2039. 

 
 

Figure 6: New generation capacity projection in Malaysia (2021-39) 

 

 
   SOURCES: ENERGY COMMISSION 

 

 

Lagging behind for now, potential winners of the 
future  

ESG controversies   

Winners of tomorrow. Today, utilities players are prone to being penalised by 

the environmental aspect due to nature of business compared to other industries, 

as carbon emissions, RE capacity and waste management are features of 

greener energy. We expect the utilities industry to grow due to: (i) higher 

demand for electricity in future due to digitalisation, (ii) additional generation 

capacity (especially RE) needed due to demand, and (iii) additional investment 

into grid systems to facilitate energy transition. 

Opportunities in RE. Utilities players are focusing on growing their RE capacity 

by investing in new RE projects domestically or internationally to diversify coal-

based revenue, especially for power plant generators Tenaga Nasional (TNB) 

and Malakoff. TNB has set an 8,300MW RE capacity target by 2025 (32% of 

TNB’s capacity mix) to maintain its coal-based revenue at below 25%. We 

believe that majority of the RE expansion will come from overseas given that the 

domestic RE projects are capped at 30-100MW historically. Malakoff secured 

some small scale RE projects locally, and the acquisition of Alam Flora 

completed in 2019 provided additional EPS accretion and synergistic 

opportunities to develop waste-to-energy (WTE) projects. Cypark Resources will 

continue to bid for RE projects and grow its RE portfolio in future, according to 

management guidance. 

Gas and RE plants to support demand growth. Utilities players could benefit 

from electrification due to digitalisation and use of electric vehicles (EV) in future. 

While coal-based power plants will be phased out slowly, RE and natural gas 

plants could ramp up to fulfil future energy demand. The retirement of coal 

power plants and addition of RE/gas plants will likely neutralise the net profit 

impact and improve the energy profile of power producers while gas industry 

players could benefit from the higher offtake of higher gas consumption in the 

medium term. IEA WEO 2020 forecasted a 30% rise in global natural gas 

demand by 2040, with growth mainly coming from South East Asia due to lower 

energy prices and lower emissions. 
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Electricity grids in need of an upgrade. According to IEA WEO 2020, the 

projected requirement for new transmission and distribution lines worldwide 

under the stated policies scenario, will be 80% higher over the next decade than 

the expansion seen over the last ten years due to transformation of the power 

sector. TNB has allocated RM9bn p.a. in 2021-24 to upgrade its grid (subject to 

the government’s approval), in order to develop a more advanced and digitalised 

energy transmission platform that has the flexibility and reliability to support bi-

directional, intermittent energy flows while preserving voltage stability. With its 

natural monopoly position in Malaysia’s transmission and distribution, we believe 

TNB will likely benefit from this trend as these ongoing investments should be 

part of TNB’s regulated asset base, supporting its regulated earnings in future. 

 

ESG materiality map for utilities sector   

Materiality map. According to the Sustainability Accounting Standards Board’s 

(SASB) and MSCI’s industry materiality map, we gather that the material issues 

faced by the utilities players are: (i) carbon emissions, (ii) water & waste 

management, (iii) opportunities in RE, (iv) employee development & safety, and 

(v) governance. We have collected available data points from various sources 

and analysed the players’ ESG progress and action items in the section below. 

  

Environmental   

Emissions: TNB’s GHG emissions intensity was slightly higher in FY20 vs. 

FY19 due to the addition of ultra super critical power plants arising from 

increasing demand for electricity. However, total GHG emissions mitigated were 

higher yoy due to the usage of renewables, energy efficient (EE) solutions, low-

carbon generation and tree planting. 

Petronas Gas Berhad’s (PGB’s) overall GHG emissions have improved over the 

years through recycling carbon dioxide and installation of solar photovoltaic 

system. The group started the Carbon Dioxide Supply to New Customers 

(COSLA) project in 2018 to recover and process CO2 as raw material for other 

industry sectors. Other initiatives include Amine Solvent Optimisation (ASO) and 

Hydrogen Rich Gas (HRG) optimisation. The group also measures the sulphur 

oxides and nitrous oxide emissions, which have shown a significant decrease 

due to usage of cleaner fuel (low-sulphur compliant fuel) in its fleets, and 

reduction in venting activities. Its total carbon emission remains below its target 

limit of 5m tonnes of CO2e. 

YTL Power International’s (YTLP) overall GHG emissions have declined over 

the years as well, mainly driven by improvements in plant energy efficiency 

through periodic preventive maintenance of the power plants. Cypark claims that 

its operations have zero carbon emissions and reduced GHG emissions. The 

group’s RE parks helped to avoid 41,932 tonnes of carbon dioxide in FY20. 

Malakoff and Gas Malaysia do not have detailed disclosures on emissions. 

Energy profile: TNB’s RE installed capacity (by effective equity stake) made up 

c.20-21% of its total capacity in FY18-20. By total energy produced, TNB’s RE 

energy produced was 6-7% on average in FY18-20.  Its RE capacity as of FY20 

expanded to 3,398MW (Domestic: 2,732MW; International: 666MW) vs. FY18’s 

2,934MW (Domestic: 2,609MW; International: 325MW). As of FY20, coal-related 

revenue contributed c.20% of its total revenue. 

Malakoff’s power plants are mainly fossil fuel plants with an effective generation 

capacity of 6,410MW as of FY20. Our analysis shows that its FY20’s coal-

related revenue could be c.70% of its total revenue. YTLP owns c.4,150MW of 

fossil fuel/cogeneration plants in Malaysia, Singapore and Indonesia as of FY20. 

PGB is a gas pipeline asset owner with limited cogeneration power plant 

capacity (256MW in FY20) and no coal plant exposure. Cypark owns and 

manages c.47MWp of RE plants as of FY10/20. It is one of the pure RE players 

in the industry. 
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Energy efficiency: Since 2014, TNB’s buildings and power plants have been 

undergoing EE improvement programmes via systematic performance 

management. TNB’s total electricity consumption has been improving due to EE 

improvement programmes and work-from-home arrangements. PGB reduced 

7.7% of energy consumption vs. FY19 with an energy optimisation initiative as 

well as operational optimisation workaround. Malakoff recorded average monthly 

electricity savings of approximately 13% in FY20 as a result of the installation of 

LED lightings at its offices.  

Waste management: TNB’s scheduled waste diverted from disposal increased 

in FY20 vs. FY19, due to centralised waste disposal management practices by 

warehouse and logistics department since FY19. The percentage of waste 

recycled improved to 19% in FY20 vs. 4% in FY19. Water consumption also 

declined yoy. PGB has a higher percentage of waste recycled (65% as of FY20), 

as it has promoted 3R (reduce, reuse, recycle) programme since 2016 through 

enhancement of waste management plan. Water consumption declined 7% yoy 

in FY20 due to efforts to identify and repair major leaking lines at its operations. 

YTLP’s generated waste declined in FY20; it has a high percentage of waste 

recycled (waste diverted from landfill) of 81% as of FY20. Malakoff’s water 

consumption improved yoy in FY20 due to lower dispatch and water 

conservative initiatives. One of its sustainability initiatives is the third party 

offtake agreement relating to the recycling of ash generated by coal plants into 

construction material. 

 

Conclusion: TNB and PGB have more comprehensive disclosures on 

environmental elements as both adopt integrated reporting based on globally 

recognised framework. PGB’s overall emissions and waste management have 

been improving over the years, while we see TNB catching up with PGB on 

waste recycling efforts. TNB has higher emissions compared to PGB due to 

higher number of power plants and business nature. Cypark and TNB have 

higher percentage of RE capacity among its peers. 

  

Social   

Worker profile: We observe that Cypark has a more balanced gender profile 

(57% male, 43% female) for its overall workforce, compared to its peers (c.70-

80% male on average) as of FY20.  Based on available data, PGB has the 

lowest turnover rate for the past three years at less than 1% (FY18-FY20). 

Among peers, PGB also has the highest percentage of females in senior 

management at 33% from FY18-FY20. 

Training: TNB spent the most on training and development in FY20 and has the 

highest average training hour per employee among its peers, followed by PGB. 

Occupational health: Generally, the utilities players have low work-related 

fatalities across the board. TNB and Malakoff have a higher Lost Time Injury 

Frequency (LTIF) (per million man-hours) in the sector. We gather that most of 

the accidents experienced by TNB’s employees involved the use of motorcycles, 

hence the group rolled out a pilot project in partnership with an e-hailing service 

provider to offer alternative means of transport for official travel within the Klang 

Valley.  Majority of the LTIF for Malakoff was contributed by Alam Flora’s 

operations.  

Corporate Social Responsibility (CSR). TNB has taken a number of CSR 

initiatives during the Covid-19 outbreak, including RM250m electricity tariff 

discounts and RM22m for healthcare/medical equipment, and deployment of 

mobile generation sets for healthcare facilities.  

 

Conclusion: PGB and TNB have more comprehensive social element 

disclosures compared to others in the sector. PGB has better gender diversity 

within its senior management, lower employee attrition rate, and higher average 

training hours per employee. TNB and Malakoff have higher LTIF due to higher 
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number of employees and the nature of business, but we observe improvement 

in LTIF for TNB in FY20.  

 

Governance   

Board governance & diversity: All the companies have separation of duties 

between the group’s chairman and CEO and maintain a 

remuneration/compensation policy for its directors. On average, most of the 

company’s boardrooms consist of eight members, except YTLP at 12 members, 

TNB at 11 members and Cypark at six members.  

More than 60% of TNB’s, Gas Malaysia’s and Cypark’s boards consist of 

independent directors, while YTLP’s has the lowest composition of independent 

directors at 33%. All companies have adopted policies which limit the tenure of 

its independent directors to nine years, except YTLP, Gas Malaysia and Cypark. 

Only TNB and PGB have achieved the government’s target of having 30% 

women on their boards.  

Remuneration & Audit: All the companies have disclosed the remuneration of 

individual directors. For the top five senior management’s remuneration 

information, TNB, Gas Malaysia and Malakoff were the most transparent among 

its peers where the others do not provide the details. All companies’ audit 

committees are comprised solely of independent directors, except Malakoff and 

PGB. 

Business conduct: All companies have established an effective risk 

management, internal control framework and whistleblowing policy. Only TNB 

and PGB adopted integrated reporting based on a globally-recognised 

framework. 

 

Conclusion: Overall, we observe that TNB has better board independence, 

board gender diversity, board/top management remuneration disclosures, audit 

committee independence and integrated reporting based on globally recognised 

framework.  

  

Action items to address ESG materiality   

TNB: TNB is trying to address the ESG issue by ensuring its revenue from the 

coal generation plants does not exceed 25%. TNB has pledged not to invest in 

greenfield coal plants after Jimah East Power which was commissioned in 2019. 

With major coal plants going offline gradually, TNB’s coal-related revenue 

should not exceed 20% by 2030F vs. 22.1% in FY21F as per TNB forecast. TNB 

has also set an RE capacity target (including large hydro plants) of 8,300MW by 

2025. Its RE growth strategy is focused on: (i) international assets in selected 

growth markets and regions where it already has presence (the UK, Europe and 

Southeast Asia), and (ii) domestic assets by participating in large scale solar 

(LSS) projects, small RE projects and rooftop solar projects. The group said 

during its 4Q20 results briefing it is in advanced discussions with the Energy 

Commission (EC) on the terms and conditions for the Nenggiri large hydro plant 

(300MW). TNB is also reviewing its sustainability pathway plan, which it aims to 

disclose by 2H21.  

TNB is also proposing to allocate more regulated capex to facilitate energy 

transition, from regulatory period 2’s (RP2, 2018-20) 12% of total capex to 19% 

for RP3 (2022-24). More investment in distribution network infrastructure is 

needed to cater for: (i) RE integration to accommodate intermittency of energy 

and enable EV charging stations for electric vehicles, (ii) grid modernisation with 

smart meters, and (iii) enabling green energy programme and providing dynamic 

supply/energy platform. These ongoing investments into grid system will likely 

form a part of its regulated asset base, supporting our view that TNB’s regulated 

asset base will likely grow at an average growth rate of 4% p.a., which will 

sustain TNB’s regulated earnings in future. 
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PGB: We gather that the top material issues for PGB are gas supply 

security/reliability, growth strategy and regulation risk. Since 2019, the group has 

been broadening its revenue streams by rolling out a couple of ancillary services 

leveraging on its regasification terminals, such as gassing up cooling down 

(GUCD), liquefied natural gas (LNG) reloading, LNG truck loading, and LNG 

bunkering. These new services could fetch c.RM20m-30m additional revenue 

p.a., based on our analysis. 

As more coal-fired power plants retire from the grid system and as ESG trend 

gains traction, PGB believes it is poised to benefit from potentially higher natural 

gas usage in the future. Management does not rule out the possibility of 

supplying natural gas to gas-fired power plants and new industrial parks in the 

medium term. 

PGB is also currently undertaking southern pipeline debottlenecking (capex: 

RM100m) and Pulau Indah (capex: RM541m) gas pipeline projects. We gather 

from management that both projects would be included in the regulatory period 2 

(2023-25) regulated asset base. This is the first significant expansion for PGB’s 

gas transportation business under the TPA regime. It is in the process of setting 

up water reduction targets for its operations and has a GHG emission target of 

5.0 million tCO2e by 2024. 

YTLP: The group is working closely with in-house consulting company YTL-SV 

Carbon on measurement, reduction and offsetting GHG emissions for a low 

carbon economy. YTLP also aims to increase the use of renewable energy and 

expand its renewable energy portfolio for adoption in all business units. 

Malakoff: The group has diversified its business portfolio from power & water 

production, which now includes waste management & environmental services 

through the acquisition of Alam Flora completed at end-2019. The acquisition of 

Alam Flora has created synergistic opportunities to develop waste-to-energy 

(WTE) projects, and the group is also exploring new avenues to grow the 

business, such as looking at hazardous waste management facilities and 

handling port waste. Malakoff is also exploring RE projects domestically, in line 

with the government’s aim of increasing the proportion of RE to 31% of 

Malaysia’s energy generation mix by 2025.  

Malakoff has set long-term strategic targets of achieving 10,000MW of power 

generation capacity, 1,000,000 m3/day of water production capacity, 1,000MW 

of RE capacity and 10,000 tonnes/day of solid waste management volume. As of 

FY20, the group has 6,410MW of power generation capacity, 472,975 m3/day of 

water production capacity, and 4,145 tonnes/day of solid waste management 

volume. 

Gas Malaysia: The group aims to reduce its negative impact on the 

environment by supporting the use of natural gas, which is one of the cleanest 

forms of fossil fuels. It has created a virtual pipeline to undertake gas distribution 

via land transportation to customers who cannot be supplied through the natural 

gas distribution system network. It also teamed up with Sime Darby Offshore 

Engineering to convert organic waste into biogas or BioCNG, which is a 

sustainable and eco-friendly alternative energy source to fossil fuels. Gas 

Malaysia also made progress in producing energy more efficiently through 

cogeneration plants, which use 32% less fuel and have 50% less annual carbon 

emissions than coal. 

Cypark: The group aims to achieve 231MW of RE capacity by 2021F and 

500MW by 2022F, leveraging on the targeted completion of LSS3 Project in 

Merchang, Terengganu, future LSS tenders, net energy metering (NEM) 3.0 and 

other third-party access initiatives. 
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Figure 7: ESG factsheets (Part 1) 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Pillar Themes KPIs FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20

E Total electricity consumption (GWh) 24.6 23.3 22.3 - - - 942 927 896

Amount of energy savings (GWh) 1.33 1.33 - - - - 33.78 33.65 -

Total GHG emissions mitigated (m 

tCO2e)

5.81 5.37 5.98 - - - 0.42 0.47 0.10

Total GHG Direct Emissions (m tCO2e) 37.00 33.79 39.09 4.55 4.29 3.63 11.11 11.22 10.59

Total GHG Indirect Emissions  (m tCO2e) 0.19 0.24 0.19 0.06 0.07 0.06 0.16 0.23 0.34

GHG emissions intensity (tCO2e/MWh) 0.57 0.56 0.57 - - - - - -

Sulphur Oxides (SOx) emission (MT) - - - - 84.1 62.4 - - -

Nitrous Oxide (NOx) emission (MT) - - - - 13849.0 6862.0 - - -

% of renewable energy produced as of 

total energy produced

7% 6% 6% 0% 0% 0% - - -

% of renewable energy capacity as of 

total generation capacity

21% 20% 20% 0% 0% 0% - - -

% of waste recycled/diverted - 4% 19% 62% 48% 65% 73% 82% 81%

Total volume of recorded significant spills 

(m3)

0.0 0.6 - - 0.0 0.0 0.0 0.0 0.0

Total water consumption (million m3 ) 8047.9 7269.3 7065.3 6.4 7.4 6.9 2023.6 1976.6 1998.7

Is the company a constitutent of any 

reputable ESG-related Indices (e.g. 

FTSE4Good Index)?

Yes Yes Yes Yes Yes Yes Yes Yes No

Non-compliance with environmental laws 

and regulations (number of sanctions)

6 5 6 1 0 0 - 1 0

Total workforce (pax) 28371 28825 - 1959 1829 1765 4658 4688 4526

Male (%) 80.0% 79.5% - 87.2% 87.0% 87.0% 71.6% 71.8% 73.9%

Female (%) 20.0% 20.5% - 12.8% 13.0% 13.0% 28.4% 28.2% 26.1%

Employee turnover rate 4.9% 4.3% - 0.6% 0.6% 0.3% 20.2% 22.5% 20.4%

Employee engagement score 86% 89% 89% - - - - - -

S Training Training & Development cost (RM m) 142.8 183.1 76.5 10.2 15.4 4.4 - - -

Average training hour per employee (Man-

days per employee)

8.0 6.0 - 6.2 7.4 3.9 - - -

Lost days severity rate (per million

man-hours)

208.0 153.1 93 - - - - - -

Lost Time Injury Frequency (LTIF) (per 

million man-hours)

2.1 1.5 1.3 0.1 0.1 0.0 3 2.4 0.3

Number of Lost Time Injuries (LTI) 203 138 122 1 2 0 - - -

Total number of work-related fatilities by 

region and/or by gender. 

6 4 4 1 0 0 0 0 0

Employees with Disabilities (pax) 54 65 - - - - - 63 75

Women in senior management (%) 16.7% 18.9% - 33.0% 33.0% 33.0% 16% 19% 19%

CSR (RM m) 39.3 40.3 62.9 - - - - - 0.5

G Separation of role/duties between 

Chairman and CEO

Yes Yes Yes Yes Yes Yes Yes Yes Yes

Number of Board members 10 10 11 8 8 8 12 12 12

Independent Directors of the Board (%) 50% 60% 64% 50% 50% 50% 33% 33% 33%

Female Board Members (%) 50% 50% 36% 50% 50% 50% 17% 25% 25%

Average board meeting attendance 90% 91% 93% 98% 91% 99% 92% 94% 94%

Limits the tenure of its independent 

directors to nine years

Yes Yes Yes Yes Yes Yes No No No

G Remuneration & 

Audit

Remuneration and/or Compensation 

policy for its directors

Yes Yes Yes Yes Yes Yes No Yes Yes

Total remuneration package for Executive 

Directors (RM m)

11.5 7.8 4.1 1.3 1.6 1.5 46.1 34.9 26.9

Total remuneration package for Non-

Executive Directors (RM m)

5.0 3.6 6.6 1.4 1.5 1.5 0.4 0.8 0.9

Disclosure on top management 

remuneration 

No Yes Yes No No No No No No

Audit committee comprises solely of 

independent directors

Yes No Yes No No No Yes Yes Yes

Does the company maintain a 

Whistleblowing policy?

Yes Yes Yes Yes Yes Yes Yes Yes Yes

Integrated reporting based on globally 

recognised framework

Yes Yes Yes Yes Yes Yes No No No

Board governance 

& diversity

S Occupational 

health and safety

S Diversity and 

equal opportunity

E Waste 

management

E Generals

S Employment, staff 

turnover & 

maturity of 

workforce

Energy Efficiency

E Emissions

E Energy profile

Tenaga Nasional Petronas Gas YTL Power
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Figure 8: ESG factsheets (Part 2) 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Pillar Themes KPIs FY18 FY19 FY20 FY18 FY19 FY20 FY18 FY19 FY20

E Total electricity consumption (GWh) - - - - 1.93 1.97 - - -

Amount of energy savings (GWh) - - - - - - - - -

Total GHG emissions mitigated (m 

tCO2e)

- - - - - - 0.03 0.04 0.04

Total GHG Direct Emissions (m tCO2e) - - - - - - - - -

Total GHG Indirect Emissions  (m tCO2e) - - - - - - - - -

GHG emissions intensity (tCO2e/MWh) - - - - - - - - -

Sulphur Oxides (SOx) emission (MT) - - - - - - - - -

Nitrous Oxide (NOx) emission (MT) - - - - - - - - -

% of renewable energy produced as of 

total energy produced

- - - - - - 100% 100% 100%

% of renewable energy capacity as of 

total generation capacity

3% 0% 0% - - - 100% 100% 100%

% of waste recycled/diverted - - - - - - - - -

Total volume of recorded significant spills 

(m3)

- - - - - - - - -

Total water consumption (million m3 ) 2.6 2.6 2.5 - 0.02 0.01 - - -

Is the company a constitutent of any 

reputable ESG-related Indices (e.g. 

FTSE4Good Index)?

No No No No No No No No No

Non-compliance with environmental laws 

and regulations (number of sanctions)

1 0 0 0 0 0 0 0 0

Total workforce (pax) 1024 994 3981 504 530 545 143 153 124

Male (%) 84.2% 84.0% 83.8% 70.8% 70.9% 70.8% 59.0% 39.2% 57.3%

Female (%) 15.8% 16.0% 16.2% 29.2% 29.1% 29.2% 41.0% 60.8% 42.7%

Employee turnover rate 8.1% 8.0% - 3.8% 3.5% 3.7% - - -

Employee engagement score 88% 76% 97% - - - - - -

S Training Training & Development cost (RM m) 3.3 2.2 1.4 0.3 0.4 0.4 0.17 0.15 0.05

Average training hour per employee (Man-

days per employee)

- - - - - - 0.12 0.06 0.01

Lost days severity rate (per million

man-hours)

- - - - - - - - -

Lost Time Injury Frequency (LTIF) (per 

million man-hours)

0.5 0.6 1.4 - - 0.5 0 0 0

Number of Lost Time Injuries (LTI) 3 16 37 - - 1 0 0 0

Total number of work-related fatilities by 

region and/or by gender. 

0 0 1 - - - - - -

Employees with Disabilities (pax) - - - - - - - - -

Women in senior management (%) 22.2% 18.2% 8.0% - 16.7% 20.0% - - -

CSR (RM m) - - - - - - - - -

G Separation of role/duties between 

Chairman and CEO

Yes Yes Yes Yes Yes Yes Yes Yes Yes

Number of Board members 8 7 8 9 8 8 6 6 6

Independent Directors of the Board (%) 50% 57% 50% 56% 63% 63% 67% 67% 67%

Female Board Members (%) 25% 14% 13% 22% 13% 13% 0% 0% 0%

Average board meeting attendance 93% 99% 100% 99% 98% 97% 98% 100% 100%

Limits the tenure of its independent 

directors to nine years

No Yes Yes No No No Yes No No

G Remuneration & 

Audit

Remuneration and/or Compensation 

policy for its directors

Yes Yes Yes Yes Yes Yes Yes Yes Yes

Total remuneration package for Executive 

Directors (RM m)

- - 0.1 0 0 0 6.1 5.4 9.9

Total remuneration package for Non-

Executive Directors (RM m)

2.0 1.9 1.9 1.6 1.7 1.7 0.7 0.7 0.8

Disclosure on top management 

remuneration 

Yes Yes Yes Yes Yes Yes No No No

Audit committee comprises solely of 

independent directors

No No No Yes Yes Yes Yes Yes Yes

Does the company maintain a 

Whistleblowing policy?

Yes Yes Yes Yes Yes Yes Yes Yes Yes

Integrated reporting based on globally 

recognised framework

No No No No No No No No No

Board governance 

& diversity

S Occupational 

health and safety

S Diversity and 

equal opportunity

E Waste 

management

E Generals

S Employment, staff 

turnover & 

maturity of 

workforce

Energy Efficiency

E Emissions

E Energy profile

CyparkMalakoff Gas Malaysia



 

 Utilities  |  Malaysia 

 

 Utilities - Overall  |  June 29, 2021 
 

 

 

 

13 
 

Impact of ESG scores on share prices   

According to studies by UMEA School of Business, Economics and Statistics, 

there is no significant relationship between the overall ESG scores of Nordic 

companies and the share price jumps observed. However, some country-

specific differences were noticed. ESG scores of the Finnish companies show 

that higher ESG scores will likely lower the frequency of negative share price 

movement; while there is a positive relationship between the ESG score and the 

total number of positive share price jumps for the companies in Norway. This 

indicates that: (i) higher ESG scores could result in higher returns for the 

investors in Norway, and (ii) Finish investors are relatively more sensitive 

towards ESG scores and seem to think the companies with high ESG scores are 

more stable and reliable. 

Case study in Malaysia. In 2014, FTSE4Good Bursa Malaysia index (FTSE4G) 

was launched whereby constituents are selected from the constituents of the 

FTSE Bursa Malaysia EMAS Index. The stocks are screened in line with ESG 

criteria. From 2015-YTD, we observe that FTSE4G is positively correlated to 

FBMKLCI30 and FBMEMAS indices performance but FTSE4G did not 

outperform both indices for the same period of time. For specific stocks, we 

studied the share price movements post addition/deletion of the constituents in 

the FTSE4G from Dec 2016 - YTD. We noticed that half of the stocks included 

into the FTSE4G at different review periods outperformed the market (FBMKLCI) 

while another half of the additional constituents underperformed the market, and 

vice versa. Hence, the results show that there is no direct correlation between 

share price performance and inclusion into FTSE4G for the Malaysian stock 

market. 

ESG ratings vs. performance of utility stocks. Among the utility stocks that 

were assessed by FTSE Russell, PGB was rated four stars (top 25% by ESG 

ratings amongst PLCs in FBM Emas), TNB and Malakoff were rated three stars 

(top 26-50% by ESG ratings amongst PLCs in FBM Emas), and Cypark was 

rated one star (bottom 25%) as of Dec 20. On the other hand, TNB was rated as 

BBB (average) under MSCI ESG ratings from 2015 to present, where TNB’s 

share price return was relatively flattish during the above mentioned period. 

MSCI upgraded the ESG rating for PGB from B to BB in May 20, but we did not 

observe a significant change in its share price for that time period. We do not 

observe a positive correlation between changes in ESG ratings and share price 

performance for Malaysia’s utilities counter. Our findings are further supported 

by the article titled ‘The impact of Environmental, Social and Governance factors 

on firm performance: Panel study on Malaysian companies’ published in Jan 

2018 in the Management of Environmental Quality Journal, where the results 

empirically show that there is no significant relationship between ESG with firm 

profitability and firm value. 

 
 

Figure 9: ESG ratings of external providers for utilities players 

 
SOURCES: BURSA MALAYSIA,/MSCI/SUSTAINALYTICS WEBSITE, REFINITIV DATABASE 

 

  

Company FTSE Russell MSCI ESG Refinitiv Sustainalytics

Tenaga Nasional 3 star BBB C High Risk

Petronas Gas 4 star BB B Medium Risk

YTL Power International - - C+ Severe Risk

Malakoff Corporation 3 star - - -

Gas Malaysia Berhad - - - -

Cypark Resources Bhd 1 star - - -

*MSCI ESG rating: AAA/AA is leader, A/BBB/BB is average, B/CCC is laggard

*FTSE Russell ESG rating: 4 Star is top 25%, 3 star is top 26-50%, 2 star is top 51-75%, and 1 star is bottom 25% by ESG ratings 

amongst PLCs in FBM Emas
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Figure 10: Stock performance before/after inclusion into/exclusion from FTSE4G 

 
   *Stocks excluded in red, stocks included in black 

*We take the share price returns two weeks before/after the inclusion/exclusion from FTSE4G    

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
 

 

  

Before inclusion/ exclusion After inclusion/ exclusion Before inclusion/ exclusion After inclusion/ exclusion

FBMKLCI index 1% 1% FBMKLCI index 1% 0%

MBSB 2% 2% Carlsberg 4% -1%

Westports 0% 0% CCM 6% 2%

RHB Bank 1% -1% Deleum -5% 3%

CMS 1% -1% F&N -1% 0%

Lii Hen 1% 1% George Kent -1% 4%

Shell Refining -11% -10% Hektar REIT -6% -1%

Lafarge 0% 1% HLFG 0% 1%

Media Prima -4% -2% Lafarge -3% -4%

Magnum 6% 6%

Before inclusion/ exclusion After inclusion/ exclusion Media Chinese 0% 0%

FBMKLCI index 0% -1% Parkson Holdings -2% 2%

YTL 1% -2% Ranhill 2% 10%

KLK 0% 0% UMW Holdings -1% -1%

EA Tech -18% -2% Velesto Energy 5% -2%

Hume Industries -9% -5% Yinson 21% 9%

UEM Edgenta -11% 16% Unisem -2% -2%

Before inclusion/ exclusion After inclusion/ exclusion Before inclusion/ exclusion After inclusion/ exclusion

FBMKLCI index -2% 2% FBMKLCI index -3% 4%

Ajinomoto -1% -1% Bermaz 4% -3%

AMMB 1% -2% Duopharma 1% 1%

FGV -1% -2% Inari 6% 13%

GENM -3% -1% Karex -7% 5%

HLB -2% -4% RCE -1% 2%

Kimlun -7% -1% Star Media -1% -3%

Matrix Concepts 6% -2% Parkson Holdings -5% 0%

Sasbadi -8% -1% UWM Holdings -7% 0%

SCGM 9% -26%

SEG International -2% 1%

VSI -15% 3%

YTLP 22% 1%

Before inclusion/ exclusion After inclusion/ exclusion Before inclusion/ exclusion After inclusion/ exclusion

FBMKLCI index 1% 0% FBMKLCI index 2% -3%

Genting Plantation 3% -1% Airasia 7% -1%

IOI Corp 3% -1% ECW 13% -6%

IOI Properties -5% -3% Hibiscus -4% -2%

PPB 0% 1% KLCCP -5% -3%

KLCCP -2% 3% Bumi Armada -4% 3%

Sasbadi 0% 0% Sunway Construction 0% -3%

SEG International -1% -1%

Dec-18 Dec-20

Dec-16 Jun-19

Jun-17

Jun-18 Jun-20
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Conclusion  

Risks are opportunities   

Embracing ESG with benefits. Although there is no empirical evidence 

between ESG scoring and stock price performance for now, we believe adopting 

better ESG practices is positive for the long term, especially given the growing 

awareness of its importance in Malaysia. We have seen power producers, such 

as TNB and Malakoff, striving to expand their RE portfolios and diversifying their 

revenue streams away from coal-based plants, while gas industry players have 

been improving their energy efficiencies and could benefit from potential higher 

gas offtake in the future. We believe the paradigm shift to greener energy and 

the 31% RE capacity mix target by 2025 will likely benefit the utilities players as 

electricity is still an essential service with growing demand, albeit with a greener 

generation method. 

 

Sector outlook   

Defensive and solid in the long run. We observe that, historically, the MSCI 

Malaysia Utilities index has consistently outperformed the KLCI since 2011. We 

believe the outperformance was due to the utilities sector’s relatively stable 

dividend yields and steady EPS growth, as can be seen in the charts below.  
  

Figure 11: Sector index performance vs. FBMKLCI (2011-2020) Figure 12: Sector dividend yield vs. FBMKLCI 

  
   SOURCES: CGS-CIMB RESEARCH, BLOOMBERG    SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 

  

 
  

Figure 13: Sector EPS growth vs. FBMKLCI Figure 14: Sector P/E vs. FBMKLCI 

  
      SOURCES: CGS-CIMB RESEARCH, BLOOMBERG       SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
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2020 in review. The FBMKLCI outperformed the MSCI Malaysia Utilities index 

in 2020 by c.16%, charting a total return of c.6% vs. -10% for the latter. We view 

the significant underperformance in 2020 unjustified, given the lower EPS 

decline and higher dividend yield for MSCI Malaysia Utilities index vs. the market. 

The major drags were TNB and Cypark which underperformed the FBMKLCI by 

c.11-21%. The underperformance of TNB could be due to weaker EPS growth 

arising from the Covid-19 outbreak, concerns over more electricity rebates, 

declining foreign shareholding due to political instability/ESG issues and Inland 

Revenue Board’s (IRB) tax claim. Malakoff and Petronas Gas outperformed 

FBMKLCI by 5-6% largely due to better dividend yields and stronger EPS growth.  

Foreign shareholding near record lows. We observe the changes in 

Malaysian equity market’s foreign shareholding are somewhat related to MSCI 

Malaysia Utilities index performance. The MSCI Malaysia Utilities index peaked 

when foreign shareholding in Malaysia increased to 24.2% in Mar 18 vs. 22.3% 

in Dec 16. The declining trend in foreign shareholding started in May 18 after the 

General Election 14 (GE14) in Malaysia. Since then, the foreign shareholding 

level has fallen 3.8% pts from its peak of 24.2% in Mar 2018 to 20.4% in May 21. 

MSCI Malaysia Utilities index’s return also declined in tandem with lower foreign 

shareholding levels. All the utilities players have seen declining trend in their 

foreign shareholdings, especially TNB (12.4% in Mar 21 vs. its peak level of 

27.2% in Dec 16). Our analysis shows TNB, PGB and YTLP’s share price 

performances are more correlated to their foreign shareholding levels vs. peers, 

which could be due to higher percentage of foreign shareholding in these 

companies.  

2021 outlook. We expect the utilities companies under our coverage to report 

positive EPS growth in CY21-22F (1-12%) after registering a 7% earnings 

decline in CY20 due to the Covid-19 pandemic. We believe that a majority of the 

sector’s EPS growth will come from TNB, while the gas players’ earnings could 

be weaker due to operating cost normalisation in CY21F coupled with lower gas 

prices. We also expect minimal sector reform risk in FY21F, given: (i) the 

extension of Incentive-Based Regulation (IBR) regulatory period 2 to 2021 for 

TNB, and (ii) the government’s intention to review the Malaysia Electricity Supply 

Industry 2.0 (MESI 2.0) reform plan given its negative financial implications for 

the government. Given that Malaysia’s market foreign shareholding is near 

historical lows at the moment, we believe share price downside for utilities 

counters due to foreign outflows could be limited.  

Upgrade to Overweight from Neutral.  Year-to-date, the MSCI Malaysia 

Utilities Index has outperformed FBMKLCI by 0.7%, after underperforming the 

market by c.16% in 2020. As of 28 Jun 2021, MSCI Malaysia Utilities index was 

trading at 14.6x FY21 P/E, which is below its 5-year and 10-year historical P/E of 

16.4x and 15.3x respectively. We believe the sector’s current underperformance 

and suppressed valuation are unjustified, given: (i) the anticipated stronger EPS 

growth in CY21-22F vs. CY20 for stocks under our coverage, (ii) undemanding 

CY21F sector average P/E of 13.1x vs. 16.6x in CY20 for CGS-CIMB’s utilities 

coverage, as most of the stocks under our coverage are trading below their 10-

year historical mean P/E valuation,  (iii) decent dividend yields of c.5%, (iv) 

limited potential for foreign outflows as foreign shareholding is near historical 

lows, and (v) overplayed ESG concerns as we see growth potential from ESG. 

Hence, we upgrade the sector to Overweight from Neutral.  

Key downside risks are political instability, and more power reforms in the 

pipeline. We believe any abrupt changes in political landscape could be negative, 

as it could lead to potential foreign outflows due to investor concerns. Power 

sector reformation such as MESI 2.0, electricity sector’s IBR, and gas industry’s 

IBR/TPA in the past has created uncertainties for companies’ earnings outlook, 

hence could negatively impact the sector’s performance. 
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Figure 15: Utilities counters’ earnings growth trend – CGS-CIMB coverage 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Top picks. Based on our analysis, we expect the utilities companies under our 

coverage with better ESG disclosures, ratings and action items to tackle ESG 

risks to appear more attractive to investors. TNB could have been penalised by 

ESG investors due to its coal-based revenue (20% of FY20 revenue), but we 

see growth opportunities for TNB arising from ESG, which could be overlooked 

at the moment. We expect TNB to benefit from: (i) growing opportunities in RE 

by expanding its RE capacity domestically/internationally as a power generator, 

(ii) potential thermal plant bidding in future due to growing electricity demand 

from digitalisation, and (iii) robust investment for electricity grids to cater to 

energy transition, which will grow its regulated asset base. TNB should benefit 

from the energy transition process as a power producer and natural monopoly in 

the transmission/distribution network. On a side note, we believe TNB can easily 

tackle its coal-based revenue issue by spinning off its non-regulated generation 

business (GenCo). For investors with concerns over power generation, PGB 

could stand out as a good candidate for ESG rotation play, given its better ESG 

ratings vs. peers, good ESG disclosures, and potential growth in gas offtake. 

 

Stock recommendations   

TNB (Add, TP RM13.40). We like TNB: i) as it will likely maintain its monopoly 

position in the transmission and distribution (T&D) segment as the regulatory 

risk from sector reforms seems to be low, and ii) for its decent dividend yields of 

>4% for FY21-23F. Our target price of RM13.40 is based on 15x FY22F P/E 

(TNB’s 5-year historical P/E), which reflects the stock’s trading range during the 

IBR period. The key downside risks are weaker contributions from associates 

and potential sector reforms that could negatively impact TNB’s net profit. 

ESG: TNB is one of the pioneers to adopt integrated reporting based on globally 

recognised framework. TNB is tackling its material environmental issues by 

setting up a RE capacity target of 8,300MW by 2025 and to keep coal-based 

revenue below 25% of its revenue. It is poised to benefit from energy 

transformation through participation in RE projects and additional investments in 

grid systems. Furthermore, we believe TNB could easily reduce its coal 

exposure by spinning off its non-regulated generation business (GenCo) in 

future.  

 

PGB (Add, TP RM17.70). We expect FY21-22F core net profit to normalise and 

be weaker than FY20’s, given the lower plant turnaround and operating costs in 

FY20 due to the Covid-19 outbreak. We like the stock given its relatively stable 

earnings profile, healthy balance sheet and decent dividend yields. Our TP of 

RM17.70 is based on 18x FY22F P/E (its 2-year historical mean P/E). We are 

using a 2-year historical mean P/E as it reflects PGB’s trading range during the 

implementation of IBR period. Potential downside risks to our Add call are lower-

than-expected net profit following the IBR tariff revision in 2023F and 

unscheduled plant outages. 

ESG: PGB has the lowest GHG emissions, better gender diversity for senior 

management and lowest turnaround among the big-cap utilities. We believe 

PGB could stand out as a good candidate for ESG rotation plays, given that: i) it 

is ranked in the top 25% by ESG rating among public listed companies in FBM 

CY20 CY21F CY21F

Tenaga Nasional -17% 20% 2%

Petronas Gas 7% -4% 0%

YTL Power International -20% 38% -1%

Malakoff Corporation 19% 8% 3%

Gas Malaysia Berhad 28% -3% 2%

Cypark Resources Bhd -24% -3% 1%

Average -7% 12% 1%

EPS growth
Company
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Emas that have been assessed by FTSE Russell as of Dec 20; ii) it is a gas 

pipeline asset owner with limited gas plant generation capacity (256MW as of 

2020) and no coal plant exposure; and iii) MSCI upgraded PGB’s ESG rating 

from B (laggard) to BB (average) in May 20.  

 

YTLP (Add, TP RM0.78). We like the stock given the potential earnings 

recovery in FY21-23F vs. FY20 as its multi-utilities unit has delivered positive net 

profit in the past three quarters and narrowing losses at the telecommunication 

division. Dividend yields remain decent at >5% for FY21-23F. Our SOP-based 

target price is RM0.78. The key downside risks are weaker contributions from 

Wessex Water and its investment division. 

ESG. We note that governance criteria could currently be a weakness for YTLP 

as it has the least percentage of independent directors on its board despite 

having the highest number of board members. Its environmental aspect is 

improving due to better disclosures, improving GHG emissions and higher 

percentage of waste recycled.  

 

Malakoff (Add, TP RM1.04). We are positive on the stock given: (i) its improving 

earnings profile due to stronger profit contribution from Alam Flora and lower 

finance cost; (ii) a less stretched balance sheet as net gearing ratio shrank from 

2x at end-FY18 to 1.5x at end-FY20; and (iii) its decent dividend yield of c.5-6% 

for FY21-23F. We gather from management that the group is still committed to 

maintaining its dividend policy of paying out a minimum 70% of its net profit to 

shareholders, but will likely be conserving more cash in future for new business 

opportunities. Our SOP-based target price is RM1.04. Key downside risks are 

weaker-than-expected earnings from associates/JV and unplanned outages at 

power plants.  

ESG. The group has limited disclosure on ESG data points. We see Malakoff 

improving its environmental aspect by diversifying into waste management in 

2019, and set a RE target of 1,000MW as long-term strategic goals. However, its 

still-high coal-related revenue could limit ESG investing.  

 

Gas Malaysia (Add, TP RM2.97). We like the stock given the relatively stable 

net profit and decent dividends as potential re-rating catalysts. We believe FY21-

23F dividend yields will likely stay decent at c.5%. Our TP of RM2.97 is based 

on FY22F 1-year  historical mean P/E (18.2x). We use the 1-year historical 

mean P/E as it reflects Gas Malaysia’s trading range during the implementation 

of the IBR period in 2020. Key downside risks are lower-than-expected earnings 

after the implementation of revenue cap regime RP1, and lower shipper margins. 

ESG. The group has limited disclosure on ESG data points, but we observe 

improvement in 2020’s annual report as more environmental details such as fuel, 

electricity and water consumption data were revealed. We do not see major 

ESG risk for Gas Malaysia at the moment.   

 

Cypark (Hold, TP RM1.00). We retain our neutral stance on the stock despite 

anticipating net profit improvement in FY21-23F, given the delay in waste-to-

energy (WTE) and large scale solar 2 (LSS 2) projects’ commercial operation 

date (COD). Cypark has recently proposed a private placement of up to 20% of 

its total number of issued shares to fund its LSS 3 project, which could dampen 

investor sentiment due to EPS dilution. Our SOP-based TP remains at RM1.00.  

Downside risks are weaker-than-expected earnings from its RE division and 

further delays in the WTE plant’s COD. Upside risks to our call are sooner-than-

expected CODs of the WTE plant and LSS 2 solar plants.  

ESG. The group has limited disclosure on ESG data points. We think it should 

score well in environmental aspect due to exposure to RE projects, but its 

governance side could be impacted by no gender diversity in its board room and 

no disclosure on top management remuneration.   
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Figure 16: TNB’s 10-year P/E trend Figure 17: TNB’s share price vs. foreign shareholding trend  

  
   SOURCES: CGS-CIMB RESEARCH, BLOOMBERG    SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 

  

 
  

Figure 18: PGB’s 10-year P/E trend Figure 19: PGB’s share price vs. foreign shareholding trend 

  
   SOURCES: CGS-CIMB RESEARCH, BLOOMBERG SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 

  

 
  

Figure 20: YTLP’s 10-year P/E trend Figure 21: YTLP’s share price vs. foreign shareholding trend  

  
   SOURCES: CGS-CIMB RESEARCH, BLOOMBERG    SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
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Figure 22: Malakoff’s 5-year P/E trend Figure 23: Malakoff’s share price vs. foreign shareholding trend  

  
*Malakoff listed in 2015, thus no 10-year P/E trend    

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 

    

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
  

 
  

Figure 24: Gas Malaysia’s 8-year P/E trend Figure 25: Gas Malaysia’s share price vs. foreign shareholding 
trend  

  
*Gas Malaysia listed in 2012, thus no 10-year P/E trend 

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 

    

SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
  

 
  

Figure 26: Cypark’s 10-year P/E trend Figure 27: Cypark’s share price vs. foreign shareholding trend 

 
 

   SOURCES: CGS-CIMB RESEARCH, BLOOMBERG    SOURCES: CGS-CIMB RESEARCH, BLOOMBERG 
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Figure 28: Sector comparison   

 
*Last price as of 28 Jun 2021  

SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS, BLOOMBERG  
 

 

 

ESG in a nutshell        
 

We see growth opportunities arising from ESG due to the rapid growth in RE, higher electricity demand in the future due 
to digitalisation, and additional investments in grid systems to facilitate energy transition. We believe these could be 
overlooked by investors at the moment. We expect the utilities companies under our coverage with better ESG 
disclosures, ratings and action items to tackle ESG risk to appear more attractive to investors, as ESG gains traction.  
 

Keep your eye on Implications 

Renewable energy (RE) capacity and grid system 

investments growing rapidly in the near-to-medium term.  

Utilities players have opportunities to benefit from 

expanding RE portfolios, while TNB could benefit from 

continuous investments in the grid system.   
  

ESG highlights Implications 

TNB and PGB have better ESG disclosures than their local 

peers at the moment. Both are constituents of the FTSE4G 

index.   

There is no empirical evidence showing better ESG ratings 

result in better share price performance.   

  

Trends Implications 

Utilities players are expanding RE capacity and working on 

better ESG disclosures.   

While RE investments are taken into account under 

earnings potential, the impact of better ESG disclosures is 

yet to be seen.   
  

 

 

 

Share price Target Price

(local curr) (local curr) CY21F CY22F CY21F CY21F CY22F CY21F

Tenaga Nasional TNB MK Add 9.85 13.40         13,601 11.2 11.0 0.3% 0.97 8.8% 8.6% 4.9%

Petronas Gas PTG MK Add 15.70 17.70          7,491 16.0 15.9 1.2% 2.36 15.1% 14.5% 4.6%

YTL Power International YTLP MK Add 0.71 0.78          1,377 13.6 13.8 3.1% 0.47 3.4% 3.4% 5.8%

Malakoff Corporation MLK MK Add 0.81 1.04             955 14.5 14.0 9.8% 0.64 5.1% 5.2% 5.5%

Gas Malaysia Berhad GMB MK Add 2.74 2.97             848 17.1 16.8 8.1% 3.20 18.9% 18.9% 5.3%

Cypark Resources Bhd CYP MK Hold 0.91 1.00             106 6.5 6.5 -9.4% 0.50 8.5% 7.4% 0.0%

Average 13.1 13.0 1.3% 1.43 10.6% 10.4% 4.9%

P/BV (x) Recurring ROE (%)
Dividend 

Yield (%)Company
Bloomberg 

Ticker
Recom.

Market Cap 

(US$ m)

Core P/E (x) 3-year EPS 

CAGR (%)
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Singapore CGS-CIMB Securities (Singapore) Pte. Ltd.  Monetary Authority of Singapore 

South Korea CGS-CIMB Securities (Hong Kong) Limited, Korea Branch  Financial Services Commission and Financial Supervisory Service 

Thailand CGS-CIMB Securities (Thailand) Co. Ltd.  Securities and Exchange Commission Thailand 
  
 

Other Significant Financial Interests: 

(i)  As of May 31, 2021 CGS-CIMB has a proprietary position in the securities (which may include but not be limited to shares, warrants, call warrants 
and/or any other derivatives) in the following company or companies covered or recommended in this report: 

(a)  - 

(ii)  Analyst Disclosure: As of June 29, 2021, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities 
(which may include but not be limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered 
or recommended in this report: 

(a)  - 
 

This report does not purport to contain all the information that a prospective investor may require. Neither CGS-CIMB nor any of its affiliates 
(including CGIFHL, CIMBG and their related corporations) make any guarantee, representation or warranty, express or implied, as to the adequacy, 
accuracy, completeness, reliability or fairness of any such information and opinion contained in this report. Neither CGS-CIMB nor any of its affiliates 
nor their related persons (including CGIFHL, CIMBG and their related corporations) shall be liable in any manner whatsoever for any consequences 
(including but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. 

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CGS-CIMB’s clients 
generally and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may 
receive this report. The information and opinions in this report are not and should not be construed or considered as an offer, recommendation or 
solicitation to buy or sell the subject securities, related investments or other financial instruments or any derivative instrument, or any rights 
pertaining thereto. 

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual 
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, 
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report. 

The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors. 
 

Restrictions on Distributions 

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CGS-CIMB Securities (Singapore) Pte. Ltd. and 
CGS-CIMB Securities (Hong Kong) Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of 
the Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other 
person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been 
prepared without taking into account the objectives, financial situation or needs of the individual recipient. CGS-CIMB Securities (Singapore) Pte. 
Ltd. and CGS-CIMB Securities (Hong Kong) Limited do not hold, and are not required to hold an Australian financial services license. CGS-CIMB 
Securities (Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited rely on “passporting” exemptions for entities appropriately licensed 
by the Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC 
Class Order 03/1103).  

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 – Research 
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by 
CIBC, further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com . 

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the 
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory 
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The 
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to 
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not 
be provided to any person other than the original recipient and may not be reproduced or used for any other purpose. 

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to 
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it 
is not intended as a solicitation for the purchase of any financial instrument. 

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act 
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time 
of the publication of the information.  

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither 
the German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report. 

Hong Kong: This report is issued and distributed in Hong Kong by CGS-CIMB Securities (Hong Kong) Limited (“CHK”) which is licensed in Hong 
Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) activities. Any investors wishing 
to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CGS-CIMB Securities (Hong Kong) Limited. 
The views and opinions in this research report are our own as of the date hereof and are subject to change. If the Financial Services and Markets 
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Act of the United Kingdom or the rules of the Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are 
unaffected. CHK has no obligation to update its opinion or the information in this research report.  

This publication is strictly confidential and is for private circulation only to clients of CHK.  

CHK does not make a market on other securities mentioned in the report. 
 

India: This report is issued and distributed in India by CGS-CIMB Securities (India) Private Limited (“CGS-CIMB India”). CGS-CIMB India is a 
subsidiary of CGS-CIMB Securities International Pte. Ltd. which in turn is a 50:50 joint venture company of CGIFHL and CIMBG. The details of the 
members of the group of companies of CGS-CIMB can be found at www.cgs-cimb.com, CGIFHL at 
www.chinastock.com.hk/en/ACG/ContactUs/index.aspx and CIMBG at www.cimb.com/en/who-we-are.html. CGS-CIMB India is registered with the 
National Stock Exchange of India Limited and BSE Limited as a trading and clearing member (Merchant Banking Number: INM000012037) under 
the Securities and Exchange Board of India (Stock Brokers and Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 
4(g) of the Securities and Exchange Board of India (Investment Advisers) Regulations, 2013, CGS-CIMB India is not required to seek registration 
with the Securities and Exchange Board of India (“SEBI”) as an Investment Adviser. CGS-CIMB India is registered with SEBI (SEBI Registration 
Number: INZ000209135) as a Research Analyst (INH000000669) pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations"). 

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and 
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely 
on their own investigations and take their own professional advice before investment.  

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed 
or registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of 
India. No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being 
made, or intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of CGS-CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, 
firm profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to 
investment banking or capital markets transactions performed or proposed to be performed by CGS-CIMB India or its affiliates. 

CGS-CIMB India does not have actual / beneficial ownership of 1% or more securities of the subject company in this research report, at the end of 
the month immediately preceding the date of publication of this research report. However, since affiliates of CGS-CIMB India are engaged in the 
financial services business, they might have in their normal course of business financial interests or actual / beneficial ownership of one per cent or 
more in various companies including the subject company in this research report. 

CGS-CIMB India or its associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the subject company in 
this research report; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a 
market maker in the financial instruments of the subject company in this research report or act as an advisor or lender/borrower to such company or 
may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

CCGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not received any compensation for investment 
banking, merchant banking or brokerage services from the subject company mentioned in the research report in the past 12 months.  

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not managed or co-managed public offering of 
securities for the subject company mentioned in the research report in the past 12 months. The analyst from CGS-CIMB India engaged in 
preparation of this research report or his/her relative (a) do not have any financial interests in the subject company mentioned in this research report; 
(b) do not own 1% or more of the equity securities of the subject company mentioned in the research report as of the last day of the month preceding 
the publication of the research report; (c) do not have any material conflict of interest at the time of publication of the research report 

Indonesia: This report is issued and distributed by PT CGS-CIMB Sekuritas Indonesia (“CGS-CIMB Indonesia”). The views and opinions in this 
research report are our own as of the date hereof and are subject to change. CGS-CIMB Indonesia has no obligation to update its opinion or the 
information in this research report. This report is for private circulation only to clients of CGS-CIMB Indonesia. Neither this report nor any copy hereof 
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable Indonesian capital market laws and regulations. 

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the 
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold 
within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within 
the meaning of the Indonesian capital market law and regulations. 

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB 
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland. 

Malaysia: This report is distributed in Malaysia by CGS-CIMB Securities Sdn. Bhd. (“CGS-CIMB Malaysia”) solely for the benefit of and for the 
exclusive use of our clients. Recipients of this report are to contact CGS-CIMB Malaysia, at 29th Floor Menara CIMB No. 1 Jalan Stesen Sentral 2, 
Kuala Lumpur Sentral 50470 Kuala Lumpur, Malaysia, in respect of any matters arising from or in connection with this report. CGS-CIMB Malaysia 
has no obligation to update, revise or reaffirm its opinion or the information in this research reports after the date of this report.  

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial 
Advisers Act 2008. 

Singapore: This report is issued and distributed by CGS-CIMB Securities (Singapore)  Pte Ltd (“CGS-CIMB Singapore”). CGS-CIMB Singapore is a 
capital markets services licensee under the Securities and Futures Act (Chapter 289). Accordingly, it is exempted from the requirement to hold a 
financial adviser’s licence under the Financial Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating 
research analyses or research reports, whether in electronic, print or other form. CGS-CIMB Singapore is  subject to the applicable rules under the 
FAA unless it is able to avail itself to any prescribed exemptions. 

Recipients of this report are to contact CGS-CIMB Singapore, 50 Raffles Place, #16-02 Singapore Land Tower, Singapore in respect of any matters 



 

 Utilities  |  Malaysia 

 

 Utilities - Overall  |  June 29, 2021 
 

 

 

 

25 
 

arising from, or in connection with this report. CGS-CIMB Singapore has no obligation to update its opinion or the information in this research report. 
This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CGS-CIMB Singapore directly, you 
may not rely, use or disclose to anyone else this report or its contents. 

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CGS-CIMB Singapore accepts legal 
responsibility for the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an 
accredited investor, expert investor or institutional investor, the recipient is deemed to acknowledge that CGS-CIMB Singapore is exempt from 
certain requirements under the FAA and its attendant regulations, and as such, is exempt from complying with the following: 

(a)  Section 25 of the FAA (obligation to disclose product information); 

(b)  Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be 
reasonably expected to rely on the recommendation) of the FAA; 

(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 

(e)  Section 36 (obligation on disclosure of interest in specified products), and 

(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by 
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes 
as we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges 
that as CGS-CIMB Singapore is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMB 
Singapore for any loss or damage arising from the recipient’s reliance on any recommendation made by CGS-CIMB Singapore which would 
otherwise be a right that is available to the recipient under Section 27 of the FAA .  

CGS-CIMB Singapore, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have 
positions in specified products of the company(ies) covered in this research report or any specified products related thereto and may from time to 
time add to or dispose of, or may be materially interested in, any such specified products. Further, CGS-CIMB Singapore, its affiliates and its related 
corporations do and seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or 
have assumed an underwriting commitment in specified products of such company(ies), may sell them to or buy them from customers on a principal 
basis and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such 
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. 

As of June 28, 2021, CGS-CIMB Singapore does not have a proprietary position in the recommended specified products in this report. 

CGS-CIMB Singapore does not make a market on other specified products mentioned in the report. 

South Korea: This report is issued and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB 
Korea”) which is licensed as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. 
In South Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market 
Act of Korea (“FSCMA”). 

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not 
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any 
investment decision. This document does not constitute a public offering of securities.  

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The 
distribution of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described 
herein and may not be forwarded to the public in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks 
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research). 

Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to be reliable (but 
their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful consideration 
for use as information for investment. Such opinions are subject to change without notice and CGS-CIMB Thailand has no obligation to update its opinion or the 
information in this research report. 

CGS-CIMB Thailand may act or acts as Market Maker, and issuer and offeror of Derivative Warrants and Structured Note which may have the following securities as 
its underlying securities. Investors should carefully read and study the details of the derivative warrants in the prospectus before making investment decisions.  

ACE, ADVANC, AEONTS, AMATA, AOT, AP, AWC, BAM, BANPU, BBL, BCH, BCP, BCPG, BDMS, BEC, BEM, BGRIM, BH, BJC, BPP, BTS, CBG, CENTEL, CHG, 
CK, CKP, COM7, CPALL, CPF, CPN, CRC, DELTA, DOHOME, DTAC, EA, EGCO, EPG, ESSO, GFPT, GLOBAL, GPSC, GULF, GUNKUL, HANA, HMPRO, 
INTUCH, IRPC, IVL, JAS, JAMART, JMT, KBANK, KCE, KKP, KTB, KTC, LH, MAJOR, MBK, MEGA, MINT, MTC, OR, ORI, OSP, PLANB, PRM, PTG, PTT, PTTEP, 
PTTGC, QH, RATCH, RBF, RS, SAWAD, SCB, SCC, SCGP, SPALI, SPRC, STA, STEC, SUPER, TASCO, TCAP, THANI, TISCO, TMB, TOA, TOP, TPIPP, TQM, 
TRUE, TTW, TU, TVO, VGI, WHA, WHAUP, AAV, ERW, MC, PSL, SIRI, TKN. 

Corporate Governance Report: 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of 
the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the Market 
for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It 
is not an evaluation of operation and is not based on inside information. 

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that 
date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result. 
 

Score Range: 90 - 100 80 – 89 70 - 79 Below 70 No Survey Result 

Description: Excellent Very Good Good N/A N/A 
   

 

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing 
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authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, 
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is 
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the 
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to 
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the 
United Arab Emirates.  

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being 
distributed by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority 
and its registered office is at 53 New Broad Street, London EC2M 1JJ. The material distributed by CGS-CIMB UK has been prepared in accordance 
with CGS-CIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for 
distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients 
of CGS-CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c)  fall within Article 49(2)(a) to (d) (“high net worth companies, 
unincorporated associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all 
such persons together being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied 
on by persons who are not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons 
and will be engaged in only with relevant persons. 

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective 
assessment of the subject matter and does not constitute independent research. Consequently, this material has not been prepared in accordance 
with legal requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the 
dissemination of research. Therefore, this material is considered a marketing communication.  

United States: This research report is distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-
dealer and an affiliate of CGS-CIMB Securities Sdn. Bhd., CGS-CIMB Securities (Singapore)  Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-
CIMB Securities (Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB Securities (India) Private Limited, and is distributed 
solely to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This 
communication is only for Institutional Investors whose ordinary business activities involve investing in shares, bonds, and associated securities 
and/or derivative securities and who have professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major 
Institutional Investor must not rely on this communication. The delivery of this research report to any person in the United States of America is not a 
recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB 
Securities (USA) Inc, is a FINRA/SIPC member and takes responsibility for the content of this report. For further information or to place an order in 
any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities (USA) Inc. 

CGS-CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report. 

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months. 

CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12 
months. 

CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the 
company mentioned within the next 3 months. 

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA”), this 
report is third-party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and 
CGS-CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to persons who 
qualify as “U.S. Institutional Investors” or as “Major U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 
1934, as amended. This communication is only for U.S. Institutional Investors or Major U.S. Institutional Investor whose ordinary business activities 
involve investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. 
Any person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. The delivery of this report 
to any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion 
expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes responsibility for the content of this report. For 
further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities 
(USA) Inc. or RJA.  https://raymondjames.com/InternationalEquityDisclosures  

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, 
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.  

 

 
 

Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (Thai IOD) in 
2020, Anti-Corruption 2020 

ADVANC – Excellent, Certified, AMATA – Excellent, Certified, ANAN – Excellent, n/a, AOT – Excellent, n/a, AP – Excellent, Certified, ASP – 
Excellent, n/a, AU – Good, n/a, BAM – Very Good, Certified, BAY – Excellent, Certified, BBL – Very Good, Certified, BCH – Good, Certified, BCP - 
Excellent, Certified, BCPG – Excellent, Certified, BDMS – Excellent, n/a, BEAUTY – Good, n/a, BH - Good, n/a, BJC – Very Good, n/a, BLA – 

Rating Distribution (%) Inv estment Banking clients (%)

Add 70.3% 1.1%

Hold 19.6% 0.2%

Reduce 10.1% 0.2%

Distribution of stock ratings and inv estment banking clients for quarter ended on 31 March 2021

613 companies under cov erage for quarter ended on 31 March 2021
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Excellent, Certified, BTS - Excellent, Certified, CBG – Very Good, n/a, CCET – n/a, n/a, CENTEL – Excellent, Certified, CHAYO – Very Good, n/a, 
CHG – Very Good, n/a, CK – Excellent, n/a, COM7 – Very Good, Certified,  CPALL – Excellent, Certified, CPF – Excellent, Certified, CPN - 

Excellent, Certified, CPNREIT – n/a, n/a, CRC – Very Good, n/a, DELTA - Excellent, Certified, DDD – Very Good, n/a, DIF – n/a, n/a, DOHOME – 

Very Good, n/a, DREIT – n/a, n/a, DTAC – Excellent, Certified, ECL – Excellent, Certified, EGCO - Excellent, Certified, EPG – Excellent, Certified, 
ERW – Very Good, Certified, GFPT - Excellent, Certified, GGC – Excellent, Certified, GLOBAL – Very Good, n/a, HANA - Excellent, Certified, 
HMPRO - Excellent, Certified, HUMAN – Good, n/a, ICHI – Excellent, Certified, III – Excellent, n/a, INTUCH - Excellent, Certified, IRPC – Excellent, 
Certified, ITD – Very Good, n/a, IVL - Excellent, Certified, JASIF – n/a, n/a, JKN – Excellent, Declared, JMT – Very Good, Declared, KBANK - 
Excellent, Certified, KCE - Excellent, Certified, KEX – n/a, n/a, KKP – Excellent, Certified, KSL – Excellent, Certified, KTB - Excellent, Certified, 
KTC – Excellent, Certified, LH - Excellent, n/a, LPN – Excellent, Certified, M – Very Good, Certified, MAKRO – Excellent, Certified, MC – Excellent, 
Certified, MEGA – Very Good, n/a, MINT - Excellent, Certified, MTC – Excellent, Certified, NETBAY – Very Good, n/a, NRF – n/a, n/a, OR – n/a, n/a, 
ORI – Excellent, Certified,  OSP – Very Good, n/a, PLANB – Excellent, Certified, PRINC – Very Good, Certified, PR9 – Excellent, n/a, PSH – 
Excellent, Certified, PTT - Excellent, Certified, PTTEP - Excellent, Certified, PTTGC - Excellent, Certified, QH – Excellent, Certified, RBF – Good, 
n/a, RS – Excellent, n/a, RSP – Good, n/a, S – Excellent, n/a, SAK – n/a, n/a, SAPPE – Very Good, Certified, SAWAD – Very Good, n/a,  SCB - 
Excellent, Certified, SCC – Excellent, Certified, SCGP – n/a, n/a, SHR – Very Good, n/a, SIRI – Excellent, Certified, SPA – Very Good, n/a, SPALI - 
Excellent, Declared, SPRC – Excellent, Certified, SSP - Good, Declared, STEC – n/a, n/a, SVI – Excellent, Certified, SYNEX – Very Good, n/a, 
TCAP – Excellent, Certified, THANI – Excellent, Certified, TISCO - Excellent, Certified, TKN – Very Good, n/a, TMB - Excellent, Certified, TOP - 
Excellent, Certified, TRUE – Excellent, Certified, TU – Excellent, Certified, TVO – Excellent, Certified, VGI – Excellent, Certified, WHA – Excellent, 
Certified, WHART – n/a, n/a, WICE – Excellent, Certified, WORK – Good, n/a. 
- CG Score 2020 from Thai Institute of Directors Association (IOD) 
- Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of January 30, 2021) are 
categorised into: companies that have declared their intention to join CAC, and companies certified by CAC.  
 

 

Recommendation Framework 

Stock Ratings Definition: 

 Add The stock’s total return is expected to exceed 10% over the next 12 months. 

 Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net 
dividend yields of the stock.  Stock price targets have an investment horizon of 12 months.  
  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 
  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
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http://www.thai-iod.com/imgUpload/Brochure%20CGR%202019%20Resized.pdf
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