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SECTOR UPDATE 

Plantation – Regional 
Spike In Fertiliser Prices Translating Into Higher Cost Of Production For 2022  
Most fertiliser prices soared since mid-21 driven by strong demand, supplies constraint 
and higher input costs. The cost of production based on current fertiliser prices is 
estimated to be 15-20% higher yoy for 2022, which will offset the earnings impact from 
high CPO ASP. High prices are not the only issue, as it is also getting tougher to 
acquire supplies. Thus, the sector may again suffer from low fertiliser applications in 
2022.  Maintain UNDERWEIGHT. 

WHAT’S NEW 
• Spike in fertiliser cost will increase cost of production by 15-20% for 2022. Current high 

fertiliser prices will translate into higher fertiliser costs for 2022 production. We estimated that 
could lead to at least a 15-20% increase in cost of production for 2022 provided planters have 
locked in the price in mid-21. The two main fertilisers for oil palm are nitrogen and phosphorus 
whereby the prices have increased more than 100% over the last six months driven by supply 
disruption, strong demand and higher input costs. Fertiliser cost is another major cost 
component after labour cost for oil palm producers, which is about 30-35% of ex-mill cost.  

• Fertiliser delivery is another challenge.  Companies may continue to apply full fertiliser 
programmes despite the high price, but they may not be able to receive the ordered volume 
due to supplies constraint and uncertainty on shipment arrangement. Malaysia and Indonesia 
are highly dependent on imported fertiliser but Indonesia is at a slight advantage as local 
ammonia production is sufficient to meet the domestic requirement. Based on our channel 
check, the estimated fertiliser imports for 2021 are just about 60-65% of the usual annual 
requirement. As the logistics bottleneck is unlikely to be solved anytime soon, 2022 could see 
even lower fertiliser imports volume.  

• Smallholders may again cut fertiliser applications. Smallholders may consider reducing 
fertiliser applications in order to maximize the return after suffering from low income for many 
years when CPO prices were low.  Smallholders make up 45% and 35% of total oil palm 
planted areas in Indonesia and Malaysia. The impact of the reduction of fertiliser back in 2018 
and 2019 is showing today as the yield recovery is slower and weaker than usual. As a result, 
production growth from Indonesia and Malaysia may not be able to deliver much growth for 
2022.  

ACTION 
• Maintain UNDERWEIGHT. Despite the recent share price recovery, the sector still 

underperformed the market in all three markets, ie Indonesia, Malaysia and Singapore. The 
recent share price recovery should be a one-off re-rating for the potential high earnings growth 
for 2021. However, looking at smaller earnings growth for 2022 and an earnings contraction for 
2023, we do not foresee any strong catalyst for the sector to outperform the market. Advocate 
selling into strength and maintain UNDERWEIGHT. For investors that must invest in this 
sector, we prefer companies with growth and good cash flow for potential good dividend, such 
as Kim Loong Resources (KIML MK), Hap Seng Plantations (HAPL MK), Sarawak Oil Palm 
(SOP MK ), KLK (KLK MK) and First Resources (FR SP).  

 UNDERWEIGHT 
(Maintained) 
 
PICKS  

Company 
Price 

(lcl currency) 
Target 

(lcl currency) 
Hap Seng Plantations  2.01 2.00 
Tunas Baru Lampung 875 990 

Source: Bloomberg, UOB Kay Hian  

CPO PRICE ASSUMPTIONS (RM/TONNE)  

 CPO Price Assumption 
(RM/tonne) 

2021F 3,300 
2022F 2,800 

Source: UOB Kay Hian  

PRICE OF FERTILISERS UP 100% -200% OVER THE 
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PEER COMPARISON 
Company Ticker Rec Price @ Target Market ----------------------- PE -----------------------   2021F Div

9 Nov 21 Price Cap 2020 2021F 2022F ROE P/B Div Yield
 (US$m) (x) (x) (x) (%) (x) (%)

Malaysia  (RM) (RM)   (sen)
Hap Seng Plantations HAPL MK HIOLD 2.01 2.00 387 17.8 9.3 13.4 5.4 0.9 15.2 7.6
Kim Loong KIML MK HOLD 1.56 1.30 363 11.7 8.7 10.5 12.9 1.8 11.2 7.2
KL Kepong KLK MK HOLD 20.70 20.50 5,375 28.6 16.3 18.2 7.3 1.9 109.9 5.3
IOI Corporation IOI MK HOLD 3.81 3.65 5,711 39.7 16.1 21.0 14.4 2.4 11.8 3.1
IJM Plantations IJMP MK HOLD 3.10 3.10 658 20.2 17.4 20.5 15.6 1.9 11.6 3.7
Genting Plantations GENP MK SELL 6.98 5.40 1,508 24.6 17.4 23.4 5.2 1.3 24.0 3.4
Sime Darby Plantation SDPL MK SELL 4.03 3.60 6,713 32.8 18.9 23.6 8.8 1.9 17.1 4.2
Sarawak Oil Palms SOP MK SELL 3.65 3.00 503 10.3 7.1 10.2 8.9 0.8 27.9 7.6
Singapore  (S$) (S$)   (cent)
Bumitama Agri BAL SP HOLD 0.55 0.50 709 8.4 8.1 8.2 13.2 1.5 2.1 3.8
First Resources FR SP HOLD 1.63 1.40 1911 17.0 9.8 12.2 9.5 1.8 8.3 5.1
Golden Agri-Res GGR SP SELL 0.27 0.18 2546 33.8 8.4 24.5 0.7 0.6 1.0 3.7
Indonesia  (Rp) (Rp)   (Rp)
Tunas Baru Lampung TBLA IJ BUY 875 990 328 6.2 4.1 6.3 12.1 (0.0) 32.0 3.7
Astra Agro Lestari AALI IJ HOLD 10,900 11,415 1472 25.2 7.8 14.2 4.5 1.0 353.2 3.2
London Sumatra LSIP IJ SELL 1405 910 673 13.8 8.9 10.8 7.8 1.0 47.1 3.4

Source: UOB Kay Hian 
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ESSENTIALS  
• Most fertiliser prices spike in 2H21, particularly phosphates and urea. The factors that 

cause the prices to surge are:  

- Operational disruption leads to longer turnaround time and higher input cost.  The 
few events that led to supply disruption are: a) operational disruption by COVID-19, b) 
Hurricane Ida-related downtime in the US, and c) power shortage in China that limited the 
operational hours.  

- Exports restriction from producing countries. Concerns over fertiliser shortage also 
led to exports restriction by the two major producers – Russia and China. The Russian 
government outlined export caps on nitrogen-based fertilisers, as well as diammonium 
phosphate (DAP), monoammonium phosphate (MAP) and complex fertilisers, effective 1 
Dec 21 - 31 May 22.  China's General Administration of Customs will start inspections on 
fertiliser exports from 15 October on 29 types of fertiliser commodities. The 29 types 
include, but are not limited to, urea, DAP, MAP, nitrogen, phosphorus and potassium 
(NPK), sarsabz nitrophos(NP), muriate of potassium (MOP), potassium sulphate (SOP), 
ammonium chloride, and ammonium nitrate fertilisers. Although ammonium sulphate is 
not on the list, suppliers are not taking the risk or they are asking for a higher price from 
buyers. 

- Strong demand from the agricultural sector as commodity prices increased significantly 
in 2021. 

• Fertiliser suppliers are less active in the recent fertiliser tenders. Plantation companies 
have started the fertiliser tendering for 2022 but the response is not as good as in the past 
because fertiliser suppliers are worried about: a) price fluctuations, b) hedging risk, and c) 
timely delivery. We also noticed that smaller fertiliser trading companies sent out notices to 
its customers stating they have stopped accepting orders due to the shortage especially the 
urea/ammonia from China which have been put under exports restriction.   

• Compound fertilisers may be a better option now. Malaysian-based plantation 
companies may consider using compound fertilisers. This is because compound fertilisers’ 
price premium to straight fertilisers’ price has narrowed from the usual 30-35% to 13-15%. In 
addition, the application of compound fertilisers will result in reducing manpower, ie the 
number of applications for compound fertilisers could be reduced to 3-4 times per year vs 
straight fertilisers which would need to be applied 6-7 times per year. 

ASSUMPTION CHANGES 
• Under review. We are reviewing our CPO price assumptions to be more reflective of the 

current high CPO price. Our current CPO price assumptions are RM3,300, RM2,800 and 
RM2,600/tonnes for 2021/22/23 respectively.  

SECTOR CATALYTS  
• Possibility of La Nina event in Dec 21–Feb 22. The supply tightness of global oilseeds 

could be more severe if the adverse weather conditions prolong with another mild to strong 
La Nina. Based on the National Oceanic and Atmospheric Administration’s (NOAA) 
announcement, the probability of La Nina happening is 87%, which might occur in Dec 21–
Feb 22. This might affect both palm and soybean crop production due to the weather 
interruption. 

RISKS 
• Demand rationing. The high price has led to a weaker demand for 2020 and 2021. If the 

high price persists, demand recovery may be slower than expected which will lead to faster 
restocking. Higher stocks will be negative to prices.  

 

 SPIKE IN FERTILISER COST PRODUCTION

Straight Fertiliser Compound

Dec-20 Nov-21

Fertiliser Cost Per Hectare

+158%
+118%

 
Source: UOB Kay Hian  
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BREAKDOWN OF STRIGHT FERTILISER 
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Source: UOB Kay Hian 

TOP FERTILISER PRODUCERS 

 
Source: International Fertilizer Association, World Bank  
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
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