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COMPANY RESULTS  BUY 

(Maintained) 
Share Price RM3.68
Target Price RM4.80
Upside +30.4%
  

COMPANY DESCRIPTION 
Insurance service provider that offers life and 
property insurance products through its 
subsidiaries. 

STOCK DATA 
GICS sector Financials
Bloomberg ticker: STMB MK
Shares issued (m): 835.6
Market cap (Rmm): 3,075.1
Market cap (US$m): 732.4
3-mth avg daily t'over (US$m): 1.3

Price Performance (%) 
52-week high/low Rm5.01/Rm4.58

1mth 3mth 6mth 1yr YTD
(8.2) (14.0) (16.0) (22.4) (24.0)

Major Shareholders %
BIMB Holdings Bhd 60.3
EPF 5.3

FY21 NAV/Share (Rm) 2.07
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Syarikat Takaful Malaysia Keluarga (STMB MK) 
 

3Q21: Impacted By Prolonged Lockdown 
STMK’s 3Q21 results were marginally below expectations due to the impact of the 
prolonged lockdown on the premium growth of its Family Takaful business. That said, 
recovery is underway as the lockdown measures ease. 9M21 net premium growth of 6% 
and a relatively stable earnings trend are also commendable given the challenging 
environment. As such, current depressed valuations (-2SD below historical mean PE) 
are an opportunity to accumulate. Maintain BUY and target price of RM4.80.  

3Q21 RESULTS  
Year to 31 Dec (RMm) 3Q21 3Q20 qoq % chg yoy % chg 9M21 yoy % chg
Gross Earned Contribution 633.1  675.4  (1.3) (6.3) 1,973.4 8.9 
Less: Retakaful (124.6) (104.3) 8.0 19.4 (380.0) 19.1 
Net Earned Contribution 508.6  571.1  (3.3) (11.0) 1,593.4 6.7 
Investment & other Income 142.6  151.2  22.9 (5.6) 376.8 2.1 
Less: Net Benefits & Claims (234.4) (248.0) 4.3 (5.5) (694.4) 3.6 
Less: Other expenses & Commissions (68.4) (74.5) 22.9 (8.3) (215.9) (1.5)
Less: Management Expenses (100.4) (102.8) (1.0) (2.4) (306.4) 6.4 
Less: Transfer to Participant Funds (159.7) (199.3) (3.0) (19.9) (454.9) 21.1 
PBT 88.4  97.8  (7.6) (9.5) 298.6 (3.6)
Tax (15.7) (15.0) 12.9 4.4 (42.9) (13.9)
Net Profit 72.6  82.6  (11.0) (12.1) 255.3 (1.5)
 

 
Key Ratio (%): 3Q20 4Q20 1Q21 2Q21 3Q21
Claims Ratio 43.4 37.7 42.1 42.7 46.1
Management Expense Ratio 18.0 15.0 18.7 19.3 19.7
Combined Ratio 61.4 52.7 60.8 62.0 65.8

Source: Syarikat Takaful, UOB Kay Hian 

RESULTS 

• Marginally below expectations. Syarikat Takaful Malaysia Keluarga (STMK) reported 
3Q21 net profit of RM72.6m (-12% yoy, -11% qoq), bringing 9M20 earnings to RM255.2m (-
1.5% yoy), with 9M20 earnings representing 70% of our full-year estimates vs 73% 
historically. The result is deemed to be marginally below expectations as 4Q tends to be its 
second strongest quarter coupled with the fact that 3Q21 premium growth was impacted by 
the Full Movement Control Order (FMCO). Consequently, we expect backloading in 
premium sales to drive a sequentially stronger 4Q21.  

 

 

 

KEY FINANCIALS 
Year to 31 Dec (RMm) 2019 2020 2021F 2022F 2023F
Gross written premiums  2,748.6 2,514.1 2,596.4 2,734.1 2,887.4
Net earned premiums  2,354.4 2,073.0 2,138.9 2,250.4 2,372.5
Underwriting profit/(loss)  600.2 533.9 468.5 495.7 511.9
Net profit (rep./act.)  364.8 362.4 366.8 317.1 360.0
Net profit (adj.)  364.8 362.4 366.8 317.1 360.0
EPS (sen) 44.7 44.4 44.8 38.7 43.9
PE (x) 8.2 8.3 8.2 9.5 8.4
Dividend yield (%) 5.4 3.3 6.0 5.2 5.9
Total investment yield (%) 7.3 6.5 6.0 5.4 5.1
Combined ratio (%) 68.6 70.3 74.0 73.9 74.3
ROE (%) 33.1 26.5 22.9 17.9 18.5
Consensus net profit  - - 379 391 399
UOBKH/Consensus (x)  - - 0.97 0.81 0.90
Source: STMK, Bloomberg, UOB Kay Hian 
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• Family Takaful negatively impacted by FMCO… Overall group net earned premiums 
declined 10.9% yoy in 3Q21, dragged down by 16.9% yoy contraction in Family Takaful net 
earned premiums. The decline was due to lower LPPSA premium growth due to the FMCO. 
On a more positive note, a robust growth in General Takaful net premium growth (+15% yoy) 
helped to cushion the weakness in its Family Takaful segment. The General Takaful growth 
was largely underpinned by stronger motor premiums.  

• …but gradual recovery underway. As the economy reopens in 4Q21, Family Takaful 
premium growth has started to recover from Oct 21, which should lead to a qoq improvement 
in 4Q21 earnings. However, given the uneven economic recovery, we are only expecting a 
5% net premium growth for FY22. 

• Manageable impact from adoption of MFRS17. There were longer terms concerns of the 
potential impact of MFRS17 (implemented in FY23) on the group’s earnings as it would have 
to amortise single premium policies over a longer period, thereby leading to lower earnings 
which management had guided to be roughly 15%.  However, from a share price valuation 
angle, the market should accord the stock a higher PBV multiple from a higher ROE as there 
will be a day 1 downward adjustment to retain profit for accounting modification on legacy 
single premium policies. As such, post-MFRS17, ROE is anticipated to be higher by 2-3ppts 
which will partially offset the earnings impact.  There is also minimal risk to a cash call as its 
CAR ratio should remain well above 130% despite the one-off day 1 impact to retained 
earnings.  

• Opportunity to accumulate as valuations supressed despite earnings resilience. The 
stock is still trading at close to 2.0SD below its historical 5-year mean PER despite earnings 
remaining largely intact throughout the pandemic. We note that the group has been able to 
deliver a commendable 9M21 net premium growth of 6.7% yoy. As such, we think that 
current valuations remain attractive and may not have priced in potential upside in FY22 as 
the economic reopening gathers momentum. Potential growth catalysts could emanate from 
stronger-than-expected MRTA premium growth riding on the strong mortgage approval 
growth.  

EARNINGS REVISION/RISK 
• No change as we are expecting a sequentially stronger 4Q21 as lockdown measures ease. 

VALUATION/RECOMMENDATION 
• Maintain BUY and target price of RM4.80. In an attempt to smoothen out the one-off impact 

of Cukai Makmur to our target price, we peg our valuations to an average of 2022 and 2023 
earnings. Our target price is also based on a blended SOP of P/B and PE, and implies a 
12.0x 2022/23F EPS which is largely in line with its 10-year historical mean PE. The stock is 
trading at an undemanding price at close to 2.0SD below its historical 10-year mean PE, 
coupled with expectations of a recovery in its Family Takaful premium trend. More 
importantly, we note that the share price’s recent steep decline was largely attributed to non-
fundamental factors while longer-term growth prospects remain promising. As such, current 
PE valuation at -2SD to its historical mean does present an excellent opportunity to 
accumulate the stock on weakness, on expectations of a recovery.  

 

TRADING AT  -2SD  TO MEAN P/B 

 
Source: STMK, UOB Kay Hian 

TRADING AT -2SD TO MEAN PER 

 
Source: STMK, UOB Kay Hian 

VALUATION METRICS 
2022F 2023F

EPS (sen) 39.0 44.0
Ascribed historical mean PER 12.0x 12.0x
Fair valuation based on PE 
methodology (RM) 

RM 4.65 RM5.27

Book value/share RM2.26 RM2.48
Ascribing P/B multiplier 
(Gordon growth derived, FY22: 
19% ROE, FY23: 20.5% ROE) 

1.91x 1.99x

Fair valuation based on P/B 
methodology 

RM 4.31 RM4.94

Blended PE & P/B 
methodology 

RM 4.48 RM5.10

TP:                                   RM4.80 
Source: UOB Kay Hian 
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PROFIT & LOSS     
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F

Gross written premiums  2,514 2,596 2,734 2,887

Premium ceded to reinsurers  (441) (457) (484) (515)

Net earned premiums  2,073 2,139 2,250 2,373

Reinsurance commission income  n.a. n.a. n.a. n.a.

Claims and insurance benefits  (889) (973) (1,043) (1,110)

G&A exp of insurance ops  (275) (291) (306) (324)

Other exp of insurance opss  (375) (406) (405) (427)

Underwriting profit/(loss)  534 468 496 512

Investment income  430 422 401 409

Interest inc. (Banking ops)  n.a. n.a. n.a. n.a.

Other income  79 79 79 79

G&A exp of non-insurance ops  n.a. n.a. n.a. n.a.

Pre-tax profit  427 427 439 465

Tax  (63) (60) (123) (107)

Minorities  (1) 0 1 2

Net profit  362 367 317 360

Net profit (adj.)  362 367 317 360
 

 BALANCE SHEET     
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F

Cash 713 814 911 750

Loans and advances 2,550 2,815 2,815 2,815

Investments (equity & fixed inc) 6,631 6,946 7,393 7,880

Premiums receivables 303 444 449 454

Fixed assets (incl prop) 225 25 26 27

Other assets 1,371 1,547 1,807 2,345

Total assets 11,793 12,591 13,400 14,271

Insurance payables 1,027 1,087 1,152 1,220

Insurance contract liabilties 9,225 9,778 10,365 10,987

Total liabilities 10,251 10,865 11,517 12,207

Shareholders' funds 1,509 1,693 1,851 2,031

Minority interest - accumulated 32 33 33 33

Total equity & liabilities 11,793 12,591 13,400 14,271

   
 

     
OPERATING RATIOS     
Year to 31 Dec (%) 2020 2021F 2022F 2023F

Capital-related   

Shareholders' funds/total assets 12.8 13.4 13.8 14.2

Total Assets/equity (x) 7.8 7.4 7.2 7.0

  
Liquidity  
Liquid assets/total assets 30.7 32.3 31.6 29.4

  
Valuation (%)  
Adjusted P/E (x) 8.2 8.1 9.4 8.3

Dividend Yield 3.3 6.1 5.2 6.0

Payout ratio 27.1 49.3 49.3 49.4
 

      
KEY METRICS     
Year to 31 Dec (%) 2020 2021F 2022F 2023F

Growth     

Gross premiums, yoy chg (8.5) 3.3 5.3 5.6

Investment income, yoy chg 4.5 (2.0) (5.0) 2.0

Net profit, yoy chg (0.7) 1.2 (13.6) 13.5

Profitability   
Loss ratio 42.9 45.5 46.4 46.8

Expense ratio 27.4 28.5 27.5 27.5

Combined ratio 70.3 74.0 73.9 74.3

Net investment yield 6.5 6.0 5.4 5.1

Total investment yield 6.5 6.0 5.4 5.1

Reported ROE 26.5 22.9 17.9 18.5

Adjusted ROE 26.5 22.9 17.9 18.5
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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. 
 
 
 

4



  

Wednesday ,  24  November  2021

27 Refer to last page for important disclosures. 

R e g i o n a l  M o r n i n g  N o t e s  

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 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 

 
 
Copyright 2021, UOB Kay Hian Pte Ltd. All rights reserved.  
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