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COMPANY UPDATE  BUY 

(Maintained) 
Share Price RM0.63
Target Price RM1.05
Upside +65.4%
  

COMPANY DESCRIPTION
Independent power producer.

STOCK DATA 
GICS sector Utilities
Bloomberg ticker: MLK MK
Shares issued (m): 4,887.0
Market cap (RMm): 3,103.2
Market cap (US$m): 732.7
3-mth avg daily t'over (US$m): 0.9

Price Performance (%) 
52-week high/low RM0.880/RM0.585

1mth 3mth 6mth 1yr YTD
5.8 (9.9) (22.6) (24.4) (11.8)

Major Shareholders %
Anglo Oriental Annuities Sdn Bhd 20.1
MMC Corp Bhd  18.3
Employees Provident Fund 10.9

FY22 NAV/Share (RM) 1.27
FY22 Net Debt/Share (RM) 1.67
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Malakoff Corporation (MLK MK)  
 

Alam Flora A Boon To The Group  
Alam Flora is a key earnings driver for the group as Malakoff’s Tanjung Bin Energy 
(TBE) awaits new turbine blades in 2H22. Alam Flora will continue to perform well 
driven by higher waste collection, opex efficiency and growth in non-concession 
businesses. A tariff hike is a key re-rating catalyst as Alam Flora continues to exceed 
management’s expectation. The stock offers a generous dividend yield of 8% and 
trades at -2SD below its mean valuation. Maintain BUY. Target price: RM1.05.  

WHAT’S NEW 
• Strong Alam Flora performance... We gathered from a recent meeting that wholly-owned 

Alam Flora will continue to perform well in 2022. Key earning drivers are: a) higher waste 
collection with the reopening of economic activities, b) opex efficiency, and c) expansion of 
the non-concession businesses including industrial collection of solid waste, integrated 
facilities management, public cleansing and the management of landfills. The non-
concession businesses accounts for 10-15% of Alam Flora’s top-line and experienced 
double-digit growth in the past two years, albeit from a low base.  

• ...has exceeded expectations... Alam Flora accounts for 35% of Malakoff Corporation’s 
(Malakoff) 2021 core net profit. To recap, Alam Flora’s performance has exceeded 
management’s guidence with 2021 core net profit growing 75% yoy to RM113m (vs our 
expectation of sustainable net profit of RM70-80m annually). Last year’s strong performance 
reflects opex efficiency initiatives (including fleet management and centralised procurement) 
as well as other cost savings. A key re-rating catalyst for the stock includes a potentail (long 
overdue) tariff hike for Alam Flora.  

STOCK IMPACT 
• …and will help to cushion TBE’s weak 1H22. We expect the strong performance of Alam 

Flora and moderately higher gas usage of Malakoff’s power plants (since 4Q21, there is 
higher offtake from gas fired power plants due to high coal prices) to help offset yoy weak 
TBE earnings. This is due to significant reduction in TBE availability factor (37% in 4Q21 vs 
100% in 3Q21) resulting from turbine blade damage. The situation was rectified on 14 Feb 
22, adversely impacting 1Q22 earnings.   

• We expect a stronger 2H22 on the back of a recovery in TBE with the delivery of turbine 
blades in 2H22. Additionally, with the fully impairment of 40%-associate stake in Kapar 
Energy Venture (KEV), Malakoff expects its overseas associate earnings to be encouraging. 
2021 associate earnings rose 14% yoy on better operating matrix.  

 

KEY FINANCIALS 
Year to 31 Dec (RMm) 2019 2020 2021F 2022F 2023F
Net turnover  7,278 6,277 6,692 6,693 6,576
EBITDA  2,247 2,251 2,248 2,178 2,109
Operating profit  1,068 1,041 1,108 1,079 1,046
Net profit (rep./act.)  320 287 316 327 337
Net profit (adj.)  173 312 316 327 337
EPS (sen) 3.5 6.4 6.5 6.7 6.9
PE (x) 17.9 10.0 9.8 9.5 9.2
P/B (x) 0.5 0.5 0.5 0.5 0.5
EV/EBITDA (x) 5.2 5.2 5.2 5.4 5.6
Dividend yield (%) 10.3 8.0 8.9 9.2 9.5
Net margin (%) 4.4 4.6 4.7 4.9 5.1
Net debt/(cash) to equity (%) 153.0 160.8 146.5 132.1 118.4
Interest cover (x) 3.3 3.9 3.1 3.2 3.3
ROE (%) 5.0 4.6 5.2 5.3 5.4
Consensus net profit  - - 303 319 324
UOBKH/Consensus (x)  - - 1.04 1.03 1.04
Source: Malakoff Corporation, Bloomberg, UOB Kay Hian 
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4Q21 ASSOCIATE EARNINGS 

Source: Malakoff, UOB Kay Hian 

EARNINGS REVISION/RISK 
• No change to earnings. 

VALUATION/RECOMMENDATION 
• Maintain BUY with a DCF-based target price of RM1.05. The stock trades at an attractive 

single digit PE of 10x vs five-year average PE of 13x. This is 2SD below the stock’s mean 
PER valuation in the past five years. We see positive risk-reward returns for the stock as 
downside is largely priced-in.  

• The stock offers a generous 8-9% dividend yield and the better-than-expected 
performance of Alam Flora will also imply higher dividend payout to the group. We 
understand Alam Flora have been flowing dividends up to the group in the past two years.  

SHARE PRICE CATALYST 
• Repowering/new power plant (gas) contract wins in Peninsular Malaysia as the government 

seeks to pump-prime the economy by offering new power purchase agreements (PPA). 

• Alam Flora’s impending tariff hike and new concession areas.  

• Winning large-scale solar power tenders within Peninsular Malaysia. 

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG) UPDATES 

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

generation capacity, 1,000,000 m3/day of water production capacity, 1,400MW of RE 
capacity and 10,000 tonnes/day of solid waste management by 2031. 

- No further plant up of coal fired power plants for Malakoff. Committed to achieving net-
zero carbon by 2050, in line with the government’s ambition. 

- With Alam Flora as the largest waste management company in Malaysia, Malakoff is 
in a better position to grow its environmental services. 

• Social 
- Cultivate an inclusive culture in an agile organisation with equal opportunities for all 

people to grow professionally within a safe and healthy work environment. 

• Governance  
- Observe the highest corporate compliance standards in all units and activities of the 

group (goal: zero misconduct).  
 

 SOTP VALUATION 
Equity 

interest 
Equity 

valuation 
% of 

SOTP 
IPPs in Malaysia 
- Tg Bin 90% 2,570 33% 
- GB3 75% 132 2% 
- SEV 94% 645 8% 
- Prai 100% 280 4% 
- Tg Bin Energy 100% 3,174 40% 
IPPs outside Malaysia and 
O&M 30.1 181 2% 
Alam Flora 97% 910 12% 
Total  7,892 100% 
Less: Holding company debt -2,634 
Total market capitalisation 
(RMm) 5,258 
Share base 5,006 
Target price (RM/share) 1.05 

Source: Malakoff, UOB Kay Hian 

ALAM FLORA’S OEPRATIONAL PERFORMANCE 

Source: Malakoff 
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PROFIT & LOSS  
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F

Net turnover 6,277 6,692 6,693 6,576

EBITDA 2,251 2,248 2,178 2,109

Deprec. & amort. 1,210 1,140 1,100 1,062

EBIT 1,041 1,108 1,079 1,046

Associate contributions 0 200 200 200

Net interest income/(expense) (572) (733) (684) (633)

Pre-tax profit 445 575 595 613

Tax (115) (173) (178) (184)

Minorities (43) (86) (89) (92)

Net profit 287 316 327 337

Net profit (adj.) 312 316 327 337
 

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

Fixed assets 12,399 11,780 11,201 10,660

Other LT assets 5,726 5,605 5,483 5,362

Cash/ST investment 1,063 1,512 1,984 2,419

Other current assets 5,001 5,060 5,060 5,029

Total assets 24,189 23,956 23,728 23,470

ST debt 1,165 1,165 1,165 1,165

Other current liabilities 1,813 1,813 1,813 1,779

LT debt 9,717 9,357 8,997 8,637

Other LT liabilities 5,049 5,049 5,049 5,049

Shareholders' equity 6,108 6,149 6,192 6,236

Minority interest 337 423 512 604

Total liabilities & equity 24,189 23,956 23,728 23,470

  
CASH FLOW     
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F

Operating 2,067 1,284 1,316 1,288

Pre-tax profit 445 575 595 613

Tax (115) (173) (178) (184)

Deprec. & amort. 1,210 1,140 1,100 1,062

Working capital changes 494 (59) 0 (3)

Other operating cashflows 33 (200) (200) (200)

Investing (1,070) (200) (200) (200)

Capex (growth) (414) (200) (200) (200)

Proceeds from sale of assets 0 0 0 0

Others (657) 0 0 0

Financing (2,679) (635) (645) (653)

Dividend payments (249) (275) (285) (293)

Issue of shares 0 0 0 0

Proceeds from borrowings (1,516) (360) (360) (360)

Others/interest paid (914) 0 0 0

Net cash inflow (outflow) (1,683) 449 472 435

Beginning cash & cash equivalent 2,745 1,063 1,512 1,984

Ending cash & cash equivalent 1,063 1,512 1,984 2,419
 

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

Profitability     
EBITDA margin 35.9 33.6 32.5 32.1

Pre-tax margin 7.1 8.6 8.9 9.3

Net margin 4.6 4.7 4.9 5.1

ROA 1.1 1.3 1.4 1.4

ROE 4.6 5.2 5.3 5.4

     
Growth     
Turnover (13.8) 6.6 0.0 (1.7)

EBITDA 0.2 (0.1) (3.1) (3.2)

Pre-tax profit (15.2) 29.4 3.4 3.1

Net profit (10.5) 10.4 3.4 3.1

Net profit (adj.) 80.3 1.4 3.4 3.1

EPS 80.3 1.4 3.4 3.1

     
Leverage     
Debt to total capital 62.8 61.6 60.3 58.9

Debt to equity 178.2 171.1 164.1 157.2

Net debt/(cash) to equity 160.8 146.5 132.1 118.4

Interest cover (x) 3.9 3.1 3.2 3.3
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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 has provided investment banking services to Semk Holdings International 
Ltd (2250 HK) and has received compensation for such services in the preceding 12 months. 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 2022, UOB Kay Hian Pte Ltd. All rights reserved.  
 
http://research.uobkayhian.com 
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