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The Government of Malaysia, 
which is currently 
experiencing a contraction 
caused by the COVID-19 
pandemic, is expected to fully 
recover next year. ”YB Dato’ Sri Mustapa Bin Mohamed
Minister of Economic Affairs, Malaysia 
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29 May 2020
Performance

1M YTD 3YR 5YR Constituents Net Mcap (RM) Div Yield %

FTSE4Good Bursa 
Malaysia 5.27% -6.08% -6.48% 1.32% 69 467,141 4.05%

FTSE Bursa 
Malaysia KLCI 4.80% -5.54% -7.66% -0.62% 30 460,529 3.81%

FTSE Bursa 
Malaysia EMAS 6.83% -6.07% -8.36% 1.10% 231 635,044 3.69%





Conversations from a series of virtual IMKLs are designed to cover 
the steps Malaysia is taking to Recover from the Covid-19 health 
crisis, the Advances the government, investors and corporates are 
taking to move the nation forward faster and the ESG practices being 
put in place to ensure long-term Sustainability of our marketplace.

IMKL 2020 will cover some of the most relevant themes shaping our 
near-term future, namely, Economic Recovery, Infrastructure, 
Commodities, Technology and 5G.

This is first time IMKL is being held fully virtual, but the tradition of 
providing a platform to engage directly with decision makers is 
stronger than ever, interaction will be bolder than ever, and the 
conversations should be hotter than ever.

Bursa Malaysia has joined forces this year with Malaysia’s leading 
investment banks and brokerage firms to carry forward the 16-year 
tradition of Invest Malaysia and deliver a unique virtual Invest 
Malaysia Series that will cover more themes, more sectors and 
connect with more global investors than ever before.
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Contribution to total exports vs CPO price

Infrastructure contribution to GDP

Commodities contribution to GDP vs. CPO price

COMMODITIES AND INFRASTRUCTURE
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Jumping back on the B20 bandwagon and 
IQGLD UHYLVLWV EX\LQJ 0DOD\VLD¶V CPO    
 
 

Figure 2: Mala\sia¶s monthl\ e[ports to India from 2018   

 

SOURCES: CGS-CIMB RESEARCH, MPOB   
 

 
 

Figure 3: Indian edible oil stocks at ports and pipelines (1 Mar 2020: 1,530,000 tonnes) 
vs. MPOB CPO price     

 

SOURCES: CGS-CIMB RESEARCH, SOLVENT EXTRACTORS' ASSOCIATION OF INDIA   
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PALM OIL
Jumping back on the B20 bandwagon and
India revisits buying Malaysia’s CPO 

 

 

   

Sector Note Commodities │ Malaysia │ May 19, 2020 

 
 

 

IMPORTANT DISCLOSURES, INCLUDING AN< REQUIRED RESEARCH CERTIFICATIONS, ARE PRO9IDED AT THE END OF THIS REPORT.  IF THIS REPORT IS DISTRIBUTED IN 
THE UNITED STATES IT IS DISTRIBUTED B< CGS-CIMB SECURITIES (USA), INC. AND IS CONSIDERED THIRD-PARTY AFFILIATED RESEARCH.   
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Agribusiness 
Jumping back on the B20 bandwagon and 
IQGLD UHYLVLWV EX\LQJ MDOD\VLD¶V CPO   
Ŷ MDOD\VLD SODQV WR UHVWDUW B20 ZKLFK ZLOO EH SRVLWLYH IRU 2021 CPO GHPDQG. 
Ŷ RHSRUWV WKDW IQGLD FRQWUDFWHG 200N WRQQHV RI CPO IURP MDOD\VLD LV SRVLWLYH 

DV LW ZLOO KHOS ERRVW H[SRUWV DQG NHHS LQYHQWRU\ RI SDOP RLO LQ FKHFN LQ 2H. 
Ŷ TKH UHGXFWLRQ LQ MDOD\VLD¶V CPO H[SRUW WD[ WR ]HUR LQ JXQ SXWV WKH FRXQWU\ DW 

D PRUH FRPSHWLWLYH DGYDQWDJH RYHU IQGRQHVLD¶V US$55 SHU WRQQH CPO OHY\.    
 

Malaysia renews commitment to pursue B20   
Malaysia said it will restart the nationwide rollout of the B20 biodiesel programme in Sep 
after postponing it due to a two-month partial lockdown to contain the coronavirus, the 
Plantation Industries and Commodities Minister said. After a meeting with petroleum 
firms, the minister said the nationwide rollout is still expected to be completed by 15 Jun 
2021. This came slightly over a month after the minister said it will delay the nationwide 
implementation of plans to raise biodiesel usage in Malaysia. The new timeline for rollout 
for Sarawak is 1 Sep 20 (instead of Apr 20), Sabah on 1 Jan 21 (instead of Aug 20) and 
Peninsular Malaysia on 15 Jun 21 (unchanged from Jun 21 previously). This does not 
come as a surprise to us given that the biodiesel programme will help support current 
CPO prices.    

B20 unlikely to move the needle on 2020 demand for palm oil  
We are not entirely surprised by this development and the revised timeline will not 
significantly impact the demand for palm oil in Malaysia. As per our previous note, we 
estimated that the rollout of B20 in 2020 will add only 64,000 tonnes of additional 
biodiesel usage (or 0.3% of 2020F CPO output we estimate for Malaysia), which is not 
significant. We would be more concerned if the government chooses to abandon the B20 
implementation in 2021 as the potential loss in demand will be more significant at 
292,000 tonnes, based on our estimates. Upon full implementation, the B20 in 
transportation and B7 in industrial are estimated to soak up around 1.3m tonnes of palm 
oil p.a. (6.8% of 2020F CPO production). The good news is that the message from the 
new government is that it remains committed to the biodiesel plan. However, it has not 
indicated whether it will incorporate the more expensive biodiesel vs. diesel costs into the 
retail prices of diesel to consumers or plans to look at alternative options. 

India¶s purchase of palm oil from Mala\sia is a positive  
According to Reuters, leading Indian importers last week contracted up to 200,000 tonnes 
of crude palm oil from Malaysia to be shipped in Jun and Jul. The resumption of purchase 
came after Malaysia signed a deal last week to buy 100,000 tonnes of Indian rice. An 
IQGLDQ WUDGHU DWWULEXWHG WKH UHQHZHG EX\LQJ WR ORZ HGLEOH RLO VWRFNV LQ IQGLD DQG IQGLD¶V 
improved relations with Malaysia after the new government took over in Mar. We are 
positive on this development for two reasons; (1) the reported 200k tonnes over two 
months is significantly higher than total palm oil volume exported to India of only 96k 
tonnes for 4M20 but remains below the average monthly exports volume of palm oil from 
Malaysia to India of 367k tonnes per month in 2019; (2) the reduction in MDOD\VLD¶V GXW\ 
UDWH IRU CPO WR 0% LQ JXQ IURP 4.5% LQ MD\ SXWV MDOD\VLD¶V CPO DW D FRPSHWLWLYH 
advantage over IQGRQHVLD¶V CPO ZKLFK DWWUDFWV H[SRUW OHY\ RI XS WR US$55 SHU WRQQH. 
This is positive as it could help improve Malaysia¶V CPO exports to India and keep palm 
oil stocks in check in Malaysia during the peak production period in 2H20. Reiterate 
sector Neutral and our key picks for Malaysia are Genting Plantations and Hap Seng 
Plantations. 

 
  
  
 

                                  

Figure 1: Malaysia biodiesel usage as % of local CPO usage and output 

 
SOURCES: CGS-CIMB RESEARCH, MPOB  

   
 

  Malaysia  

Neutral (no change) 
  

Highlighted Companies  
Genting Plantations 
ADD, TP RM11.90, RM9.54 close 
We like Genting Plantations (GENP) for 
its rich land bank and young estates. The 
group has one of the youngest estate 
age profiles among its big-cap peers in 
Malaysia. 

Hap Seng Plantations 
ADD, TP RM1.91, RM1.54 close 
Our Add rating on Hap Seng Plantations 
(HSP) is premised on the view that the 
current implied low EV/ha of RM30k/ha 
for its RSPO-certified contiguous estates 
in Sabah could attract suitors, leading to 
a share price re-rating in the medium 
term. 

 

Summary Valuation Metrics 

 
 
Insert 

Analyst(s)  

 
Ivy NG Lee Fang, CFA 
T (60) 3 2261 9073  
E ivy.ng@cgs-cimb.com  
Nagulan RAVI 
T (60) 3 2261 9080  
E nagulan.ravi@cgs-cimb.com  
 
 

P/E (x) Dec-20F Dec-21F Dec-22F
Genting Plantations 31.83    24.91    23.56    
Hap Seng Plantations 37.78    35.57    33.69    

P/BV (x) Dec-20F Dec-21F Dec-22F
Genting Plantations 1.51     1.47     1.42     
Hap Seng Plantations 0.74     0.73     0.73     

Dividend Yield Dec-20F Dec-21F Dec-22F
Genting Plantations 2.04% 2.15% 2.15%
Hap Seng Plantations 1.95% 1.95% 1.95%

Malaysia's biodiesel usage �('000 tonnes) 2014 2015 2016 2017 2018 2019F 2020F 2021F 2022F
Biodiesel blended locally 295       382       350       359       429       627       720       1,076   1,300   
% of domestic palm oil usage 10.4% 13.1% 13.2% 12.6% 12.7% 15.6% 15.2% 18.5% 18.3%
% of domestic palm oil output 1.5% 1.9% 2.0% 1.8% 2.2% 3.2% 3.7% 5.3% 6.2%
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Figure 14: MaOa\VLa¶V PRQWKO\ e[ports to China were strong in 
Jun potentially due to restocking activities 

Figure 15: MaOa\VLa¶V PRQWKO\ e[SRUWV WR IQdLa UePaLQ very weak 

 
 

 SOURCES: CGS-CIMB RESEARCH, MPOB  SOURCES: CGS-CIMB RESEARCH, MPOB 
  

 
  

Figure 16: MaOa\VLa¶V PRQWKO\ e[SRUWV to the EU weakened 
further in Jun 

Figure 17: MaOa\VLa¶V PRQWKO\ e[SRUWV WR PaNLVWaQ KaYe started 
to recover but still trail behind Jan 20¶V VWURQJ VKRZLQJ 

 
 

 SOURCES: CGS-CIMB RESEARCH, MPOB  SOURCES: CGS-CIMB RESEARCH, MPOB 
  

 

The Malaysian government has 
suspended the export duty for the rest of 
the year. TKLV cRXOd KHOS LPSURYH CPO¶V 
share of Malaysian palm oil exports, 
which had declined to 15% in 1H20 from 
21% in 2019 when export tax on CPO 
was zero.  

Figure 18: Breakdown of Malaysia¶s palm oil export volume by product  

 

  SOURCES: CGS-CIMB RESEARCH, MPOB 
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Malaysia’s monthly exports to China were strong in 
June potentially due to restocking activities

Malaysia’s monthly exports to India remain very 
weak

Indian edible oil stocks at ports and pipelines (1 Mar 2020: 1,530,000 tonnes)Malaysia biodiesel usage as % of local CPO usage and output
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Global glove demand 2001-2020F 

 
   SOURCES: CGS-CIMB RESEARCH, MARGMA 
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Estimated global glove market share (2020F)

Title:
Source:

Please fill in the values above to have them entered in your report

Malaysia
67%

Thailand
18%

China
10%

Indonesia
3%

Others
2%

SOURCES: CGS-CIMB RESEARCH, MARGMA

Malaysia's Export To the 
World

1QCY20 (Jan-Mar) 1Q19 1Q20 % 1Q19 1Q20 % 1Q19 1Q20 % 
Natural Rubber Gloves (NR) 1.5 1.8 19.5% 0.3 0.4 19.1% 7.3 8.9 8.2%
Synthethic Rubber Gloves (NBR) 2.7 3.1 14.7% 0.6 0.7 14.7% 12.5 14.7 17.3%
Total 4.2 4.9 16.3% 1.0 1.1 16.3% 19.8 22.6 14.0%

Value (RM bn) Value (US$ bn) Quantity (bn pairs)

Malaysia’s Total Glove Exports (Jan – Mar 2019 & 2020) 

SOURCES: CGS-CIMB RESEARCH, MARGMA

RUBBER GLOVES
Malaysia dominates global rubber glove exports with 
rising glove exports in terms of value and quantity 
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RUBBER GLOVES
Malaysia to contribute 67% of global 
rubber glove demand (2020F)

7/13/20, 11:02 PMInteractive Chart

Page 1 of 1https://apac1.apps.cp.thomsonreuters.com/Apps/interactive-chart/2.35.20/#/

7/13/20, 11:12 PMInteractive Chart

Page 1 of 1https://apac1.apps.cp.thomsonreuters.com/Apps/interactive-chart/2.35.20/#/

Rubber Glove PLCs YTD Price Movement

Rubber Glove Major 4 YTD Rebased Performance

Supermax (SUPM) :
Top Glove (TPGC) :
Hartalega (HTHB) :

Kossan (KRIB) :

+ 1,049.64%
+    410.64%
+    226.64%
+    205.29%

YTD Performance

NO
YES
YES
NO

FTSE4Good Index



TUNE IN
INVEST MALAYSIA
2020 V2
OPPORTUNITY TO POWER
MALAYSIA’S GROWTH ENGINES

Source : CGS-CIMB Securities

INFRASTRUCTURE
Reviving public transport 
infrastructure could potentially be 
part of the overall economic recovery 
strategy, and one of the key 
components of Budget 2021 and the 
12th Malaysia Plan (12MP, 2021-
2025)

List of high impact public transport projects that can be considered under private finance initiative (PFI) 
Cost Target

(RM m) Status Completion 
KL-Singapore High Speed Rail (HSR) 68,000 Dealine of review period extended from end-May to end-2020 na
MRT 3 (Circle Line) 45,000 Government and MRT PDP have been in discussions with no targeted milestones na
Penang Transport Master Plan (PTMP) - Bayan Lepas LRT, PIL1, PSR 18,000 PDP agreement signed in July; No RM10bn GG bonds from federal government  2030
Serendah-Port Klang Rail by Pass and Logistics Highway linking ports 8,300 Highlighted in Budget 2020; status of feasibility studies unknown na
JB-Singapore Rapid Transit System (RTS) 3,160 Pending conclusion of new agreements in end-July; project to commence in November na
Trans-Borneo Highway (phase 1) 600 Highlighed in Budget 2020; completion in 10 years na
Total 143,060

HSR: High Speed Rail (based on latest reported cost estimated in 2020) PIL1: Pan Island Link phase 1
MRT: Mass Rapit Transit (project cost in 2018, prior to cancellation) PSR: Penang South Reclamation 
PDP: Project Delivery Partner GG: Government guaranteed

Ongoing major projects that is delayed due to Covid-19/MCO
Cost Target
(RM m) Status Completion 

East Coast Rail Line (ECRL) 44,000.0 17% completed; resumption of new construction works in 2H20 2026
Pan Borneo Highway  (PBH) Sabah 12,860.0 12 packages at 22% completion; PDP model removed; RM1.2bn cost savings 2023
Pan Borneo Highway  (PBH) Sarawak 16,480.0 RM2.9bn cost savings from removing PDP model; 11 packages 2022
Total 73,340.0
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FTSE Bursa Malaysia Palm Oil Index Malaysia (KLFTPLN : 3months)

Top 4 Constituents of KLFTPLN Index (YTD Rebased Performance) 

IOI (IOIB) :
Genting Plantations (GENP) :

Sime Darby Plantation (SIPL) :
Kuala Lumpur Kepong (KLKK) :

- 3.04%
- 6.43%
- 8.07%
- 8.55%

YES
YES
YES
YES

YTD Performance FTSE4Good Index
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PALM OIL
Moving closer to pre-Covid levels
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Commodities contribution to GDP vs. CPO price

Infrastructure contribution to GDP

Source : CGS-CIMB Securities
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Commodities contribution to GDP vs. CPO price

Infrastructure contribution to GDP

Source : CGS-CIMB Securities

FCPO 1mo (Jul) 5 Year as at 10 July 2020

FCPO 3mo (Sep) 1 Year as at 10 July 2020

Source: Thompson Reuters Eikon 

Source: Thompson Reuters Eikon 

PALM OIL
Vegetable oils consumption led by palm oil

OPPORTUNITY TO POWER
MALAYSIA’S GROWTH ENGINES
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Source : Oil World, MPOB, CGS-CIMB Securities

PALM OIL

Malaysia represents 26% of palm oil production 
measured in (‘000) tonnes

Indonesia
57%

Malaysia
26%

Thailand
4%

Colombia
2%

Nigeria
2%

Others
9%

PALM OIL PRODUCTION 
BY NATION 2019
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Commodities contribution to GDP vs. CPO price

Infrastructure contribution to GDP

Source : CGS-CIMB Securities
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Commodities contribution to GDP vs. CPO price

Infrastructure contribution to GDP

Source : CGS-CIMB Securities

According to World Bank data, Malaysia is the most forested 
emerging market amongst the world’s Top 100 Economies. 

67.6%

68.9%

68.5%

73.1%

67.2%

63.4%

62.0%

58.9%

57.7%

Source: World Bank 2016 Forest Cover Data | 2019 Country Classification Data

According to RSPO.org, 4.28 million hectares in Malaysia are certified.

Per hectare basis, oil palm trees are 6-10 times more efficient at producing oil than 
temperate oilseed crops such as rapeseed, soybean, olive and sunflower.

At 4.1Mt/ha for oil palm, the amount of oil that could be produced on 4.8 million 
palm-planted hectares would require about 55 million hectares of soybean, almost 
double the area of the entire US soybean crop (estimated at 31 million ha in 2009)

Source: AOCS.org author Denis J. Murphy, Professor of Biotechnology Research, University of South Wales

CONGO

SLOVENIA

PANAMA
61.9%

World Bank Forest Area is land under natural or planted stands of trees of at least 5 
meters in situ, whether productive or not, and excludes tree stands in agricultural 
production systems (for example, in fruit plantations and agroforestry systems) and 
trees in urban parks and gardens.

European Union Forest Area is 39.6%, United Kingdom is 13.1% and USA is 33.9% 
according to 2016 World Bank Data.

PALM OIL
What should the conversation be?

OPPORTUNITY TO POWER
MALAYSIA’S GROWTH ENGINES
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Over the 11-year period [2004-2015],
the net profit of the 17 GLCs grew by 10.2% p.a.“

Tan Sri Abdul Wahid Omar
Chairman, Bursa Malaysia

Companies with good governance have 
shown better resiliency…
…this is further supported by MSCI’s research 
that companies with a higher ESG score have 
a substantively lower cost of capital.

“
”YB Senator Tengku Dato' Sri Zafrul Tengku Abdul Aziz

Minister of Finance, Malaysia

Between 2015 and 2019, earning of Malaysian PLCs have 
declined by 5.4%. This is something we need to address.

”
Shareholders must also play a more critical and influential 
role in corporate governance. They can keep boards on 
their toes and engage them on governance issues.
“

”Datuk Syed Zaid Albar
Chairman, Securities Commission
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We think that ESG is the best barometer 
for a company that is well run.

Make sure your ESG is in place before 
EPF comes knocking on your door.

“
”Tunku Alizakri Alias

Chief EPF Officer, EPF

We have always been encouraging a really meaningful 
dialogue with our investee companies around the 
issues of sustainability and around the issues of 
stewardship of the earth.

“
”Datuk Shahril Ridza Ridzuan

MD, Khazanah

We have ESG principles embedded into 
all of our investment proposals.“

”Tuan Syed Hamadah Syed Othman
CEO, KWAP

We should not only be measured for our returns 
on financial capital, but also human, social and 
natural capital. 

Increasingly, there are other parameters also 
being applied to our corporate activities - ESG 
scores being one - to measure our efforts to 
create profits while delivering on sustainability.

“

”YB Senator Tengku Dato' Sri Zafrul Tengku Abdul Aziz
Minister of Finance, Malaysia





Public and private sector investments needed for rebuilding.
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