Limited potential upside seen for Tabung Haji
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LTH to Sell Riau
Estates

IT IS reported in the news
that Lembaga Tabung Haji
(LTH) will dispose its 95%
stakes in PT TH Indo Planta-
tions (THIP) to an Indone-
sian-based company at a pur-
chase price consideration of
RM2.3b.

The disposal includes
83,87%ha of plantation land,
one kernel crushing plant, six
palm oil mills and one bio-
mass plant.

Purpose of Disposal
LTH's board has approved the
deal in principal and it is now
subject to Indonesia’s regula-
tory approvals. Should the
deal go through, LTH will re-
ceive a total cash considera-
tion of RM2.19b.

According to LTH’s chief
executive officer, the purpose

of the disposal is to realise
the appreciation in the value
of THIP that will directly
benefit the depositors. The
proceeds from the disposal
will be invested in other plan-
tation assets.

Surprise Move

We are surprised by the news
as we are expecting LTH to
sell the estates to TH Planta-
tions Bhd (TH Plant), which is
currently managing the es-
tates through its wholly-
owned subsidiary, THP Agro
Management.

We thought that LTH
would try to unlock value
from the THIP estates given
its young average age profile
of 10-years-old.

Impact to TH
Plantations

Currently, TH Plantations’
revenue derived from es-
tate management account-
ed for approximately 7% of
its total revenue annually,
of which 4% alone is de-
rived from managing THIP
estates,

Applying the same profit
margin of 15% realised for
THP Agro Management, we
estimate the bottomline con-
tribution from THIP is very
minimal, accounted for bare-
ly 2% of TH Plant’s annual
earnings.

Therefore, the disposal of
THIP is expected to have a
negligible impact on TH Plan-
tations’ bottomline.
Maintaining Earnings
Forecast
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We are maintaining our
FY12 and FY13 earnings
forecast respectively as the
contribution from THIP is
very minimal,

Nevertheless, we believe
that TH Plantations’ funda-
mentals remain intact given
its aggressive replanting pro-
gram me and the develop-
ment of the newly acquired
land.

Maintain ‘Nentral’
TH Plant is currently trading
at 10.3x forward PER which
is at its upper bound of its
three-year average PER band
of 7.6x to 12,2x.

Due to its recent share price

outperformance, we believe
that its total potential upside
of 7.44% is limited and does
not meet our ‘Buy’ rating

threshold. The target price re-
mains at RM3, derived from
10.8x EP512, which is its three

years average PER.
P THPLANTATIONS BHD
._ 2010 : 2011F 2012F 2013F
REVENUE (RM mil) - A0 s A3BA . i ATIAe . BN
NET PROFIT (RM mil) A8 1 1483 W02 14560
e A [ G T s 7 TR
PERG) B Ho2 1030 L |

il The disposal of THIP [s expected to have a negliglble impacton

| TH Plantations’ bottomline



