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MISC (MlSC MK) BUY (Maintained)

Share Price RM7.30
Petroleum’s Strength To Support Dividend Obligation Target Price RM8.70
Upside +30.7%

Highlights
e Despite geopolitical risks and market turmoilll crude tankers’ Analyst(s)
fundamentals remain strong. OPEC+’s new stance in supply management Kong HP Meng
against tariffs and structural shifts in crude demand/refinery developments homeng@uobkayhian.com
could generate short-term deviations in tanker spot rates, but time charter +603 2147 1987

rates are still expected to remain strong. In the long run, global crude tanker
fleet will remain tight, as the aged/sanctioned tanker mix remains
substantially higher vs orderbook. This underpins the strong outperformance
of Drewry’s Crude Shipping Index (+37% ytd) vs the broader market (Russell ~ Stock Data

2000, +7% ytd). GICS Sector Energy
e Petroleum division’s strength should mitigate downside risks and gf;rr:f ?Srguicdkz;) Mlsfngg
protect dividend obligation. Granted, MISC’s diversified business nature  \aret cap (RMm) 32,585.0
may be a reason it will trade at a discount vs pure global tanker stocks, but  market cap (US$m) 7.580
in hindsight we expect its petroleum division to remain strong, shielding  3-mth avg daily tover (US$m) 1.5-
downside risks especially for its LNG and offshore divisions. MISC strives to .
maintain its dividend payout yoy (but stresses that it is not a policy). Price Performance (%)
52-week high/low RM2.82/RM1.73
¢ Maintain BUY with a target price of RM8.70.
1mth 3mth 6mth lyr YTD
. (1.0) (0.8) 22 (6.1) (4.0)
Analysis _ .
e Many feel-good market factors for crude tankers. At the core of these is N,Iajor Shareholders U
the continued pace of OPEC+'s unwinding of production cuts. Seasonally ~ \neontegacy SL
. ) ) EPF 15.3
speaking, as we have passed the summer months (ie the period when
nations like Saudi Arabia consume more oil domestically for power usage), Price Chart
and alongside growth in non-OPEC supply, Teekay Tankers we saw global
seaborne crude trade volumes surge past 45m bpd in Sep 25. Open o) - - )
arbitrage also led to a surge in West-East voyages. All these underpin strong e "
spot crude tanker rates. According to Allied Shipping Weekly, spot rates for 1 110
VLCC/Suezmax/Aframax ~ were  US$62,934/US$57,062/US$37,625
respectively. Time charter rates remain stable at US$30,000-49,000. :’: "
15 { Volume (m)

Key Financials

0
Oct24 Dec24 Feb25 Apr25 Jun25 Aug25 Oct25

Year to 31 Dec (RMm) 2023 2024 2025F 2026F 2027F

Net turnover 14,272 13,238 16,240 13,667 15,050 Source: Bloomberg

EBITDA 4,695 4,202 4,810 5,359 5,977

Operating profit 2,881 2,594 3,028 3,410 3,860 Company Description

Net profit (rep./act.) 2,124 1882 2,415 2,697 3,133 Shipping company, it employs finance lease (FL) accounting for

Net profit (adj.) 2,498 1,882 2,415 2,697 3,132 assets in which it has long-term charter contracts, especially

EPS 56.0 52.4 54.1 60.4 70.2 liquefied natural gas carriers (LNGC). Within its petroleum fleet,
it operates very large crude carriers (VLCC), mid-sized tankers,

E;EB 13; 132 13; 132 13: an(;) dynamic rg)/osit?onir?g shuttle tan(kers (D)PST). The offshore
division operates floating, production, storage and offloading

EV/EBITDA 9.2 10.0 8.9 8.2 75 (FPSO) vessels

Dividend yield 45 45 45 45 45

Net margin 14.9 9.0 14.9 19.7 20.8

Net debt/(cash) to equity 25.0 234 23.6 25.9 26.2

Interest cover 6.4 5.8 7.1 7.6 8.2

ROE 55 32 6.3 7.0 79

Consensus net profit - - 2,368 2,430 2,649

UOBKH/Consensus (x) - - 1.02 1.10 1.18

Source: MISC, Bloomberg, UOB Kay Hian
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o Offshore and LNG divisions still facing earnings risk. For LNG, we retain
our assumption that LNG earnings will still look weak for the 2H25 horizon
as MISC is going through its fleet rejuvenation programme (to replace its
aged steam-turbine LNGC that expired). We guided that this fleet
rejuvenation will only be fully completed (and hence, the resolution of this
earnings risk) by 2027.

¢ For the offshore division, the FPSO Marechal Duque de Caxias (Mero-3) is
operating well and is expected to be a key cash flow contributor in the long
run. Since its first oil on 30 Oct 24, the FPSO had lumpy closed-out costs in
2024, but achieved peak production capacity in May 25. However, due to the
complexity of the project, we understand that the cash flow generation from
FPSO Mero-3 is not expected to reach steady state within the 2025 horizon.
We assume that the efficiency of the FPSO is at 85-90%.

e Alsolleach division assumes some costs to mature NED’s business
plans. To recap, MISC strives to achieve its MISC2030 targets, ie: a) a 50%
operating cash flow growth from the 2022 base, with b) a 25% OCF growth
to come from new energy and decarbonisation (NED). NED had
operationalised with operating cash flow of RM199m/RM285mm in 2023/24
respectively. However, we were not guided on the per-segment costs
incurred for NED so far. We assume NED can be at advanced stages for the
LNG division, as it is working closely with Petronas to develop liquefied
carbon dioxide carriers; in its petroleum division, it is focusing on zero-
emission ammonia tankers; and for offshore applications, it is developing the
zero-emission ZEUS platform.

Valuation/Recommendation

e Retain BUY 'with an SOTP-based target price of RM8.70 implying 14x
2026F PE after rolling over valuations to 2026 (in line with average five-year
PE band). We advise accumulating on weakness as MISC weathers the
near-term weak LNG outlook, which will be rebalanced by early deliveries of
long-term charters, and the removal of the FPSO merger uncertainties.
Hence, we retain LNG DCF discount of 25% by 2028.

Earnings Revision/Risk

e Retain earnings forecasts. Despite prospects of early LNGC delivery within
the 2025 horizon, we still assume LNG earnings may remain weak in 2H25,
as we lack information on the exact contract expiries, layups, and spot
charters.

Share Price Catalyst

e Unexpected contract winsespecially in offshore space. Theoretically,
for MISC to fulfil its 2030 targets, and given it typically requires 30 months
(2-3 years) to construct a newbuild vessel in the yard, MISC will need to
secure new vessel contracts by 2027. We understand that MISC is
competing fiercely in the FPSO bids.

Mid-Sized Tanker Fleet Age Profile

Drewry Crude Shipping Equity Index vs
Russell 2000

20

020 a1 ne 0 2025

Note: Drewry Crude Tanker Equity Index includes Frontline, DHT
Holdings, Teekay Tankers, Nordic American Tankers, and Tsakos
Source: Drewry Maritime Financial Research

Spot Crude Tanker Rates
last 12 months
030ct w-0-w % min avg max
Jaltictanker indices
1087 -5.3% 799 979 1152
BCTI 579 -18% 460 639 Bag

Lcc
VLCC-TCE  $/day $62934 -214%
lyearperiod §$/day $48750 .0

$23498 $40760 $88082
$35250 $42241 $48750
uezmax

Suezmax-TCE  $/day $57,062 -38%
lyearperiod $/day $41000 ).

$18449 $40933 $628%0
$30000 $33259 $41500
\framax

Aframax-TCE  $/day $37.625 -17%
lyearperiod $/day $33500 1,

Source: Allied Weekly Shipping

$23251 $33063 $51450
$26250 $30953 $38750

SOTP Target Price
Segments Valuation RM/share
LNG 25% discount on DCF 1.78
Petroleum 1.4x PIB 3.46
MMHE (66.5%) RMO.40 target price 0.09
Gumusut 1x (no DCF discount) 1.74
Kikeh (51%) 1x P/B 0.18
FPSO Mero 3 JV DCF, lesser 10% 0.48
discount
Other offshore 0.9x P/B 0.43
(-) Net debt LNG (RM5b); others (0.75)
RM4hb
(+) New contracts Potential contracts; 0.80
FPSO and LNG
14x 2026F PE 8.70

Source: UOB Kay Hian
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Profit & Loss

Balance Sheet

Year to 31 Dec (RMm) 2024 2025F 2026F 2027F Year to 31 Dec (RMm) 2024 2025F 2026F 2027F
Net turnover 13,238 16,240 13,667 15,050 Fixed assets 23,461 25,771 28,081 30,391
EBITDA 4,203 4,810 5,360 5,977 Other LT assets 22,974 19,788 19,436 18,840
Deprec. & amort. 1,609 1,782 1,950 2,117 Cash/ST investment 6,677 6,793 6,252 6,320
EBIT 2,594 3,028 3,410 3,860 Other current assets 6,076 7,382 6,212 6,841
Total other non-operating n.a n.a n.a. n.a. Total assets 60,435 61,852 62,277 65,078
Egggg‘iaate contributions 97 400 334 352 ST debt 3,333 3,080 3,080 3,080
Netinterest incomel(expense) 719 682 703 730 Other current liabilities 5,743 5,715 4,154 4,536
Pre-tax profit 1,284 2,746 3,041 3,482 LT debt 12,161 12,177 13,303 14,009
Tax 50 58 ™ 3 Other LT liabilities 883 883 883 883
Minorities 40 273 280 276 Shareholders' equity 37,604 38,412 39,503 41,029
Net profit 1194 2415 2607 3133 Minority interest 709 983 1,262 1,539
Cash Flow
Year to 31 Dec (RMm) 2024 2025F 2026F 2027F Year to 31 Dec (%) 2024 2025F 2026F 2027F
Operating 4,277 4,753 5,296 5,904 Profitability
Pre-tax profit 1,284 2,746 3,041 3,482 EBITDA margin 317 29.6 39.2 39.7
Tax & 8 64 13 Pre-tax margin 9.7 16.9 222 231
Other operating cashflows 2,919 2,064 2,319 2,495 Net margin 9.0 14.9 19.7 20.8
Investing -1,192 -2,627 -3,827 -3,827 ROA 20 41 46 52
Capex (growth) -1,985 -4,620 -4,620 -4,620 ROE 3.2 6.3 70 79
Others 793 1,993 793 793
Financing -4,166 2,011 2,011 -2,011 Growth
Othersfinterest paid -4,166 -2,011 -2,011 -2,011 Tumover 37.9 69.2 1.4 56.8
Net cash inflow (outflow) -1,080 115 -542 67 EBITDA 05 15.0 28.1 429
Beg_inning cash & cash 7,732 6,677 6,793 6,252 Pre-tax profit (54.4) 2.4) 81 23.7
equivalent
Ending cash & cash 6,677 6,793 6,252 6,320 Net profit (53.8) (6.4) 4.5 214
equivalent Net profit (adj.) 20.1 24.0 385 60.9
EPS 20.1 24.0 385 60.9
Leverage
Debt to total capital 40.4 40.3 40.4 40.1
Debt to equity 41.2 41.3 417 41.7
Net debt/(cash) to equity 234 23.6 25.9 26.2
Interest cover (x) 5.8 7.1 7.6 8.2
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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 2001 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 or jurisdictions 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 ("PT UOBKH"), 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 UOB Kay Hian (M) Sdn. Bhd. ("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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom 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 This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States  of | laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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