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AFFIN HWANG REVISED FORECAST

Illicit cigarettes, vapes
hamper BAT’s earnings outlook
KUALA LUMPUR: The unresolved
illicit cigarette and vaping situ-
ation in Malaysia is expected to
hamper British American Tobac-
co (Malaysia) Bhd’s (BAT) earn-
ings per share forecasts for 2019
to 2021 by between 10 and 18 per
cent.
Affin Hwang Capital, in revis-
ing forecast on BAT, said it is less
optimistic on the group’s volume
sales recovery in view of the on-
going illicit cigarette and hotly-
debated vape issues.
“Post-revision, we downgrade
BAT to a ‘hold’ froma ‘buy’ with a
lower dividend discount model
and a derived target price of
RM19.20 fromRM27.80 due to the
elevated earnings uncertainty,”
said the research firm in a note.
BAT’s net profit in the third
quarter ended Sept 30 shrank
42.02 per cent to RM84.80 mil-

lion fromRM146.27million in the
same period a year ago.
Third-quarter revenue lost
20.55 per cent to RM584.34 mil-
lion from RM735.53 million, at-
tributed to high levels of illegal
cigarette trade and impact from

Sales and Services Tax-led pric-
ing aswell as compounded by the
rapid vaping growth.
In the first nine months of this
year, BAT’s net profit dropped
30.60 per cent to RM246.95 mil-
lion fromRM355.87million in the
same period last year, while rev-
enue fell 9.76 per cent to RM1.85
billion from RM2.05 billion pre-
viously.
“The resultswasdisappointing,
accounting for 66 and 68 per cent
of full-year estimates, respective-
ly, due to the worse-than-expect-
ed volume decline.
“Despite the introduction of its
heat-not-burn product line — Glo
— which offers higher margins
due to much lower excise duty
charges, we do not expect profits
to be enough to make up for de-
clining sales of its traditional
cigarettes in the near term.”
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SUMMARIES
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KUALA LUMPUR: The unresolved illicit cigarette and vaping situation in Malaysia is expected to hamper British American
Tobacco (Malaysia) Bhd’s (BAT) earnings per share forecasts for 2019 to 2021 by between 10 and 18 per cent. Affin Hwang
Capital, in revising forecast on BAT, said it is less optimistic on the group’s volume sales recovery in view of the ongoing illicit
cigarette and hotlydebated vape issues.
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