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COMPANY UPDATE  HOLD 

(Downgraded) 
Share Price S$3.58
Target Price S$3.80
Upside +6.1%
(Previous TP S$4.30)

COMPANY DESCRIPTION 
Wilmar's business encompassing the entire 
value chain of the agricultural commodity 
business, from origination, processing, 
merchandising to manufacturing of a wide 
range of branded consumer products.

STOCK DATA 
GICS sector Consumer Staples
Bloomberg ticker: WIL SP
Shares issued (m): 6,242.7
Market cap (S$m): 22,349.0
Market cap (US$m): 16,317.9
3-mth avg daily t'over (US$m): 14.0
Price Performance (%) 
52-week high/low S$4.27/S$3.48

1mth 3mth 6mth 1yr YTD
(5.0) (6.5) (12.7) 1.7 (14.1)

Major Shareholders %
Archer Daniels Midland 22.3
Kuok Brothers 18.8
Kuok Khoon Hong 12.8
FY23 NAV/Share (US$) 3.24
FY23 Net Debt/Share (US$) 3.98
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Wilmar International (WIL SP) 
 

3Q23 Results Preview: Pressure On Palm Refining Margins Intensifies 
We are revising down our earnings estimates again and this is after taking into 
consideration tough palm refining operations and China’s slower-than-expected 
recovery.  In the upcoming 3Q23 results, we are only expecting Wilmar to report a core 
net profit of US$300m-320m (vs 3Q22’s US$796.7m and 2Q23’s US$195.1m). Note that 
the record-high profit in 3Q23 was due to palm refining margins at the higher-ever level 
caused by market distortions. Downgrade to HOLD. Target price: S$3.80. 
WHAT’S NEW 
• Recovery expected to be weaker and slower. The worst could be over for Wilmar 

International (Wilmar) as we had highlighted in our note in Aug 23. However, the recovery 
pace is at an unexpectedly slower pace, and pressure on palm downstream margins is not 
easing given the intensified competition from competing vegoil in 3Q23.  

• 3Q23 earnings likely to be weaker than our initial expectation. Wilmar is scheduled to 
release its executive financial summary for 3Q23 on 26 Oct 23 after trading hours. Based on 
key market indicators and trends, we are expecting a core net profit of US$300m-US$320m 
for 3Q23, which could be its lowest 3Q profit since 2017. Note that 3Q has always been the 
best quarter for Wilmar due to the festive demand in China and India. Our US$300-320m 
expectation is a significant drop from 3Q22’s US$796.7m. However, this sharp drop should 
not come as a surprise as back in 3Q22, all palm downstream processors reported their 
best-ever margins in history due to the market being distorted by the various policies 
changes in Indonesia. We estimate that palm refining margins in 3Q22 ranged between 
US$100-120/tonne vs 3Q23’s US$5-15/tonne. Palm refining margins normally range 
between US$10-20/tonne. 

• Downgrading earnings again. We adjust down our earnings estimates for 2023/24/25 by 
18%, 9% and 8% respectively. This comes after our downward revisions in Aug 23 after its 
1H23 briefing. This revision mainly takes into consideration weaker-than-expected PBT 
margin from Feed & Industrial Products segment.  Key contributors to this segment would be 
palm downstream processing and soybean crushing. Both sub-segments are facing intense 
pressure on PBT margins. Palm processing margins are under tremendous pressure as the 
competitive pricing offered by sunflower and soybean oil from Black Sea is eating into palm 
market’s share. Meanwhile, the fertiliser division is likely to post losses as prices continue 
trending down, which will partially offset the better contribution from sugar milling (higher 
sugar prices). 

 

KEY FINANCIALS 
Year to 31 Dec (US$m) 2021 2022 2023F 2024F 2025F
Net turnover  65,794 73,399 73,996 80,411 87,992
EBITDA  3,943 4,442 3,155 3,929 4,374
Operating profit  2,800 3,291 1,971 2,721 3,148
Net profit (rep./act.)  1,890 2,402 1,118 1,599 1,952
Net profit (adj.)  1,842 2,244 1,118 1,599 1,952
EPS (US$ cent) 28.8 35.0 17.5 25.0 30.5
PE (x) 9.1 7.5 15.0 10.5 8.6
P/B (x) 0.8 0.8 0.8 0.8 0.7
EV/EBITDA (x) 11.2 9.9 14.0 11.2 10.1
Dividend yield (%) 4.1 4.5 2.7 3.4 4.1
Net margin (%) 2.9 3.3 1.5 2.0 2.2
Net debt/(cash) to equity (%) 114.3 123.6 122.9 124.1 123.4
Interest cover (x) 15.6 9.9 4.1 4.8 5.6
ROE (%) 9.7 12.0 5.5 7.7 9.0
Consensus net profit  - - 1,388 1,820 2,002
UOBKH/Consensus (x)  - - 0.81 0.88 0.98
Source: Wilmar International, Bloomberg, UOB Kay Hian 
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STOCK IMPACT 
• YKA’s performance should be better yoy and qoq, due to: a) a lower base, and b) the 

high-cost raw materials should have been used up by early-3Q23. 3Q23 was also supported 
by better sales volume of its kitchen food products with the recovery of the HoReCa sector in 
3Q23. Recalled YKA’s 3Q22 performance was disappointing due to businesses being 
affected by the lockdown of key cities in China back then. In addition, overall margins were 
affected by the high prices of raw materials. Those negative factors back in 3Q22 may have 
improvement in 3Q23 with: a) costs of raw materials declining, leading to an improvement in 
margins, and b) the increase in dining out is expected to boost sales volume. 

EARNINGS REVISION/RISK 
• Earnings revised down by 18%, 9% and 8% for 2023/24/25. As mentioned earlier, we 

adjust earnings downwards after we reduced our estimates for tropical processing margins 
and margins for plantations. We are now expecting a core net profit of US$1.12b (from 
US$1.37m), US$1.56b (from US$1.77m) and US$1.95b (from US$2.12m) for 2023, 2024 
and 2025 respectively. 

VALUATION/RECOMMENDATION 
• Downgrade to HOLD from BUY with lower target price to S$3.80 (previous: S$4.30) 

after factoring in lower earnings. Our valuation is based on 2024F EPS and uses the SOTP 
valuation by pegging PE of 25x, 10x and 11x for Food Products, Feeds & Industrial Products 
and Plantations & Sugar Mills respectively. The fair value of S$3.80 translates to a blended 
2024F PE of 11.0x. Share price could see some pressure from the upcoming weaker 3Q23 
results. We will deem this an opportunity to accumulate.  

SHARE PRICE CATALYST 
• Stronger recovery in China. As YKA is still the largest profit contributor to Wilmar, a 

surprise recovery would be positive to earnings and market sentiment towards Wilmar’s 
performance 

• Global restocking after subdued purchases in 2023. After the subdued demand for some 
of the palm by-products such as oleochemical and glycerin due to overstocking in 2022, we 
may see a restocking cycle in 2024. This could benefit Wilmar, seeing as it is the largest 
palm base ingredient producer in terms of better sales volume and margins as the prices of 
by-products recover. 

 CPO VS RBD PALM OIL PRICES
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CHINA SOYBEAN CRUSHING MARGINS 

 
Source: Department of Statistics, China 

CHINA HORECA REVENUE IMPROVED YOY 
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SOTP VALUATION 
 PE(X) S$/Share 
Food Ingredient 25 1.70 
Feed & Oils & Ftas 10 1.49 
Plantations & Sugar Milling 11 0.44 
Associates & JV 8 0.17 
Total  3.80 

Source: UOB Kay Hian 
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PROFIT & LOSS     
Year to 31 Dec (US$m) 2022 2023F 2024F 2025F

Net turnover 73,399 73,996 80,411 87,992

EBITDA 4,442 3,155 3,929 4,374

Deprec. & amort. 1,151 1,184 1,208 1,226

EBIT 3,291 1,971 2,721 3,148

Total other non-operating income 0 0 0 1

Associate contributions 274 307 301 325

Net interest income/(expense) (448) (776) (818) (783)

Pre-tax profit 3,117 1,502 2,204 2,690

Tax (547) (300) (441) (538)

Minorities (167) (84) (164) (200)

Net profit 2,402 1,118 1,599 1,952

Net profit (adj.) 2,244 1,118 1,599 1,952
 

 BALANCE SHEET     
Year to 31 Dec (US$m) 2022 2023F 2024F 2025F

Fixed assets 14,814 15,163 15,479 15,571

Other LT assets 12,955 12,813 12,577 12,328

Cash/ST investment 5,722 5,904 5,288 5,279

Other current assets 26,911 28,037 30,381 32,974

Total assets 60,402 61,918 63,724 66,151

ST debt 23,435 23,435 23,435 23,435

Other current liabilities 6,508 6,948 7,280 7,523

LT debt 6,994 7,594 8,194 9,194

Other LT liabilities 865 796 729 765

Shareholders' equity 19,986 20,446 21,223 22,170

Minority interest 2,615 2,699 2,863 3,063

Total liabilities & equity 60,402 61,918 63,724 66,151

     
CASH FLOW     
Year to 31 Dec (US$m) 2022 2023F 2024F 2025F

Operating 2,746 752 657 750

Pre-tax profit 3,117 1,502 2,204 2,689

Tax (685) (300) (441) (538)

Deprec. & amort. 1,093 1,184 1,208 1,226

Working capital changes (778) (903) (1,589) (1,878)

Other operating cashflows 0 (731) (725) (749)

Investing (2,542) (1,601) (1,601) (1,401)

Capex (maintenance) (2,483) (1,541) (1,541) (1,341)

Investments 24 24 24 24

Proceeds from sale of assets 86 86 86 86

Others (83) (83) (83) (83)

Financing 1,789 2,405 667 320

Dividend payments (699) (1,050) (803) (313)

Issue of shares 23 41 33 33

Proceeds from borrowings 685 6,339 621 600

Others/interest paid 1,780 (2,925) 817 0

Net cash inflow (outflow) 1,992 1,556 (276) (331)

Beginning cash & cash equivalent 2,588 2,847 2,404 1,789

Changes due to forex impact 0 0 0 0

Ending cash & cash equivalent 4,580 4,403 2,127 1,458
 

      
KEY METRICS     
Year to 31 Dec (%) 2022 2023F 2024F 2025F

Growth     
Turnover 11.6 0.8 8.7 9.4

EBITDA 12.7 (29.0) 24.5 11.3

Pre-tax profit 12.7 (51.8) 46.7 22.1

Net profit 27.1 (53.5) 43.1 22.1

Net profit (adj.) 21.8 (50.2) 43.1 22.1

EPS 21.8 (50.2) 43.1 22.1

   
Profitability     
EBITDA margin 6.1 4.3 4.9 5.0

Pre-tax margin 4.2 2.0 2.7 3.1

Net margin 3.3 1.5 2.0 2.2

ROA 4.0 1.8 2.5 3.0

ROE 12.0 5.5 7.7 9.0

     
Leverage     
Debt to total capital 57.4 57.3 56.8 56.4

Debt to equity 152.3 151.8 149.0 147.2

Net debt/(cash) to equity 123.6 122.9 124.1 123.4

Interest cover (x) 9.9 4.1 4.8 5.6
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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 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, 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. 
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