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Rating Action: Moody's affirms Sime Darby Plantation's Baa2 ratings; outlook
remains stable
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Singapore, September 01, 2022 -- Moody's Investors Service has affirmed the Baa2 issuer rating of Sime
Darby Plantation Berhad (SDP).

Moody's has also affirmed the (P)Baa2 rating on the USD1.5 billion backed senior unsecured medium-term
note programme of its wholly owned subsidiary, Sime Darby Global Berhad, and the Baa2 backed senior
unsecured rating on the sukuk issued by Sime Darby Global Berhad.

At the same time, Moody's has maintained the stable outlook on the ratings.

"The ratings affirmation reflects our expectation that SDP will maintain solid credit metrics over the next 12-18
months despite a contraction in palm oil prices, and will adhere to conservative financial policies including
maintaining low leverage levels," says Maisam Hasnain, a Moody's Vice President and Senior Analyst.

"The outlook is stable, reflecting our expectation that SDP will maintain profitable operations, achieve its
leverage reduction target, and continue to enhance its sustainability policies and practices over the next 12-18
months," adds Hasnain, who is also Moody's lead analyst for SDP.

RATINGS RATIONALE

SDP's credit quality is supported by the company's position as the largest listed palm oil plantation company by
planted area and largest global producer of certified sustainable palm oil, with integrated operations spanning
the palm oil value chain.

Moody's expects SDP's earnings to contract over the next 12-18 months as crude palm oil (CPO) prices
moderate from record-high levels. However, while SDP's leverage — as measured by adjusted debt/EBITDA -
will increase from 1.5x as of June 2022, it will remain solid at around 2.2x — 2.4x. Such leverage levels are
supportive of its Baa2 ratings. Its leverage could be lower if the company raises funds from asset sales, which
Moody's expects will be prioritized for debt reduction.

SDP's Baa2 ratings are premised on the company maintaining a prudent approach toward investments and
shareholder distributions. The company has also made progress toward its publicly stated policy of achieving
gross debt/equity of 30% by the end of 2023. This ratio has declined to 36% as of June 2022 versus 49% in
December 2019.

At the same time, SDP's ratings incorporate its susceptibility to a fluctuation in credit metrics due to volatile
palm oil prices and increasing stakeholder scrutiny around ESG risks associated with the palm oil sector.

Moody's expects SDP will continue to strengthen its sustainability practices and engage with U.S. Customs to
resolve its forced labor findings and take corrective actions to protect and enhance workers' rights.

SDP's liquidity is inadequate because its cash sources will be insufficient to meet uses including scheduled
debt maturities, capital spending and dividends over the next 12-18 months. This is primarily due to SDP's
large outstanding short-term working capital facilities that are rolled over each year.

However, its liquidity risk is partially offset by SDP's strong access to funding from domestic and international
banks, particularly due to its government of Malaysia-linked shareholders -- Permodalan Nasional Berhad
(PNB) and Malaysia's Employees Provident Fund.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

Moody's could upgrade the ratings if SDP strengthens its business profile by reducing the earnings reliance
from its upstream operations, which are highly susceptible to changes in crude palm oil prices; improves its
capital structure by reducing its reliance on short-term funding; and continues to pursue conservative financial
policies including maintaining strong credit metrics and moderated shareholder returns.



Credit metrics supportive of an upgrade include adjusted debt/EBITDA remaining below 3.0x, and its adjusted
EBITA/interest expense remaining above 5.0x, both on a sustained basis.

Moody's could downgrade the ratings if (1) SDP is unable to roll over its short-term debt maturities or
experiences a reduction in its undrawn credit facilities; (2) it pursues aggressive financial policies, including
large debt-funded investments or shareholder returns; or (3) there is protracted weakness in SDP's credit
metrics.

Credit metrics indicative of a downgrade include adjusted debt/EBITDA remaining above 4.0x, or adjusted
EBITA/interest expense falling below 2.5x on a sustained basis.

The principal methodology used in these ratings was Protein and Agriculture published in November 2021 and
available at https://ratings.moodys.com/api/rmc-documents/356422 . Alternatively, please see the Rating
Methodologies page on https://ratings.moodys.com for a copy of this methodology.

Sime Darby Plantation Berhad is an integrated plantation company with operations spanning the entire palm oil
value chain. As of 30 June 2022, SDP was 56% owned by Permodalan Nasional Berhad, which is a Malaysian
government-linked investment company, and its subsidiary, Amanah Saham Nasional Bhd. Malaysia's
Employees Provident Fund owned another 13% of SDP as of the same date.

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found on https://ratings.moodys.com/rating-definitions.

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the issuer/deal page for the respective issuer on
https://ratings.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website https://ratings.moodys.com.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://ratings.moodys.com/documents/PBC_1288235.

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the EU and is endorsed by Moody's Deutschland GmbH, An der Welle 5, Frankfurt am Main 60322,
Germany, in accordance with Art.4 paragraph 3 of the Regulation (EC) No 1060/2009 on Credit Rating
Agencies. Further information on the EU endorsement status and on the Moody's office that issued the credit
rating is available on https://ratings.moodys.com.
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The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates
outside the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf,
London E14 5FA under the law applicable to credit rating agencies in the UK. Further information on the UK
endorsement status and on the Moody's office that issued the credit rating is available on
https://ratings.moodys.com.

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the
Moody's legal entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each
credit rating.
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PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS
AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
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RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT
INTENDED FOR USE BY ANY PERSON AS A BENCHMARK AS THAT TERM IS DEFINED FOR
REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY'’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING,
ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR
MANNER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation
(“MCQO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have,



prior to assignment of any credit rating, agreed to pay to Moody’s Investors Service, Inc. for credit ratings
opinions and services rendered by it fees ranging from $1,000 to approximately $5,000,000. MCO and Moody’s
Investors Service also maintain policies and procedures to address the independence of Moody’s Investors
Service credit ratings and credit rating processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between entities who hold credit ratings from Moody’s
Investors Service and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is
posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance —
Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian
Financial Services License of MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399
657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as
applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section
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neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an
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any form of security that is available to retail investors.
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ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
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