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5 June 2026 
 
 
Encik Muazzam Mohamad 
Head, Corporate Sustainability & Stewardship 
Permodalan Nasional Berhad 
Menara Merdeka 118, 
Presint Merdeka 118, 
50118 Kuala Lumpur, 
Malaysia 
 
 
Dear Encik Muazzam, 
 
 
Shareholder Enquiry at SD Guthrie Berhad’s 23rd Annual General Meeting (AGM) 

 
Thank you for your letter dated 15 May 2026 addressed to Tan Sri Dr Nik Norzrul Thani Nik Hassan 
Thani, Chairman of SD Guthrie Berhad (“SD Guthrie” or the “Company”), informing the Company of the 
questions that Permodalan Nasional Berhad (“PNB”) intends to raise at the 23rd Annual General 
Meeting of the Company to be held on Thursday, 11 June 2026 at 10.00 a.m. 
 
The Company acknowledges PNB’s continued engagement and appreciates the matters raised, 
including those relating to the Company’s Total Shareholders’ Return (“TSR”) performance, its key 
drivers, and the strategic initiatives to strengthen shareholder value creation. 
 
As requested, please find enclosed as Appendix, SD Guthrie’s response to the matters raised by PNB 
in the letter. 
 

 
 
Yours sincerely, 
SD GUTHRIE BERHAD 
 
 
 
 
 
MOHD HARIS MOHD ARSHAD 
PRESIDENT AND GROUP CHIEF EXECUTIVE OFFICER  
 
 
 
 
 
 
 
 
 
cc. Tan Sri Dr Nik Norzrul Thani Nik Hassan Thani, Chairman, SD Guthrie Berhad 

http://www.simedarbyplantation.com/
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THE APPENDIX 

STRATEGIC QUESTIONS 

1. To disclose the Total Shareholders’ Returns (TSR) of SDG for the past 1, 3, and 5 
years up to the end of the financial year ended 2025, together with a brief 
explanation of the differences in returns across these timeframes. 

Table 1: SDG’s Historical TSR on an annualised basis 

 5-year 3-year 1-year 

Holding Period (year) 2021 2023 2025 

SDG's Total Shareholders Return 6.57% 10.76% 20.48% 

Source: Bloomberg 

• 5-year: SDG’s TSR moderated from a relatively higher base in early 2021 supported 
by stronger CPO prices at the time, before entering the period where the temporary 
U.S. Withold Release Order (WRO) setback weighed on investor sentiment. Despite 
this, SDG outperformed the broader market over the period (FTSE Bursa Malaysia 
KLCI Index, 4.84%), demonstrating the Group’s resilience through the challenging 

downcycle while sustaining shareholder returns. 

• 3-year: Commendable TSR that captured post-COVID recovery, as operations 
normalised and financial performance improved, supporting improved sentiment and 
performance versus the earlier period. 

• 1-year: Strong TSR driven by strong execution and improving core business 
performance. This is complemented by a robust pipeline in new growth pillars, namely 
industrial development, that is now delivering tangible financial contribution. The 
Group’s One Stream business model (integrated and diversified across the value 
chain) underpins operational resilience, strengthening investor confidence and 
reinforcing a compelling valuation narrative. This resulted in a significant 
outperformance against FTSE Bursa Malaysia KLCI Index’s TSR of 13.12% over the 

same period. 

 

2. At the previous AGM, the Board highlighted operational and financial resilience as 
key drivers of the Company’s TSR. 

i. How has the improvement in profitability over the past financial year been 
translated into TSR, particularly in terms of share price performance and 
dividends? 

• Strong share price momentum & investor confidence: Record profitability (PATAMI 
of RM2.5 billion), supported by meaningful contributions from new growth pillars, 
drove a 16% share price increase and lifted foreign shareholding to a seven-year 
high of 12.58% during FY2025, reinforcing investor confidence in SDG’s ability to 
deliver sustainable shareholder value.  

• Disciplined capital returns: Consistent dividend distribution of not less than 50% of 
consolidated recurring PATAMI. Stronger earnings supported a higher total 
dividend of 18.10 sen per share for FY2025 (vs 16.36 sen in FY2024), reflecting 
the Group’s commitment to consistent shareholder returns across cycles. 
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ii. What were the key factors underpinning profit growth, and to what extent does 
the Board consider these earnings to be structural and sustainable? 

• One Stream provides operational resilience: The Group’s integrated value chain 
enables dynamic optimisation between price, volume and product mix across 
markets, mitigating volatility across cycles and capturing margins across the value 
chain. Its scale and global reach drives structural cost advantage and operational 
resilience. 

• Strengthened core operations: FY2025 performance was supported by improved 
upstream operational drivers, with improving FFB production and OER and 
increased production of Certified Sustainable Palm Oil (CSPO), helping cushion 
volatility and supporting earnings resilience. 

• Supportive, market-driven CPO price environment: FY2025 benefitted from a 
relatively firm CPO price environment, which is inherently cyclical and market-
driven. This provided an earnings tailwind, complementing the Group’s underlying 

operational and strategic execution. 

• Contribution from new growth pillars: FY2025 benefitted from the maiden 
contribution from Industrial Development, led by the RM430 million gain in land 
sale to Eco Business Park 7 (EBP7). Moving forward, the baseline contribution 
from this segment is expected to be in the region of RM 500 – 700 million per year, 
supported by a combination of land disposal and industrial development.  

 

3. The Board previously outlined three strategic initiatives to enhance TSR drivers: 
strengthening core operational performance, driving growth and enhancing market 
perception. 

i. Could the Company provide an overview of the key priorities and progress under 
each of these initiatives over the past year? 

• Strengthening core operational performance: Continuous improvement in 
Upstream through operational discipline and productivity uplift, while raising 
Certified Sustainable Palm Oil (CSPO) quality. In FY2025, the Group’s Peninsular 
Malaysia Operations delivered almost 95,000 MT of Kalis™ 3Max-quality CSPO 
(from ~29,000 MT in 2024), reflecting progress in raising product quality 
consistency. 

• Driving growth: Two-pronged growth coming from Downstream and new verticals. 
Targeted Downstream expansion includes the acquisition of a 48% stake in 
Marvesa Supply Chain B.V. (Marvesa) to strengthen the Group’s European 
footprint and deepen exposure to the non-food segment (animal feed). On the new 
verticals front, SDG completed the Eco Business Park 7 (EBP7) land sale and 
commissioned first 15MW solar plant in Kedah, marking a milestone in building 

recurring income streams and supporting earnings diversification. 

• Enhancing market perception and valuation: Strengthened equity narrative through 
proactive, targeted engagements with key stakeholders, including the inaugural 
Investor Day 2026, as well as speaking engagements across major industry 
platforms such as the World Climate Summit and leading palm oil conferences, 
namely the International Palm Oil Congress and Exhibition (PIPOC) and 
Roundtable on Sustainable Palm Oil Conference (RSPO RT). This was 
complemented by continued analyst and media briefings, media engagements, 
strategic partnerships and targeted publications, providing greater transparency on 
strategy, execution and capital discipline. These efforts supported improved market 
sentiment, as reflected in strong share price and foreign shareholding in December 
2025. 
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ii. Subsequently, could the Company outline the forward plans and implementation 
priorities under each strategic initiative? 

• Strengthening core operational performance: Continue to invest in mechanisation 
and digitalisation to improve productivity and labour efficiency alongside sustained 
agronomic innovation, particularly scaling GenomeSelect® planting materials to 
deliver higher and more consistent yields. At the same time, the Group is advancing 
regenerative agriculture practices to improve soil health, sustain long-term 
productivity while improving efficiency of key inputs such as fertilisers. In parallel, 
downstream performance is strengthened through integration under the One 
Stream approach to ensure a consistent supply of high-quality CPO, supported by 
a continued focus on manufacturing excellence and improved asset reliability 
through the standardisation of best practices. 

• Driving growth: Renewed emphasis on midstream initiatives including expanding 
outside crop purchase (OCP) to increase CPO production and improve combined 
oil yield. This is complemented by earnings diversification through disciplined 
execution of new verticals pipeline, while maintaining a returns-focused approach 
as we scale across both core business and new growth engines. 

• Enhancing market perception and valuation: Maintain effective stakeholder 
engagement by delivering consistent messaging around value creation through 
recurring, resilient earnings and value unlocking. This ensures alignment in market 
expectations and reinforces the Group’s equity story. 

 

OTHER QUESTIONS 

4. Upstream 

a) Could the Company provide updates on upstream productivity initiatives, 
including trends in FFB yield and OER? What key levers are being deployed to 
sustain and improve performance? 

Table 2: SDG’s Historical FFB Yield and OER performance  

 

Overall, the Group has delivered a steady improvement in Upstream productivity, 
supported by disciplined execution and the benefits of continuous replanting efforts. 
Over the last three financial years, Group FFB yield improved from 17.92MT/Ha in 

FY2023 to 18.95MT/Ha in FY2025, while OER remained resilient at 21.18%.  

This trajectory supports a continued uplift in Combined Oil Yield (COY), a holistic 
measure of oil extracted per hectare that captures both crude palm oil (CPO) and crude 
palm kernel oil (CPKO) output and reinforces our focus on raising yield and extraction 

efficiency, not just volumes. 

Key levers to sustain and improve performance 

Operational excellence and efficiency 

• “Back to Basics” operational initiative: Intensify agronomic execution and targeted 
recovery interventions to improve yield and oil extraction, including addressing key 
field issues across crop recovery and harvesting and strengthening nutrient and 
water management. Additionally, rehabilitation initiatives were undertaken in 

 FY 2023 FY 2024 FY 2025 

Fresh Fruit Bunch, FFB Yield (MT/Ha) 17.92 18.41 18.95 

Oil Extraction Rate, OER (%) 21.18 20.97 21.18 
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Malaysia to address legacy field conditions linked to past labour constraints 
contributed to improved production. 

• Data-enabled agility and prompt action: Strengthening data-driven performance 
management via unified dashboard and analytics, including visibility tracking 
system and data monitoring tools to enable faster issue identification and corrective 
actions.  

• Project OMEGA: A pioneering initiative focused on uplifting palm oil mills standards 
through three pillars - Health, Safety, and Environment (HSE), Food Safety (FS), 
and Operational Equipment Effectiveness (OEE). At the end of FY2025, 55 out of 

63 mills have achieved the required readiness based on the three pillars. 

• Enhance climate resilience: Efforts include field-level moisture retention and water 
management interventions, namely drainage and road upkeep and gradual 
deployment of an Automated Weather Station for real-time weather monitoring. In 
Indonesia, this includes conservation trenches for water capture and planting of 
ground cover crops for moisture retention to strengthen resilience to weather 
variability. 

 

Innovation and Research & Development (R&D) 

• Structural yield uplift via GenomeSelect®: In FY2025, palm oil fields planted with 
GenomeSelect® seeds achieved 15 – 21% higher yield than the older calix600®. 
24,317 Ha has been planted with this high-yielding seeds in Malaysia since 2016. 
On track to scale up new replanting towards 100% adoption of GenomeSelect® 
seeds across the Malaysian oil palm areas by 2027.  

• Biotechnology and breeding: Expanding the deployment of genetic marker 
technologies to support next generation traits including improving yield stability and 
climate resilience (e.g., drought tolerance), alongside other agronomic traits such 
as disease tolerance and shorter palm height. 

• Mechanisation and Digitalisation: Optimal deployment of machines and 
accelerating the adoption of digitalisation to increase estate productivity and 
enhance mill efficiency. This includes mechanisation of non-harvesting activities, 
deployment of precision agriculture tools such as drones, satellite imaging and 
Geospatial Artificial Intelligence (GeoAI) to monitor plantations and installation of 
Programmable Logic Controllers for efficient automation and monitoring of different 
mill processes. 

 

b) Given that the Company’s performance is highly sensitive to CPO price volatility, 
and that recent performance was supported by elevated CPO prices, what 
structural measures have been put in place to ensure upstream performance 

resilience under normalised CPO price conditions? 

Strengthen commercial optionality through data analytics & effective coordination 

• Enable visibility on internal CPO supply to anticipate supply/ demand shifts, 
supporting informed volume planning and better market positioning across cycles 

• Improve foresight for sales & trading (contracts, timing, customer mix) and sharpen 
price/ risk decisions 

• Effective coordination across value chain to enhance speed of response to price 
volatility and demand shifts 
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• Scaling up OCP to enhance supply visibility and coordination, supporting stronger 
sourcing and aggregation capabilities, consistent mill throughput and higher 
combined oil yield 

Premiumisation through quality differentiations (Kalis™/ premium CPO) 

• Build capability to supply premium, food-safety aligned CPO (e.g., low free fatty 
acids, FFA/ tighter specifications) to protect margins when prices normalise 

• Scale premium oil production to meet customer demand and reduce reliance on 
commodity price uplift 

Operational efficiency to protect unit economics 

• Maintain cost discipline and reliability through stronger operating controls and 
performance monitoring to sustain margins under softer price 

Structural yield improvement through GenomeSelect® 

• Scale adoption of GenomeSelect® seeds for new replanting to improve long-term 
yield potential and oil extraction rates 

• Supports higher combined oil yield, increasing output per hectare and 
strengthening structural cost competitiveness 

 

c) The company has set a land-to-man ratio target of 15:1 by 2028, supported by 

mechanisation, automation and digitalisation initiatives.  

Beyond improvements in the land-to-man ratio, what has been the measurable 
impact of mechanisation on operating cost reduction, and how does current 
progress track against the targets set? 

• Lower labour requirement for non-harvesting activities: Since 2021, SDG has 
deployed 950 machines, enhancing operational efficiency and reducing reliance on 
manual labour for non-harvesting activities, thereby supporting a structurally leaner 
operating cost base.  

• Unlocking cost savings through higher machine utilisation and better oversight: 
Developing a GPS-based tracking system for productivity and machine utilisation 
monitoring via Palm Digital Drive (PDD).  

• Leveraging digital technologies and Generative Artificial Intelligence (GenAI): 
Digital technologies and GenAI are actively deployed across the Group to extract 
deeper insights from operational and supply-chain data, supporting better decision-
making, faster reporting, and stronger oversight. As of December 2025, these 
transformation-driven improvements translated into measurable outcomes, with 
Upstream Malaysia recording a 3-year high in Kalis™ 3Max-quality oil production, 
FFB yield rebounding to a 3-year high and OER improving to a 5-year high. 

 

d) Given the recent increase in fuel costs, how does the Company assess long-

term cost competitiveness and the overall viability of mechanisation? 

• Long-term competitiveness lever: The palm oil sector faces structural constraints 
e.g., limited room for land expansion, ageing trees and persistent labour tightness. 
As a result, long-term productivity and cost competitiveness must increasingly be 
driven from technology and mechanisation, reducing labour intensity. 

• Mechanisation remains viable: Mechanisation supports structural cost resilience 
by reducing labour dependency and improves productivity. While upfront capex 
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may be higher, the focus is on life‑cycle value and payback through sustained 
efficiency gains. 

• Rising labour costs and policy pressures reinforce the shift: Upward pressure from 
wages and labour‑related reforms strengthens the case to shift away from 
labour‑heavy operating models to progressively increase mechanisation over time. 

• Structural response to labour reliance and crop execution risk: As the industry 
remains heavily reliant on foreign workers, any labour gaps can translate into 
delayed harvesting, unharvested crop and efficiency losses. Mechanisation 
mitigates this by shifting key tasks from manual to machine-enabled execution, 
improving timeliness and consistency while enabling estates to run with a leaner, 

more productive workforce. 

• Practical approach: The sector’s technology pathway increasingly incorporates 
data, automation and Artificial Intelligence (AI) to improve precision and reduce 
waste (e.g., more targeted fertiliser application and better task planning), which 
helps protect unit costs when energy prices fluctuate. 

 

5. Downstream 

Relative to the Upstream segment, the downstream segment has underperformed 
in recent years. 

a) What does the Company identify as the root cause of this continued weakness? 

The underperformance of the downstream industry in recent years has been largely 
structural and cyclical, driven by a combination of the following factors: 

• Structural overcapacity and heightened competition: In parts of the market, most 
notably Europe, excess effective refining capacity versus tropical oil import flows 
has intensified competition and kept bulk refining margins structurally tight. This 
dynamic is reinforced by new capacity additions and competitive reconfigurations, 
which increase price undercutting in an already commoditised segment. 

• Higher feedstock cost compressing margins: Across recent years, palm prices 
were supported by policy and supply dynamics that tighten effective supply and/ 
or raise export frictions (e.g., higher export levies to support Indonesia’s biodiesel 
mandate funding), lifting Upstream realisations, but raising input costs for 
downstream operations. 

o Differentiated: Cost pass through is constrained by customer price 
resistance amid intense competition. 

o Bulk: Margins are structurally thinner and more exposed to industry-wide 
price cycles, distortions and policy-driven trade shifts. 

• Demand substitution due to palm losing its price competitiveness: When palm 
becomes less price-competitive, demand tends to shift towards substitute soft oils 
e.g., soybean oil, especially in price-sensitive markets. Policy changes such as 
import duty adjustments and biodiesel mandate increases further narrowed palm 
oil’s relative price advantage, making demand more cost-sensitive and less 
predictable. This demand substitution dynamic matters for Downstream as it 
affects refinery offtake, inventory levels, utilisation and pricing power. 
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b) Could the Company outline a clear roadmap of key initiatives and strategic 
actions planned over the next one to three years to meaningfully strengthen and 
reposition the downstream segment? 

In the near-medium term, the Group’s downstream roadmap focuses on five strategic 
levers: 

• Sharpening cost focus: Tightening cost governance and executing targeted cost 
optimisation initiatives through improvements in procurement, logistics and 
internal processes, while leveraging scale to strengthen our cost position. 

• Prioritise quality of customers: Shifting from volume-led growth to value-led growth 
by focusing on high-value, strategic customers, with tighter risk controls and 
stronger payment discipline to improve earnings quality and reduce volatility. 

• Diversify customer base: Reduce concentration risk by broadening geographic 
and segment exposure, while strengthening the pipeline of new customer wins 
and deepening growth with existing accounts.  

• Accelerate key action plans: Fast-track key capability builds to capture margins 
more effectively and respond faster to market dislocations, including sharper 

trading agility and stronger operational execution. 

• Transforming the portfolio: Reevaluate the downstream business portfolio and 
prioritise initiatives that lift structural returns, including operational efficiency 
improvements and portfolio choices aligned with changing market economics. 

 

6. New Vertical 

a) In terms of profitability, how should shareholders view the long-term potential of 
the segment, and what is its expected long-term contribution to the Group 
earnings over time? 

The Industrial Development & Renewable Energy segment is expected to remain a 
recurring earnings contributor, supported by a pipeline of industrial park developments 
across Peninsular Malaysia, particularly in areas within government 
development plans and strong industrial demand. 

The baseline contribution from this segment is expected to be in the region of RM 500 
– 700 million per year, supported by a combination of land disposal and industrial 
development. 

This is in line with the Group’s strategy to unlock the best use of its strategic landbank 
in Malaysia while progressively diversifying earnings profile beyond core palm oil 
business. 

 

b) Operationally, what key considerations should plantation companies evaluate 
before venturing into renewable energy projects, and does the Company view 
solar as the most commercially viable and attractive option? 

• Site and asset suitability: Suitable land and locations that can support renewable 
energy (RE) assets without disrupting core operations. SDG’s RE strategy is built 
on unlocking value from underutilised land through solar farms and integrating RE 

and solar developments into industrial parks where possible. 

• Execution capability and partner strategy: Execution capability to develop, 
construct and operate assets. The Group is adopting a co-development approach 
to scale RE portfolio efficiently by leveraging the technical expertise and capital 
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strength of the experienced partners, while managing overall execution and risk 
exposure. 

• Capital discipline and returns: Returns attractiveness after accounting for capex 
intensity, execution risk and the project’s cashflow profile. Solar provides steady 
long-term steady income via land leases and electricity sales while offering 
diversification benefits at Group level. 

Solar business leverages the Group’s landbank to participate in the market-entry 
programmes available in the market, which supports National Energy Transition 
Roadmap (NETR). The Group’s approach remains portfolio-based, anchoring on solar 
while selectively advancing other renewable solutions such as biogas, biomass and 
energy storage where they fit operational realities, partnership models and long-term 
value creation. 


