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YTL Cenent wants to go gl obal, says chi ef

Davi d Ong- Yeoh

THE openi ng of YTL Cement Bhd's RMFO0 million Pahang Cenent plant in Bukit
Sagu near Kuantan today is just the start of the conpany's expansion plan,
whi ch includes taking on the world.

"I't only makes sense that YTL Cenment should want to go gl obal, or at
| east regional first,"” said Datuk M chael Yeoh, its executive director, in
an interview w th Busi ness Tines.

Yeoh said there are vast opportunities for YTL Cenent in the region
al one, especially in China, India and | ndonesi a.

"YTL Cenent's viewis that we want to take the conpany global and it's
an industry that we are very interested in. W know how to finance it,
cross-border it, we know the industry, the energy requirenments and how to
supply the energy.

"This is the tine for Mal aysi an cenent operators to expand beyond our
shores," he said, adding that a consolidation anong thensel ves woul d
stabilise the industry.

An advantage for Malaysia is its conpetitively |l ow power tariffs which
make it relatively |l ower to produce cenent here

"What YTL |ikes about the cenent industry is that we believe it's a
sunshine industry and there is no regional player yet," he said.

Wth the current economic situation, YTL's strategy will not be to build
pl ants but to take over themwhere there are opportunities to expand and
Yeoh said the next five years will be "a very interesting period".

Meanwhi |l e, YTL Cenent's | atest venture - Pahang Cenent Sdn Bhd - is
expected to beconme a major contributor to its revenue.

The Pahang Cenent plant is the only one serving the east coast region,
which till now has been sourcing its cenent fromthe west coast. That
results in a 15 per cent increase in cost because of transportation.

To be opened by Prinme Mnister Datuk Seri Dr Mahathir Mhanmad, the plant
is located 40kmto the north-west of Kuantan, and is the tallest structure
in the state.

The plant is a 50:50 joint venture between YTL Cenent and the Pahang
State Governnent's Pasdec Corp Sdn Bhd (33.3 per cent) and Perbadanan
Seti usaha Keraj aan Pahang (16.7 per cent).

Producing one mllion tonnes of cenent a year, the plant is expected to
generate an annual turnover of RM200 million for Pahang Cenent and
contribute some RMRO million in profit a year to YTL Cenent.

For the financial year ended June 30 1997, its turnover was RM312.8
mllion.

Havi ng decided to have its own cenent plant in the early 1990s, YTL
Cenent scouted around for the ideal |ocation and finding the west coast
too crowded, in 1995 it found the ideal |ocation near Kuantan which is
close to a linestone hill.

Part of YTL Cenent's decision to invest in Pahang Cenent, said Yeoh, was
the anticipation of the cement narket opening up in 2003 under Association
of Sout h- East Asian Nations Free Trade Area.

The fully-integrated cement plant was built with Gernan technol ogy and
requires only 100 people to operate, which translates into | ower
producti on costs.

Yeoh said the cost of the plant has been unaffected by the financial and
econom ¢ crises because YTL Cenent | ocked in the cost with fixed exchange
and interest rates when it signed the contract for it.



"YTL's style is we don't take risks. The project nust sustain itself and
every risk is hedged."

The Pahang Cenent plant is the first in Malaysia to obtain financing for
a 15-year tenure on a strictly project finance basis.

The credit facilities are made up of a floating rate facility of RM260
mllion and a bank guarantee facility of RVMBOO mlli on.

A fixed rate loan facility of RM300 mllion at 9 per cent per year
supported by the bank guarantee facility was sinultaneously raised.

Wth a capacity of one mllion tonnes a year, nost of the cement will be
used to neet the demand in the east coast while about 20 per cent wll be
used by YTL's own consunption on the west coast.

The plant is buffered agai nst the west coast's cenent demands, said
Yeoh, because a study by the project financiers has shown that even in the
worst of tines, demand for cenent in the east coast has consistently
hovered around 700, 000 to 800, 000 tonnes a year.

I ndustry figures al so show that total cenent demand for the first
quarter of 1998 has dropped 25 per cent, but not in the east coast.

YTL Cenent al one, which contributes some 30 per cent to the YTL group's
revenue, consuned some 700, 000 tonnes of concrete | ast year.

Al t hough the construction industry is facing a downturn, Yeoh said, YTL
Cenent is unconcerned about the inpact on the cenment industry as there
will always be a base denand.

A drop in demand i s expected as buil ding of shopping conpl exes and | arge
projects sl ows down or stops, but there will still be industrial demand,
sai d Yeoh.

Cement consunption in Ml aysia | ast year was about 17 million tonnes,
importing about 3 nmillion tonnes, and this year it is projected to be 12.5
mllion tonnes. The total manufacturers capacity in Malaysia is 15 mllion
t onnes.

"Even if a plant runs at about 85 per cent capacity that's all right,"
he sai d.
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