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Investment Highlights

Price RM1.06
Fair Value RM1.43
52-week High/Low RM1.31/RM0.84
Key Changes
Fair value =4
EPS &
YE to May FY22 FY23F FY24F  FY25F
Revenue (RM mil) 20131 21721 24295 2,607.6
Core net profit (RM mil) 54.9 78.5 89.7 118.1
FD Core EPS (sen) 6.2 8.9 10.2 13.4
FD Core EPS growth (%) 90.8 43.2 14.2 318
Consensus Net Profit (RM mil) - 747 100.7 124.3
DPS (sen) 0.0 0.0 0.0 0.0
PE (x) 17.1 11.9 104 79
EV/EBITDA (x) 8.7 6.8 5.7 41
Div yield (%) 0.0 0.0 0.0 0.0
ROE (%) 18.2 19.9 20.0 214
Net Gearing (%) 744 378 12.7 nm
Stock and Financial Data
Shares Outstanding (million) 878.7
Market Cap (RM mil) 9314
Book Value (RM/share) 0.44
P/BV (x) 24
ROE (%) 18.2
Net Gearing (%) 74.4
Major Shareholders Siew Ka Wei (15.6%)
Lee Cheun Wei (7.2%)
Siew Nim Chee & Son (4.9%)

Free Float 55%
Avg Daily Value (RM mil) 36
Price performance 3mth 6mth 12mth
Absolute (%) (2.7) 14.9 (11.5)
Relative (%) 133 (1.0)
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We maintain our BUY call on Ancom Nylex (Ancom) with an
unchanged fair value (FV) of RM1.43/share. This is pegged to
an unchanged target FY24F PE of 14x, 0.75 standard deviation
(SD) below its 5-year mean of 21x. No ESG-related FV
adjustment based on an unchanged 3-star rating.

Our earnings forecast is maintained given the negligible impact
from the acquisition of industrial chemical distributor, H.J.
Unkel Chemicals (HJU Chemicals), for a consideration of
RM9mil.

Yesterday, Ancom entered into an agreement with H.J. Unkel
(M), Chong Sau Kin and Ye Suping to acquire a 70% equity
interest in HJU Chemicals for a cash consideration of RM9mil.
The acquisition should be finalised within 3 months from the
date of agreement.

HJU Chemicals was founded in 2009 as a distributor of
industrial chemicals focusing on the Malaysian market. The
company has a diversified customer base with exposures to
agrichemicals, construction materials, cosmetic, leather &
textile, paint & coatings, plastics & masterbatch, polish,
printing ink, rubber and gloves.

The 2 most prominent customers of HJU Chemicals are CCM
Chemicals and GOVI Chemicals, highlighting the recognition
accorded to the company by industrial chemical players. In the
past 3 years, HJU Chemicals has consistently generated PAT
of RM2.3mil-2.6mil per year.

Notably, the chief executive officer (CEO) of HJU Chemicals
provided an irrevocable PAT guarantee of RM2.5mil in FY24F
and FY25F, providing visibility to earnings contribution.
However, this could only increase Ancom’s earnings slightly by
2% in FY24F and 1.5% in FY25F.

Nevertheless, we regard HJU Chemicals' acquisition PE of 4.9x
as a bargain in comparison to Ancom's FY24F PE of 10.4x.
There will be no material increase in gearing from this
acquisition in view of the relatively small size of the acquisition.

We view this acquisition in line with the group’s intention to
become one of the major integrated chemical groups in the
Southeast Asian region.

In the near term, we believe Ancom’s revenue prospects will
continue to benefit from the ban on paraquat, especially in
Thailand and Malaysia. Over the medium-to-long term, the
introduction of new active agrichemical ingredients will further
underpin the upward trajectory of the group’s FY23F-25F
earnings.

The stock currently trades at an unjustified FY24F PE of 10.4x,
half of its 5-year mean of 21x, for the largest agrichemical
manufacturer in ASEAN.
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EXHIBIT 1: PB BAND CHART EXHIBIT 2: PE BAND CHART
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EXHIBIT 3: ESG MATRIX

Overall >* * *
Zero-carbon initiaives * *

Waste management * * *
Pollution control * * *
Employ ees welfare * * *
Diversity and inclusion * *

Occupational safety and health * * *
Corruption free pledge * * *
Accessibility & fransparency * * *
Supply chain auditing * * *

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on
fundamental fair value based on the overall ESG rating as appraised
by us, from 1-star to 5-stars.

Source: Aminvestment Bank
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EXHIBIT 4: FINANCIAL DATA

Income Statement (RM mil, YE 31 May) FY21 FY22 FY23F FY24F FY25F
Revenue 1,538.5 2,013.1 2,1721 2,429.5 2,607.6
EBITDA 107.2 141.6 162.7 177.2 2143
Depreciation/Amortisation (41.7) (40.8) (43.8) (43.8) (43.8)
Operating income (EBIT) 65.5 100.8 119.0 133.5 170.5
Other income & associates (1.8) (9.0) (1.5) (1.5) (1.5)
Net interest (12.7) (13.7) (15.2) (15.2) (15.2)
Exceptional items 5.0 (13.3) - - -
Pretax profit 51.0 78.2 102.3 116.8 153.9
Taxation (18.4) (49.1) (24.6) (28.0) (36.9)
Minorities/pref dividends (8.8) 39.1 0.8 0.9 1.2
Net profit 23.8 68.2 78.5 89.7 1181
Core net profit 28.7 54.9 785 89.7 118.1
Balance Sheet (RM mil, YE 31 May) FY21 FY22 FY23F FY24F FY25F
Fixed assets 189.7 216.7 2317 246.7 261.7
Intangible assets 75.9 771 83.1 83.1 83.1
Other long-term assets 148.6 119.8 134.4 134.4 134.4
Total non-current assets 414.2 413.5 449.2 464.2 479.2
Cash & equivalent 105.8 123.2 2449 334.7 463.2
Stock 175.0 17941 216.5 2421 256.6
Trade debtors 355.2 393.3 325.7 364.3 391.0
Other current assets 18.1 14.7 16.4 16.4 16.4
Total current assets 654.1 710.3 803.4 957.5 1,1271
Trade creditors 218.0 225.6 385.1 430.6 456.4
Short-term borrowings 250.1 332.5 332.5 332.5 332.5
Other current liabilities 26.7 23.6 252 246 249
Total current liabilities 494.8 581.7 7428 787.8 813.8
Long-term borrowings 50.7 78.9 64.8 64.8 64.8
Other long-term liabilities 404 35.0 377 377 317
Total long-term liabilities 91.1 113.9 102.5 102.5 102.5
Shareholders’ funds 362.2 387.6 402.9 492.5 610.6
Minority interests 120.2 40.7 45 38.9 79.4
BV/share (RM) 0.41 0.44 0.46 0.56 0.69
Cash Flow (RM mil, YE 31 May) FY21 FY22 FY23F FY24F FY25F
Pretax profit 51.0 78.2 102.3 116.8 153.9
Depreciation/Amortisation 4.7 40.8 438 438 438
Net change in working capital (58.8) (64.9) 51.1 (22.1) (11.7)
Others (2.4) (30.3) (8.4) (11.8) (20.7)
Cash flow from operations 315 23.7 188.8 126.6 165.2
Capital expenditure 12.6 (69.4) (31.0) (31.0) (31.0)
Net investments & sale of fixed assets - - - - -
Others 0.7 1.0 - - -
Cash flow from investing 133 (68.4) (31.0) (31.0) (31.0)
Debt raised/(repaid) (37.5) (46.3) (14.1) - -
Equity raised/(repaid) - - - - -
Dividends paid (2.2) (1.1 (1.6) (1.6) (1.6)
Others 15.6 106.0 (4.1) 4.1) 4.1)
Cash flow from financing (24.1) 58.6 (19.8) (5.7) (5.7)
Net cash flow 20.7 13.9 138.0 89.8 128.4
Cash & equivalent b/f 73.2 93.0 106.9 2449 334.7
Cash & equivalent c/f 93.0 106.9 244.9 334.7 463.2
Key Ratios (YE 31 May) FY21 FY22 FY23F FY24F FY25F
Revenue growth (%) 45 30.9 79 11.9 73
EBITDA growth (%) 40.7 32.2 14.9 8.9 20.9
Pretax margin (%) 3.3 39 47 48 5.9
Net profit margin (%) 15 34 3.6 37 45
Interest cover (x) 51 74 7.8 8.8 11.3
Effective tax rate (%) 36.1 62.8 24.0 24.0 24.0
Dividend payout (%) - - - - -
Debtors turnover (days) 84 71 78 78 78
Stock turnover (days) 50 38 44 44 44
Creditors turnover (days) 62 48 55 55 55

Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by AmInvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that Aminvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, Aminvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constituteAminvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of Aminvestment’s affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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