
 
Price  RM6.05 
Fair Value RM6.29 
52-week High/Low RM6.98/RM4.70 
 
Key Changes  
Fair value  
EPS  
 
YE to Dec FY17 FY18F FY19F FY20F 
      
Revenue (RM mil)  11,066.6  11,385.8  12,077.6  12,770.5 
Core net profit (RM mil) (79.1)  375.2  441.5  527.2 
FD Core EPS (sen) (6.8)  32.1  37.8  45.1 
FD Core EPS growth (%) (105.3) (574.3)  17.7  19.4 
Consensus Net Profit (RM mil) - 371.0  456.6  516.4s 
DPS (sen)  6.5  11.2  11.3  13.5 
PE (x) nm  18.8  16.0  13.4 
EV/EBITDA (x)  22.3  9.8  8.0  6.8 
Div yield (%)  1.1  1.9  1.9  2.2 
ROE (%)  0.9  11.8  12.8  13.9 
Net Gearing (%)  52.2  34.7  30.8  22.2 
     
 

Stock and Financial Data  
 
Shares Outstanding (million) 1,168.3 
Market Cap (RMmil) 7,068.2 
Book Value (RM/share) 2.61 
P/BV (x) 2.3 
ROE (%) 0.9 
Net Gearing (%) 52.2 
  
Major Shareholders ASB  (40.7%) 

EPF  (8.8%) 
PNB  (7.3%) 

Free Float 32.6 
Avg Daily Value (RMmil) 4.2 
 
Price performance 3mth 6mth 12mth 
    
Absolute (%) (5.5) (6.9) 7.3 
Relative (%) (7.8) (5.1) 3.8 
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UMW HOLDINGS 
(UMWH MK EQUITY, UMWS.KL) 30 Aug 2018

 Auto segment buoyed by Myvi and stronger margins 
Company report HOLD

Al Zaquan 
al-zaquan@ambankgroup.com 
03-2036 2304 

(Maintained)

Rationale for report: Company results 

 

Investment Highlights 

 We maintain HOLD on UMW Holdings but raise our SOP-based 
FV to RM6.29/share (from RM5.85/share) with an unchanged 
PE of 11x for the automotive segment.  

 UMW’s 1HFY18 core net profit of RM201mil — which excludes 
RM101mil that comprises a reversal on provision — met 64% 
of our FY projection and 54% of consensus. We raised our 
FY18-20 projections by 18-21% to factor in stronger 
automotive earnings, a higher M&E contribution and better 
efficiency.  

 1HFY18 revenue fell 2% YoY but core net profit rose 61% YoY. 
We outline the key reasons for the strong performance to be: 

1) The impact of a stronger ringgit against the USD. The 
group’s operating margin more than tripled to 6.2% in 1HFY18 
from 2.0% in the previous period. Notably the margins for its 
auto and equipment segments improved. A 1.4ppt increase in 
the net profit margin for auto to 3.9%, held by the stronger 
ringgit and launch of a new Perodua model, led to the segment’s 
net profit rising 49% despite a 4% drop in revenue.  

Auto segment revenue fell on weaker Toyota sales in the 
1QFY18 when buyers held back from purchasing ahead of the 
election. Toyota volume rebounded on a sequential basis in 2Q, 
with revenue improving 27% QoQ and net profit up 7% QoQ. 

2) Higher associate earnings anchored to the Perodua Myvi. 
JV and associate earnings rose 53% YoY as Perodua sales 
were higher 17% YoY. 

3) Strong performance of its equipment segment. Revenue 
rose 7% YoY and net profit rose 19% YoY. Topline was 
supported by higher export sales and stronger demand from the 
construction sector. However, UMW noted that job wins could 
be muted in the 2H given the cancellation of several major 
infrastructure projects. The segment is the second-most 
important, contributing about 13% of group revenue. 

 Apart from this, we note that while the manufacturing & 
equipment segment is still making losses, its net loss shrunk 
7% YoY. This was attributable to a revenue growth from the 
gradual ramp-up in deliveries by its aerospace unit, and a 45% 
improvement in the profit of the segment’s core operations of 
auto components and lubricants. 

 We are assured of the earnings clarity and the group’s 
holistic growth plans. The auto segment will see a second 
Toyota plant come onboard next year, M&E playing a bigger 
role as aerospace earnings kick in and equipment starting 
to benefit from the restructuring of its Komatsu distribution. 
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EXHIBIT 1: EARNINGS SUMMARY 

 
Source: Company, AmInvestment Bank Bhd 

RM mil

Revenue 2,919.1 21% 6% 5,452.7 5,334.5 -2%
Operating Expenses (2,694.7) 15% -3% (5,384.4) (5,037.7) -6%
Other Operating Income 17.0 -12% -6% 39.7 36.3 -9%

Operating Profit 241.5 >100% >100% 107.9 333.1 209%

Finance Costs (13.8) -41% -3% (32.0) (37.4) 17%
Share of Profits of Associates & JV 54.4 -6% 70% 73.2 112.0 53%
Investment Income 19.3 -11% -4% 38.1 40.9 7%

Profit before tax 301.3 >100% >100% 187.2 448.6 140%
Tax (39.6) 34% 13% (59.8) (69.2) 16%

Profit after tax 261.7 >100% >100% 127.4 379.4 198%

Minority interest
Continuing operations 32.7 23% 34% 46.0 59.2 29%
Discontinued operations (17.5) 156% -56% (92.3) (24.3) 74%

Total 15.2 >100% >100% (46.3) 34.9 -45%

Net profit
Continuing operations 229.0 >100% >100% 81.5 320.2 293%
Discontinued operations (104.7) 513% 47% (270.6) (121.7) 55%

Total 124.4 >100% >100% (189.1) 198.5 205%

Core net profit 121.7 53% -6% 124.8 201.3 61%

Margins
EBITDA margin 10% 2% 8%
EBIT margin 8% 2% 6%
PBT Margin 10% 3% 8%
Net profit margin 8% 1% 6%
Core net profit margin 4% 2% 4%

Toyota
Sales volume 19,026 50% 10% 33,723 31,709 -6%
Revenue per car (RM) 125,232 -15% -5% 264,001 273,230 3%

Perodua
Sales volume 61,530 11% 25% 99,675 117,098 17%

QoQ YoY2Q18 1H17 1H18 %
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EXHIBIT 2: SEGMENTAL BREAKDOWN 

 
Source: Company, AmInvestment Bank Bhd 

EXHIBIT 3: SUM-OF-PARTS FAIR VALUE 

 
Source: AmInvestment Bank Bhd 

Segmental Breakdown
Revenue

Automotive 2,382.7 27% 5% 4,451.2 4,259.7 -4%
Equipment 365.9 -2% 4% 693.8 739.0 7%
Manufacturing & Engineering 178.3 6% 16% 319.8 346.8 8%
Others (7.8) >100% -3% 31.2 32.8 5%
Total 2,919.1 21% 6% 5,495.9 5,378.3 -3%

PBT
Automotive 142.4 13% 44% 186.0 268.4 44%
Equipment 37.8 -16% 17% 71.7 82.7 15%
Manufacturing & Engineering (0.5) -81% >100% (6.5) (3.4) -48%
Eliminations 121.6 >100% >100% (143.2) 100.9 >100%
Total 301.3 >100% >100% 108.1 448.6 >100%

Net profit
Automotive 86.7 7% 112.9 168.1 49%
Equipment 29.8 -19% 55.9 66.4 19%
Manufacturing & Engineering (6.2) -32% (16.5) (15.4) -7%
Others 118.8 >100% (70.8) 101.1 >100%
Total 229.0 >100% 81.5 320.2 >100%

PBT Margin
Automotive 6% 4% 6%
Equipment 10% 10% 11%
Manufacturing & Engineering 0% -2% -1%

Net Profit Margin
Automotive 4% 3% 4%
Equipment 8% 8% 9%
Manufacturing & Engineering -3% -5% -4%

2Q18 QoQ YoY 1H17 1H18 %

Segment PAT (RM mil) Stake PE (x) Value (RM mil) Value (RM/share) No. of Shares
Automotive 483.0 51% 11 2,709.4 2.23 1,217.6
Equipment 160.3 91% 12 1,750.9 1.44
M&E 67.7 11 764.5 0.63

4.29
Add: Perodua 566.2 48% 13 3,533.3 2.90
Add: Serendah land (831 acres at RM15/psf) 543.0 0.45
Add: Company net debt (1,773.3) (1.46)
Add: Cash from sale of equipment stake 133.9 133.9 0.11
FV: 6.29

* On enlarged share base of RM1,218 mil following 49.3 mil new shares issued

Pegged to FY19F
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 EXHIBIT 4: FINANCIAL DATA 
      
Income Statement (RMmil, YE 31 Dec) FY16 FY17 FY18F FY19F FY20F 
        
Revenue  10,436.8  11,066.6  11,385.8  12,077.6  12,770.5 
EBITDA  (255.3)  389.0  835.4  1,016.1  1,175.6 
Depreciation/Amortisation   (229.3) (265.3) (274.9) (310.4) (341.0) 
Operating income (EBIT) (484.6)  123.7  560.6  705.7  834.6 
Other income & associates  183.6  182.0  202.3  215.2  228.6 
Net interest  18.8 (39.1) (6.5)  14.6  14.8 
Exceptional items - - - - - 
Pretax profit (282.1)  266.6  756.4  935.5  1,078.1 
Taxation  (125.0) (121.7) (133.0) (172.9) (203.9) 
Minorities/pref dividends   611.7  19.8 (248.2) (321.1) (347.0) 
Net profit  204.7  35.3  375.2  441.5  527.2 
Core net profit  1,494.8 (79.1)  375.2  441.5  527.2 
      
Balance Sheet (RMmil, YE 31 Dec) FY16 FY17 FY18F FY19F FY20F 
        
Fixed assets  7,678.5  2,658.1  3,293.3  3,775.6  4,150.3 
Intangible assets - - - - - 
Other long-term assets  2,822.9  2,520.8  2,563.6  2,612.6  2,666.0 
Total non-current assets  10,501.4  5,178.9  5,856.9  6,388.3  6,816.3 
Cash & equivalent  1,857.4  1,169.6  1,563.6  1,541.8  1,712.4 
Stock   1,931.2  1,410.7  1,384.3  1,459.3  1,543.0 
Trade debtors  988.5  1,021.3  935.8  992.7  1,049.6 
Other current assets  1,008.0  1,315.2  1,315.2  1,315.2  1,315.2 
Total current assets  5,785.1  4,916.8  5,198.9  5,309.0  5,620.2 
Trade creditors  1,878.6  2,795.5  2,244.4  2,368.3  2,504.2 
Short-term borrowings  2,639.3  691.9  1,020.9  1,277.9  1,534.9  
Other current liabilities  234.0  165.5  263.8  273.0  282.2 
Total current liabilities  4,752.0  3,652.9  3,529.1  3,919.3  4,321.4 
Long-term borrowings  3,715.8  2,069.7  1,684.7  1,371.7  1,058.7 
Other long-term liabilities  954.4  194.7  106.4  110.3  114.3 
Total long-term liabilities  4,670.2  2,264.4  1,791.1  1,482.1  1,173.0 
Shareholders’ funds  4,718.6  3,047.2  3,291.2  3,600.2  3,969.3 
Minority interests  2,145.7  1,131.2  2,444.5  2,695.7  2,972.8 
BV/share (RM)  4.04  2.61  2.82  3.08  3.40 
      
Cash Flow (RMmil, YE 31 Dec) FY16 FY17 FY18F FY19F FY20F 
        
Pretax profit (282.1)  266.6  756.4  935.5  1,078.1 
Depreciation/Amortisation  229.3  265.3  274.9  310.4  341.0 
Net change in working capital  200.7  1,099.3 (425.8)  3.3  6.5 
Others   142.8 (501.9) (393.8) (466.2) (509.6) 
Cash flow from operations  290.7  1,129.3  211.7  783.0  916.0 
Capital expenditure (1,181.6) (869.8) (853.9) (724.7) (638.5) 
Net investments & sale of fixed assets  225.3 (234.8) - - - 
Others   183.7 (746.1)  158.5  178.2  177.1 
Cash flow from investing (772.5) (1,850.7) (695.5) (546.5) (461.4) 
Debt raised/(repaid)  380.1  194.8 (56.0) (56.0) (56.0) 
Equity raised/(repaid) - - - - - 
Dividends paid  (212.7) (75.9) (131.3) (132.5) (158.2) 
Others   (558.3) -  1,065.1 (69.9) (69.9) 
Cash flow from financing (390.8)  118.9  877.8 (258.3) (284.0) 
Net cash flow (872.6) (602.4)  394.0 (21.8)  170.6 
Net cash/(debt) b/f  2,621.1  1,607.3  1,169.6  1,563.6  1,541.8 
Net cash/(debt) c/f  1,607.3  1,181.5  1,563.6  1,541.8  1,712.4 
      
Key Ratios (YE 31 Dec) FY16 FY17 FY18F FY19F FY20F 
        
Revenue growth (%) (27.7)  6.0  2.9  6.1  5.7 
EBITDA growth (%) (139.5) (252.4)  114.7  21.6  15.7 
Pretax margin (%)  (2.7)  2.4  6.6  7.7  8.4 
Net profit margin (%)  2.0   0.3  3.3  3.7  4.1 
Interest cover (x) nm  3.2  86.8 nm nm 
Effective tax rate (%)  44.3  45.6  17.6  18.5  18.9 
Dividend payout (%)  42.8  161.3  26.3  22.5  22.5 
Debtors turnover (days)  49  33  31  29  29 
Stock turnover (days)  67  55  45  43  43 
Creditors turnover (days)  72  77  81  70  70 
      

 

Source: Company, AmInvestment Bank Bhd estimates 
  



UMW Holdings 30 Aug 2018 
 

AmInvestment Bank Bhd 5 

 

 

 

EXHIBIT 5: PB BAND CHART     EXHIBIT 6: PE BAND CHART    
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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 
constitute AmInvestment’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.  

AmInvestment 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. 

 


