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Result 

 UMW Holdings Berhad (UMW) posted a headline net 

profit of RM15.4m in 4Q18. After stripping out the 

exceptional items such as impairment of receivables, 
property, plant and equipment (PPE) and in inventories, 

loss on sale on investment, gain on disposal of PPE and 
derivatives, forex gain as well as PPE written off, the Group 

registered a core net profit of RM48.2m, which tumbled 

71% qoq and 86.5% yoy. Meanwhile, revenue stood at 
RM2.7b, which slumped 18.7% qoq and 9.2% yoy. 

 As for full year 2018, the Group’s earnings returned 

to the black with core earnings of RM411.7m as 
compared to core loss of RM85.8m in prior year with 

revenue improved 2.2% yoy. Better YoY performance was 
spurred by improved earnings in Manufacturing & 

Engineering (M&E) division albeit slower domestic Toyota 

vehicles sale. 
 

 Below expectations. 12M18 core earnings of RM411.7m 
only accounted 93.3%/91.1% of our/consensus full year 

net earnings forecast. 

Comment  

 Diminishing Toyota car sales despite stellar Perodua 

sales. Auto segments’ revenue dropped 22.6% qoq and 

14.3% yoy following lower vehicles sold. We believe lower 
car sales during this period due to impact from 

reintroduction of Sales and Services Tax (SST) which was 
introduced in Sep’18. Domestic Toyota cars sale tumbled 

37.8% qoq and 35.4% yoy in 4Q18. As such, it led to total 

domestic Toyota sales dropped by 4.3% yoy for the whole 
year of 2018 with market share of 11% (vs 2017’s market 

share: 11.6%). However, Perodua car sales soared 15.6% 
qoq and 10.7% yoy, thanks to encouraging demand for 

new Myvi. Perodua maintains its leading position with 38% 
market share in 2018. However, Auto’s PBT contracted 

17% qoq and 11.4% yoy as we believe it was due to 

margin compression following weakening Ringgit against 
USD and JPY. Looking forward, we expect Auto’s segment 

will be driven by launches of new models in 2019 such 
Toyota Rush, Camry and Yaris coupled with Perodua Aruz. 

Besides, completion of new Bukit Raja plant in 2019 will 

ramp up the Group’s production capacity. 

 Equipment division shifted focus to mining and 

logging industries due to pressure arising from 

reviewing of mega projects. Equipment segment’s 
revenue inched up 1.1% yoy but down 1.4% qoq while 
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PBT tumbled 40.1% qoq but surged 1655.8% yoy. Higher 

YoY performance was underpinned by strong sales in 
mining and lodging industries couple with provision of 

stock obsolescence in the heavy equipment segment. 
Looking forward, despite lower demand in this segment 

due to review of mega projects, the Group believes the 

heavy equipment business will be spurred by steady 
demand in mining and logging industries coupled with 

rental business from industrial equipment segment. 

 M&E division getting better. Manufacturing & 

Engineering’s performance was down by 39.1% qoq to 

RM9.5m but improved from LBT of RM3m from a year ago. 
Besides, this segment returned to the black with PBT of 

RM21.6m from LBT of RM16.3m in 2017. The stellar 

earnings were mainly buoyed by aerospace business, 
which started to generate revenue in last quarter 2017 and 

lower operating cost incurred to set up the fan cases and 
led to better margin for the segment. The Group expects 

aerospace business to increase its production within the 

time frame to meet the Rolls-Royce’s demand. The Group 
expects UMW Aerospace to be breakeven by 2020F with 

100/150 fan cases being produce in 2019F/2020F before 
hits capacities of 250 fan cases in 2021F. 

 Higher dividend declared. UMW has declared an interim 

single tier dividend of 2.5sen per share amounting 
RM58.4m in 4Q18. Therefore, total dividend payout for 

2018 is 7.5sen per share. The Group has not paid any 

dividend to its shareholders for the past two years due to 
losses. 

Earnings Outlook/Revision  

 We tweak up our 2019F earnings by 25.5% to 

RM632m to reflect higher car sales volume and 

better margin. We also introduce our 2020F net earnings 

of RM657.2m, +4% growth yoy.  

 We expect the Group to re-focus on its three core 

businesses which will resume growth momentum 

over the medium to longer term. We favour the stock 
as: 1) Auto division is expected to register robust growth 

following new models come in and completion of new plant 

in Bukit Raja in 2019 (initial 50K capacity p.a.) which will 
further boost its Toyota sales volume; 2) M&E division is 

expected to breakeven in 2020F and move towards into 
high value-added manufacturing banking on aerospace 

venture; 3) Joint venture with Komatsu that will bolster its 
existing market share; 4) Exit of unlisted O&G segment will 

help to improve the Group’s overall profitability. 

 Maintain BUY call on UMW with a higher target 

price of RM7.00 (RM6.88 previously) following our 
earnings upgrade. Our fair value is now based on 13x 

FY2019F PE which is below its 5-year historical average PE 
of 18.6x. 
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Figure 1: Quarterly Figures  

4Q18 3Q18 4Q17 QoQ YoY 12M18 12M17 YoY

(RMm) (RMm) (RMm) % chg % chg (RMm) (RMm) % chg

Revenue 2,681.8   3,299.3   2,954.7    -18.7% -9.2% 11,315.6   11,066.6   2.2%

Operating Profit 18.2       171.6      16.1         -89.4% 12.9% 522.9       123.7       322.71%

Pre-tax Profit 103.9      233.6      17.6         -55.5% 491.14% 786.2       266.6       194.9%

Profit After Tax 74.1       190.1      (15.4)       -61.0% N/A 521.5       (660.5)      N/A

Net Profit 15.4       155.0      (50.2)       -90.1% N/A 385.9       (651.2)      N/A

Core Profit 48.2       166.4      356.4       -71.0% -86.48% 411.7       (85.8)        N/A

Operating Margin (%) 0.7% 5.2% 0.5% -4.5 ppts +0.2 ppts 4.6% 1.1% +5.7 ppts

PBT Margin (%) 3.9% 7.1% 0.6% -3.2 ppts +3.3 ppts 6.9% 2.4% +4.6 ppts

Net Margin (%) 2.8% 5.8% -0.5% -2.4 ppts N/A 4.6% -6.0% N/A

Core Margin (%) 1.8% 5.0% 12.1% -2.4 ppts -10.3 ppts 3.6% -0.8% N/A

Year to 31 Dec

 
Source: Company, JF Apex 
 

 

 

Figure 2: Segmental Breakdown 

4Q18 3Q18 4Q17 Q-O-Q Y-O-Y 12M18 12M17 Y-O-Y

(RMm) (RMm) (RMm) (%) (%) (RMm) (RMm) (%)

Segmental Revenue

Continuing operation

Automotive 2,046.1   2,643.4   2,386.7   -22.6% -14.3% 8,949.2    8,953.8    -0.1%

Equipment 397.8      403.4      393.5      -1.4% 1.1% 1,540.2    1,456.6    5.7%

M & E 242.5      253.6      170.0      -4.4% 42.6% 842.8      645.6      30.5%

Discontinued operation  

Oil & Gas (Unlisted) 8.2          9.5          26.2       -13.8% -68.8% 72.4        131.5      -44.9%

Segmental PBT

Continuing operation

Automotive 125.5      151.2      141.6      -17.0% -11.4% 545.13 433.7      25.69%

Equipment 26.0        43.5        1.5         -40.1% 1655.8% 152.29 112.5      35.40%

M & E 9.5          15.5        (3.0)        -39.1% N/A 21.61      (16.3)       N/A

Discontinued operation

Oil & Gas (Unlisted) 2.3          (17.8)       (412.3)    N/A N/A (161.09)   (533.6)     N/A

Segmental Margin

Continuing operation

Automotive 6.1% 5.7% 5.9% +0.4 ppts +0.2 ppts 6.1% 4.8% +1.3 ppts

Equipment 6.5% 10.8% 0.4% -4.3 ppts +6.1 ppts 9.9% 7.7% +2.2 ppts

M & E 3.9% 6.1% -1.8% -2.2 ppts N/A 2.56% -2.52% N/A

Discontinued operation

Oil & Gas (Unlisted) 28.2% -187.4% -1574.1% N/A N/A -222.53% -405.80% N/A

FY18

 
Source: Company, JF Apex 
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Figure 3: Financial Summary  

 Year to 31 Dec (RMm) 2015 2016 2017 2018 2019F 2020F

Revenue 14,441.58 10,436.80 11,066.64 11,315.59 12,608.57 13,107.25 

Operating profit 135.62      (484.55)     123.70      522.90      554.29      586.91      

PBT 269.65      (282.10)     266.57      786.15      734.28      764.34      

Net profit (37.17)      (1,658.04)  (640.63)     385.93      631.98      657.23      

Core profit 19.56       (401.80)     (85.77)      385.93      631.98      657.23      

Core EPS (sen) 0.02         (0.31)        (0.07)        0.35         0.54         0.56         

P/BV (x) 0.74         0.98         1.63         1.19         0.79         0.60         

DPS (sen) 0.20         0.00 0.00 0.075       0.08         0.08         

Dividend yield (%) 3.44% 0.00% 0.00% 1.29% 1.39% 1.45%

Operating margin (%) 0.94% -4.64% 1.12% 4.62% 4.40% 4.48%

PBT margin (%) 1.87% -2.70% 2.41% 6.95% 5.82% 5.83%

Net profit margin (%) -0.26% -15.89% -5.79% 3.41% 5.01% 5.01%

Net Gearing Ratio(x) 0.64 0.88 0.66 0.89 0.55 0.41

ROE (%) 0.21% -5.36% -2.05% 7.23% 7.31% 5.83%

ROA (%) -0.21% -10.23% -6.44% 3.61% 4.24% 3.70%
 

Source: Company, JF Apex  
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JF APEX SECURITIES BHD 
 
Head Office: 
6th Floor, Menara Apex 
Off Jalan Semenyih 
Bukit Mewah 
43000 Kajang 
Selangor Darul Ehsan 
Malaysia 
 
General Line: (603) 8736 1118 
Facsimile: (603) 8737 4532 
 
PJ Office: 
15th Floor, Menara Choy Fook On 
No. 1B, Jalan Yong Shook Lin 
46050 Petaling Jaya 
Selangor Darul Ehsan 
Malaysia 
 
General Line: (603) 7620 1118 
Facsimile: (603) 7620 6388 
 

 
DEALING TEAM  
 
Head Office: 
Kong Ming Ming (ext 3237) 
Shirley Chang (ext 3211) 
Norisam Bojo (ext 3233) 

 
 
 
Institutional Dealing Team: 
Zairul Azman (ext 746)  
Fathul Rahman Buyong (ext 741)  
Ahmad Mansor (ext 744) 
 
PJ Office: 
Mervyn Wong (ext 363) 
Azfar Bin Abdul Aziz (Ext 822)  
Tan Heng Cheong (Ext 111) 

 
RESEARCH TEAM 
 
Head Office: 
Lee Chung Cheng (ext 758) 
Lee Cherng Wee (ext 759) 
Low Zy Jing, CFA  (ext 754) 
Nursuhaiza Hashim (ext 752) 
Siau Li Shen (ext 753) 
 
 
 
 

 

 

 

JF APEX SECURITIES  - RESEARCH RECOMMENDATION FRAMEWORK  

STOCK RECOMMENDATIONS 

BUY                      : The stock’s total returns* are expected to exceed 10% within the next 12 months. 

HOLD                   :  The stock’s total returns* are expected to be within +10% to – 10% within the next 12 months. 

SELL                    : The stock’s total returns* are expected to be below -10% within the next 12 months. 

TRADING BUY    : The stock’s total returns* are expected to exceed 10% within the next 3 months. 

TRADING SELL  : The stock’s total returns*  are expected to be below -10% within the next 3 months. 

SECTOR RECOMMENDATIONS 

OVERWEIGHT       : The industry as defined by the analyst is expected to exceed 10% within the next 12 months. 

MARKETWEIGHT  : The industry as defined by the analyst is expected to be within +10% to – 10% within the next 12 months. 

UNDERWEIGHT     : The industry as defined by the analyst, is expected to be below -10% within the next 12 months. 

*capital gain + dividend yield 
 

JF APEX SECURITIES BERHAD – DISCLAIMER 

 
Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise without the prior written 
consent of JF Apex Securities Berhad. The opinions and information contained herein are based on available data believed to be reliable. It is 
not to be construed as an offer, invitation or solicitation to buy or sell the securities covered by this report. 
 
Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily reflect the opinion of JF 
Apex Securities Berhad and are subject to change without notice. JF Apex Securities Berhad has no obligation to update, modify or amend this 
report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth 
herein, changes or subsequently becomes inaccurate. 
 
JF Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance upon such 
statement by anyone shall give rise to any claim whatsoever against JF Apex Securities Berhad. JF Apex Securities Berhad may from time to 
time have an interest in the company mentioned by this report. This report may not be reproduced, copied or circulated without the prior written 
approval of JF Apex Securities Berhad. 

  
Published & Printed By:  

JF Apex Securities Berhad (47680-X) 
(A Participating Organisation of Bursa Malaysia Securities Berhad) 


