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UOBKH HIGHLIGHTS 

UMW Holdings (UMWH MK/BUY/RM2.68/Target: RM3.10) 
3Q20: Strong Turnaround From Automotive Segment; Upgrade To BUY  

 3Q20 qoq yoy 9M20 yoy   EPS Revision DPS PE 
Year to 31 Dec (RMm) % chg % chg (RMm) % chg Remark Year (sen) (%) (sen) (x) 

Revenue 2,663.3 74.1 (7.6) 6,312.3 (26.8) FY20F 11.2 +17 2.2 24.0 
-Auto 2,127.5 93.1 (7.4) 4,815.5 (29.7) FY21F 22.0 - 4.4 12.2 
-Equipment 297.0 27.3 (16.0) 819.4 (24.1) FY22F 22.2 - 4.4 12.1 
-Mfg & Eng 242.3 32.1 (4.0) 674.1 (8.2) 

Stronger sales across all segments on base 
normalisation post MCO disruption 

     
Associates 94.3  449.8 10.6  96.5  (56.5)       
PBT 159.5 371.2 6.1 163.8 (63.3)      
-Auto 131.6 415.4 (6.1) 143.6 (65.4)      
-Equipment 34.0 38.1 10.6 84.4 (22.1)      
-M&E 20.3 153.4 32.4 38.8 25.6 

 

     
Net Profit 101.3  229.1 (2.0) 67.2 (72.8)       
Core Net Profit 84.2  354.0 (8.2) 99.8 (52.2) a) Stronger car sales 

b) Stronger associate contribution 
c) Better demand from Heavy Equipment and M&E 

     

Toyota unit sales  18,870  139.3  15.4  37339 (21.6)       
Perodua unit sales 70,842  142.7  24.3  145011 (18.9)       
PBT Margins (%) ppts ppts (%) ppts       
Overall 6.0  9.8  0.8  2.6  (258.0)       
-Auto 6.2  10.0  0.1  3.0  (308.7)       
-Equipment 11.5  0.9  2.8  10.3  26.8        
-M&E 8.4  4.0  2.3  5.8  155.0        

Source: UMWH, UOB Kay Hian 

RESULTS 
 9M20 earnings above our expectation. UMW Holdings (UMW) reported 3Q20 core net profit of RM84.2m (+>100% qoq, -8% yoy), 

bringing 9M20 core net profit to RM99.8m (-52%) which made up 90%/73% of our/consensus expectations. The positive deviation was 
due to the stronger-than-expected turnaround from its automotive segment which saw PBT reverse from 2Q20’s losses of RM42m to 
pre-tax profit of RM131.6m, thanks to the positive spill-over from the sales tax exemption for completely knocked down (CKD) (100%) 
and completely built up (CBU) (50%) vehicles.  

 Automobile segment helped by sales tax exemption, while further boosted by better associate earnings from Perodua. 3Q20 
sales volume rebounded strongly (at 89,712 from 37,078) from the low base in 2Q20 which was affected by the MCO disruption (two-
month operational halt), while sales tax exemption from the government’s PENJANA initiative have also revitalised sales. In terms of 
volume. UMW sold 18,870 Toyota and Lexus units (+15% yoy) during the quarter, bringing 9M20 car sales to 37,339 units (-22% yoy). 
This accounts for 71% of its full-year target of 53,000 units (from 45,000 units) for Toyota, with Vios, Yaris and Hilux being the main 
volume drivers. For associate Perodua, 3Q20 car sales was 24% yoy higher at 70,842 units, with 9M20 car sales of 145,011 units (-18% 
yoy) making up 69% of its full-year target of 210,000 units. Note that the launch of flagship SUV model D55L has been delayed to 2021. 
All in all, with better sales volumes boosted by the sales tax exemption alongside a base normalisation (hence, 3Q revenue +74% qoq), 
PBT swung back to RM131.6m in 3Q20 (+>100% qoq, +6% yoy), bringing 9M20 PBT to RM143.6m (-65% yoy). 

 Equipment segment corroded by sluggish demand and stiff competition. 9M20 revenue slumped 24% yoy due to sluggish demand 
on the back of the delay in project implementation, following a slowdown in construction, manufacturing and mining activities in Malaysia 
and Myanmar. Consequently, operational deleveraging alongside competitive pricing for both heavy equipment and industrial equipment 
businesses led to a 22% yoy drop in PBT. In terms of outlook, the group believes the heavy equipment segment will remain challenging 
due to the frail economy outlook. Nonetheless, the shortfall could be partly negated by the recovery from its industrial equipment sub-
segment which will be boosted by the resumption of most business sectors. The segment is proactively engaging in cost containment 
measures across its businesses, process improvement and digitalisation. 

 Better recovery in manufacturing and engineering (M&E) segment. With a stronger rebound in 3Q20 following the sales tax holiday- 
which drove domestic sales of auto components, the 9M20 sales weakness gap has narrowed to 8% yoy. Nonetheless, PBT grew 26% 
on better cost optimisation initiatives. Despite the adverse impact of the COVID-19 pandemic, the aerospace sub-segment has made its 
maiden delivery of Trent 7000 fan cases in Oct 20, and aligning its strategies on products and end-customer diversification.  

RECOMMENDATION 
 We forecast 2020 earnings of RM130m (from RM111m) to account for stronger-than-expected sales assumption and better operational 

efficiency from the automotive segment, which is in line with our total industry volume revision of +9%. 

 Upgrade to BUY with a higher target price of RM3.10 (from RM2.20) as we ascribe a higher 2021F PE of 14x (from 9x previously) in view 
of the improving industry outlook. 
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Securities (M) Sdn. Bhd. ("UOBKHM") which is a licensed corporation providing investment 
advisory services in Malaysia. 
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKHM. This report is not directed to or intended for distribution to or use 
by any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKHM 
may determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable 
law or would subject UOBKHM and its associated persons (as defined in the Capital Market Services Act 2007) to any registration, 
licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKHM to be reliable. 
However, UOBKHM makes no representation as to the accuracy or completeness of such sources or the Information and UOBKHM 
accepts no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKHM and its associate 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKHM and its 
connected persons are subject to change without notice. UOBKHM reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKHM, its associated persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKHM, its associated persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKHM may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKHM may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.  
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report is prepared by UOBKHM, a company authorized, as noted above, to engage in investment advisory in Malaysia. 
UOBKHM is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKHM (whether 
directly or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption 
from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons 
that receive this document by way of distribution from or which they regard as being from UOBKHM by their acceptance thereof represent 
and agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.  
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKHM. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKHM who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKHM or any other person, any of the Subject 
Business involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not 
receive any compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any 
sales, trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the 
compensation received by each such research analyst is based upon various factors, including UOBKHM’s total revenues, a portion of 
which are generated from UOBKHM’s business of investment advisory.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of 
or located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by 
the Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, 
has trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified 
under Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed 
in Hong Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in 
Hong Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of 
the analyses or reports only to the extent required by law. 

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services 
Authority of Indonesia. Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the 
relevant foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the 
analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, 
the recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in 
Malaysia, at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as 
UOBKHM is the registered person under CMSA to distribute any research analyses in Malaysia.  

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore. Where 
the report is distributed in Singapore and contains research analyses or reports from a foreign research house, please 
note:  
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in 
Singapore in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is 
regulated by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the 
meaning of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research 
distributed in the UK is intended only for institutional clients. 

United States 
of America 
(“U.S.”) 

This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable 
U.S. laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility 
for its contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities 
referred to in the report should contact UOB Kay Hian (US) Inc. directly. 
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