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COMPANY RESULTS

UMW Holdings (UMWH MK) BUY
4Q20: Above Expectations; All Segments Outperformed (Upg raded)
UMW’s 2020 earnings beat our and consensus’ expectationg with a core net .profit gf Share Price RM2.88
RM284.9m accounting for 175%/190% of our/consensus’ estimates. 2021 earnings will )
. ; - . Target Price RM3.50
be supported by the sales tax exemption extension and deliveries of new models, ie
Upside +21.5%

Toyota Corolla Cross and Perodua D55L. Both models will be officially launched in _
March. Positive news on vaccine deployment should further boost consumer (Previous TP RM3.30)
sentiment. Upgrade to BUY. Target price: RM3.50 (from RM3.30).

COMPANY DESCRIPTION
4Q20 RESULTS UMW, through its 51%-owned subsidiary
Year to 31 Dec 4Q20 qoq yoy 2020 yoy  Remarks UMW-Toyota, imports, assembles and
(RMm) % chg %chg  (RMm) %chg distributes Toyota and Lexus vehicles in
Revenue 3,242.3 217 41 95546  (18.6) Stronger sales across all Malaysia. It also owns 38% stake in Perodua.
-Auto 2,668.2 254 8.9 74837 (19.5)  divisions
-Equipment 317.9 71 (31 11373  (19.2) STOCK DATA
-M&E 244.2 08 (25.7) 9183  (136) GICS sector Consumer Discretionary
Associates 107.6 14.2 66.6 204.1 (28.8)  Higher Perodua contribution . .
PBT 2369 485  9L8 4007  (29.7) Bloomberg ticker: UMWH MK
-Auto 191.0 452 66.3 3346  (36.9) Shares issued (m): 1,168.3
-Equipment 18.5 (45.6) (322) 102.9 (24.1) Market cap (RMm) 3,364.7
-M&E 22.7 11.8 (24.2) 61.6 11 .
PATAMI 137.4 357  (340) 2046  (55.0) Market cap (US$m): 832.8
Core PATAMI 1894 136.8 1,118.5 2849 27.0  Above expectations 3-mth avg daily t'over (US$m): 0.8
Toyota unit sales 21,981 16,5 23 59320  (14.1) Price Performance (%)
Perodua unit sales 75,151 6.1 220 220,162 (8.4) 52-week high/low RM3.60/RM1.74
PBT Margins (%) ppts ppts (%) ppts 1mth 3mth 6mth lyr YTD
-Overall 7.3 9.8 0.8 42  (66.0) Supported by cost savings
Auto 72 100 0.1 45 (1234) initiatives @7 75 16 (79) (15:3)
-Equipment 5.8 0.9 28 91  (585) Major Shareholders %
'M&F . 9'3 40 23 67 97.3 Skim Amanah Saham Bumiputra 41.9
Source: UMW Holdings, UOB Kay Hian EPF 104
RESULTS Permodalan Nasional Berhad 6.1
e 2020 earnings above expectations. UMW‘ Hol_dings (UMW) reported leZO core net profit £y NAv/Share (RM) 4.43
of RM189m (+>100% yoy, +>100% qoq). This brings 2020 core net profit to RM285m (+27%  £y21 Net Debt/Share (RM) 116

yoy), which accounted for 175%/190% of our/consensus’ full-year estimates respectively.
The positive variance was mainly attributable to higher-than-expected contribution by all  PRICE CHART
divisions and a better margin of its automobile division, which reflected the company’s cost
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KEY FINANCIALS 350 o
Year to 31 Dec (RMm) 2019 2020 2021F 2022F 2023F - 10
Net turnover 11,739 9,554 9,651 10,670 10,789 ' N
EBITDA 679 712 814 852 855 250 %
Operating profit 333 338 419 465 476 200 "
Net profit (rep./act.) 447 205 294 341 358 &0
Net profit (ad].) 259 285 294 341 358 150 50
EPS (sen) 22.2 24.4 25.2 29.2 30.7 20 Volume(m)

PE (x) 13.0 11.8 11.4 9.9 9.4 10 w

P/B (x) 0.7 0.7 0.7 0.6 0.6 Foeb 20 Apr20 Jun 20 Auézo oct 20 l Dec 20
EV/EBITDA (x) 9.1 8.7 7.6 7.3 7.3

Dividend yield (%) 2.1 1.7 1.7 2.0 2.1 Source: Bloomberg

Net margin (%) 3.8 2.1 3.0 3.2 3.3

Net debt/(cash) to equity (%) 21.7 28.8 26.2 24.3 21.1 ANALYST(S)

Interest cover (x) 11.8 1.7 16.3 14.7 14.7 Malaysia Research Team

ROE (%) 9.7 42 5.8 6.4 6.4

Consensus net profit - - 247 294 353 +603 2147 1988

UOBKH/Consensus (x) - - 1.19 1.16 1.01 research@uobkayhian.com

Source: UMW Holdings Berhad, Bloomberg, UOB Kay Hian
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e Automobile division reported a 66.3% yoy and 45.2% qoq higher PBT in 4Q20, after
both Toyota and Perodua reported a big jump in its car sales in Dec 20.

¢ Manufacturing & engineering (M&E) profitability was lifted by the auto components &
lubricants unit, thanks to the strong recovery in automobile sales in 2H20. The aerospace
unit’s profitability dropped by 20% in 2020 due to lower delivery of fan cases, and the unit's
profitability is expected to decline further in 2021.

¢ The equipment division’s profitability will continue to be supported by demand for industrial
equipment, especially from the fast-moving consumer goods sector, which will offset the
lacklustre heavy equipment sales.

STOCK IMPACT

¢ MCO 2.0 impact would be a lot less severe. UMW'’s operation will operate as normal
during the movement control order (MCO) 2.0 period. This will allow the company to clear
backlog orders which have been building up due to consumers taking advantage of the sales
tax exemption prior to the MCO. We understand that the current outstanding bookings stand
at 11,000 units. The introduction of several new models such as the Toyota Corolla Cross
and Perodua D55L might also help to bolster 2021 sales.

The chip shortage crisis that is currently affecting the automobile industry worldwide could
pose a downside risk to our earnings forecasts if it lasts longer than expected. According to
UMW, the chip shortage is currently only affecting its non-volume models ie Toyota Corolla
and Toyota Camry. Toyota Vios and Toyota Yaris remain unaffected. For Perodua,
production of Myvi, Aruz and Alza will be affected. Taking a more conservative view on this,
we reduce our Toyota/Lexus and Perodua sales forecast (see RHS table).

Shifts up a gear in SUV race. UMW Toyota has officially revealed that it will be launching
the fully imported all-new Toyota Corolla Cross in March and will introduce the locally
assembled model later in 4Q21. Once it is locally assembled, we expect the Cross to be
more competitively priced, which will give it a better chance of gaining a more sizeable
market share. It could be priced around RM145,000-165,000 vs its closest competitors
Honda CR-V at RM140,000-160,000 and Proton X70 at RM137,000-181,000. We have input
a sales assumption of 3,000/8,000 units of Toyota Corolla Cross to be sold in 2021/2022
respectively. The group is allocating RM628m for 2021 capex, with a portion of it possibly
going to new model launches.

Perodua D55L SUV will be launched on 3 March and priced between RM62,500-73,400.
Our channel check suggests that the price is within market expectations. Our Perodua 2021
sales forecast of 240,000 units (Perodua sales target: 240,000 units), implies an increment
of 20,000, or 9% yoy mainly due to the D55L's contribution. This is after considering the
potential cannibalisation of Perodua Myvi and Aruz sales.

¢ Sales tax exemption ending soon. We foresee sales slowing down for 2-3 months after
the year-long sales tax exemption ends on 30 Jun 21, but to gradually recover going into
4Q21 as distributors will gear up their year-end promotional activities to bolster sales.

EARNINGS REVISION/RISK

¢ Earnings revision. We revise our 2021-22 net profit forecasts upwards by 6% and 11%
respectively to reflect higher margins of the automobile division, higher contribution from
M&E and equipment divisions and lower Perodua and Toyota sales assumption.

¢ Key risks. a) A longer-than-expected MCO implementation which could lead to order
cancellations and cause a downside risk to our earnings forecasts, b) worse-than-expected
impact of the chip shortage.

VALUATION/RECOMMENDATION

¢ Upgrade to BUY with a new target price of RM3.50 (from RM3.30), based on revised
FY21F earnings (unchanged target PE of 14x). We believe the earnings will be supported by
launches of the new models Toyota Corolla Cross and Perodua D55L as well as the sales
tax exemption extension. The positive news on vaccine deployment should further boost
consumer sentiment.

Refer to last page for important disclosures.
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MARKET SHARE AS OF END-20
Perodua
Others 41.6%
47.2%
Toyota/Lexus
11.2%
Source: Malaysian Automotive Association
KEY ASSUMPTIONS
Units FY21IF  FY22F FY22F
Toyota/Lexus (current) 62,000 67,000 67,000
Toyota/Lexus (previous) 65,000 68,000 -
Perodua (current) 240,000 260,000 260,000
Perodua (previous) 250,000 260,000
Source: UOB Kay Hian
EBIT SEGMENTAL FORECASTS
MYRm FY21F  FY22F  FY22F
Auto 3704 389.6 389.7
Equipment 140.6 164.2 172.4
Manufacturing 67.4 70.8 74.3
Others (160.0)  (160.0)  (160.0)
Total 4185 4646  476.4

Source: UOB Kay Hian
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Year to 31 Dec (RMm) 2020 2021F 2022F 2023F  Year to 31 Dec (RMm) 2020 2021F 2022F 2023F
Net turnover 9,554 9,651 10,670 10,789 Fixed assets 2,920 2,920 2,921 2,921
EBITDA 712 814 852 855 Other LT assets 2,952 3,224 3,524 3,831
Deprec. & amort. 374 396 387 379 Cash/ST investment 679 697 678 792
EBIT 338 419 465 476 Other current assets 3,964 3,907 4,160 4,190
Associate contributions 204 272 299 307 Total assets 10,515 10,748 11,283 11,734
Net interest income/(expense) (61) (50) (58) (58) ST debt 500 450 400 400
Pre-tax profit 401 641 706 726 Other current liabilities 1,812 1,721 1,889 1,908
Tax (78) (139) (150) (153) LT debt 1,600 1,600 1,600 1,600
Minorities (118) (208) (215) (215) Other LT liabilities 312 312 312 312
Net profit 205 294 341 358 Shareholders' equity 4,938 5174 5,446 5,733
Net profit (adj.) 285 294 341 358 Minority interest 1,352 1,490 1,635 1,781
Total liabilities & equity 10,515 10,748 11,283 11,734
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2020 2021F 2022F 2023F  Year to 31 Dec (%) 2020 2021F 2022F 2023F
Operating 608 532 496 573 Profitability
Pre-tax profit 401 641 706 726 EBITDA margin 7.5 8.4 8.0 7.9
Tax (78) (139) (150) (153) Pre-tax margin 4.2 6.6 6.6 6.7
Deprec. & amort. 374 396 387 379 Net margin 21 3.0 3.2 33
Associates (204) (272) (299) (307) ROA 1.9 2.8 31 3.1
Working capital changes 169 (34) (86) (10) ROE 4.2 5.8 6.4 6.4
Other operating cashflows (54) (60) (62) (62)
Investing (574) (140) (138) (138) Growth
Capex (growth) (628) (200) (200) (200) Turnover (18.6) 1.0 10.6 11
Investments 0 0 0 0 EBITDA 4.9 14.4 4.6 0.4
Others 54 60 62 62 Pre-tax profit (46.9) 59.9 10.1 2.9
Financing (467) (109) (118) (72) Net profit (54.2) 437 15.9 5.1
Dividend payments (57) (59) (68) (72) Net profit (adj.) 10.0 3.2 15.9 5.1
Proceeds from borrowings (410) (50) (50) 0 EPS 10.0 32 15.9 51
Others/interest paid 0 0 0
Net cash inflow (outflow) (433) 283 240 363 Leverage
Beginning cash & cash equivalent 1,472 575 933 1,241 Debt to total capital 25.0 235 22.0 21.0
Changes due to forex impact (465) 75 68 0 Debt to equity 42,5 39.6 36.7 34.9
Ending cash & cash equivalent 575 933 1,241 1,604 Net debt/(cash) to equity 28.8 26.2 24.3 211
Interest cover (x) 11.7 16.3 14.7 14.7

Refer to last page for important disclosures.
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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.

Refer to last page for important disclosures.
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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 This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the

Kingdom 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 | This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable
of America U.S. laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility
(‘U.s.”) 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.

Copyright 2021, UOB Kay Hian Securities (M) Sdn. Bhd. All rights reserved.

http://www.utrade.com.my
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