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2Q22: Automobile Segment Maintains Strong Performance

2Q22 RESULTS
2Q22 goq yoy 1H22 yoy EPS PE
Year to 31 Dec (RMm) % chg % chg (RMm) % chg FY (sen) (x)
Revenue 3,730.8 2.2 52.6 7,381.6 36.7 2022 30.3 10.1
- Auto 31144 15 57.3 6,187.5 413 2023 26.2 11.7
- Equipment 366.6 (1.4 222 738.4 16.8 2024 329 9.3
- M&E 226.4 0.3) 41.6 4535 16.2
Associates & JV 97.8 1.3 287.5 194.3 724
PBT 230.0 6.4 605.9 446.3 128.6
- Auto 202.9 (1.4 4858 408.7 126.9
- Equipment 354 11.6 11.4 67.2 25.0
- M&E 131 22.8 315.4 237 922.3
PATAMI 107.2 5.9 608.0 208.4 173.6
Core PATAMI 98.0 (1.4 790.0 1974 169.3
Toyota Unit Sales 23,463 45 38.3 45,910 34.6
Perodua Unit Sales 65,719 6.6 66.9 127,343 30.9
PBT Margin % +- ppts +- ppts %  +-ppts
- Overall 6.2 0.3 49 6.0 24
- Auto 6.5 0.2) 48 6.6 25
- Equipment 9.7 1.2 (0.9) 9.1 0.6
- M&E 5.8 11 9.6 5.2 4.6
Source: UMW Holdings, UOB Kay Hian
RESULTS

e Above expectations. UMW Holdings (UMW) reported 2Q22 core net profit of RM98m (-1.4% qoq; +790% yoy), bringing 1H22 core net
profit to RM197.4m (+169.3%). This accounts for 60% and 57% of our and consensus full-year estimates, respectively. Note that 2Q22
earnings have been adjusted for exceptional items such as: a) reversal of impairment on receivables of RM0.1m, b) gain on disposal of
investments of RM0.1m, c¢) gain on disposal of property, plant and equipment of RM7.2m, d) reversal of inventories of RM2.0m, and e)
property, plant and equipment being written off (RM0.02m). The automobile division continues to be the key earnings driver, contributing
RM202.9m, or 88%, of the group’s profit before tax and zakat (PBTZ) during the quarter, but down 1.4% qgoq due to the lower share of profit
from an associated company. We deem the results to be above expectations as we expect auto sales in 2H22 to remain robust, supported
by high order backlog.

The equipment division’s profitability continues to increase. Despite revenue being marginally lower (-1.4% qoq) and affected by the
political instability in Myanmar, the segment’'s PBTZ increased (+11.8% goq) mainly due to various cost saving initiatives. Separately, UMW
expects the division’s earnings to improve moving forward in tandem with economic recovery after the peak of the pandemic. The company
also guided that high commaodity prices and increased demand from construction activities are expected to contribute positively.

Manufacturing and engineering (M&E) revenue continues to be dragged down by the aerospace unit, following the lower delivery of fan
cases to Rolls-Royce. This is expected to improve in 2H22 as management guided that the fan cases orders have doubled from 1H22 and
to improve further in 2023 followed by the continuous growth in air passenger and cargo traffic. On the other hand, the ongoing higher
demand for vehicles in 2H22 will catalyse the growth in the auto components sub-segment.

STOCK IMPACT

e The company has revised their sales target of 92,000 units for 2022 vs our new forecast of 87,000. We previously guided that UMW
expects to sell 73,000 units in 2022. Due to strong sales in 1H22 and encouraging outstanding orders as of Aug 22 (300,000 units from both
Toyota and Perodua), the company has revised their 2022 sales target. This prompted us to raise our 2022 forecast by 19% as the launches
of new model gain positive traction, supported by a strong order backlog that will cushion the deliveries of cars at least for the next 6-8
months. Management clarified that the chip and component shortages would have minimal impact on the company’s production as it has
secured enough for 2022 production but we are still slightly conservative with our target as we have taken into consideration: a) a worse-
than-expected shortage of chips and components, and b) cancellation of orders due to long waiting time (more than six months).

EARNINGS REVISION/RISKS

o Adjust 2022-24 earnings forecasts higher by 4-8%. We are forecasting earnings growth of 8%, 6% and 4% in 2022-24 respectively, as
we raise our sales target to account for strong order backlog that will cushion the deliveries of cars for the next 6-8 months (Aug 22-Mar 23).

VALUATION/RECOMMENDATION

¢ Maintain HOLD with a higher target price of RM3.10 from RM3.00. This is still based on 12x 2023F target PE (which is the sector’s five-
year mean). We expect car sales to be supported by its first locally-assembled hybrid EV (Toyota Corolla Cross) and Toyota Camry new
facelift. Meanwhile, volume in 2023 would be supported by: a) the newly-launched Toyota Veloz, which replaces the now-discontinued
Toyota Avanza, and b) the introduction of the all-new Perodua Alza which is gaining traction at a faster-than-expected rate.
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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 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 2022, UOB Kay Hian Securities (M) Sdn. Bhd. All rights reserved.
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