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SHARIAH GEMS CONFERENCE HIGHLIGHTS

UMW Holdings (UMWH MK)
Upshifting Gears For A Smoother Ride

While a base normalisation from UMW’s automobile segment could be in sight for 2H23
with the absence of SST exemption, the group’s strong orderbook backlog alongside
an attractive launch pipeline could cushion the earnings impact. Meanwhile, the
recovering aerospace segment could be the new growth driver with the group recently
securing its second contract with earnings visibility for the next 15 years. Maintain
HOLD. Target price: RM3.80.

WHAT’'S NEW

o Automobile: Orderbook remains strong to cushion a base normalisation in 2H23.
Note that 2022 has been an exceptionally good year for UMW’s automobile segment with
both its flagship marques Perodua and Toyota registering record-high sales of 282,000 and
101,000 respectively (collectively garmnered 54% of TIV market share). Moving into 2023,
while the Sales and Services Tax (SST) has officially ended since end-Jun 22, the
government has allowed the SST exemption to apply for any car booked before the
deadline as long as it is registered before 31 Mar 23. On this silver lining, UMW’s backlog
remains solid with outstanding orders for Toyota and Perodua at about 50,000 units and
200,000 units respectively (delivery within 2-8 months). We believe this could partially
cushion the slowdown from the base normalisation.

New models launching and ASP hike to ride through earnings volatility. For the new
model pipelines, we gather that the group has launched its signature Toyota 3GR and 2GR
sports model in Malaysia alongside all-new Vios (B-segment volume driver) to augment
sales momentum in 2023. The group is also looking to launch its second Hybrid Electric
Vehicle (HEV) to move towards green mobility. While UMW is keeping its initial sales target
of 93,000 for Toyota, the group sees upside bias in 2H23 which might prompt it to revise its
initial target. On the forex front, while the weakening of MYR vs USD could impact its
earnings adversely given the import content cost, management noted the hedging policy is
in place with an option to revise prices to safeguard its margins.

¢ Aerospace: On the mend. While 2022 was a gestation period for UMW’s aerospace
segment, we believe the group could be charting for a breakeven based on the encouraging
projection production numbers for 2023. Being the Tier 1 supplier for fan case kits for Rolls
Royce, UMW has recently received a new contract (15 years and valued at RM1b) to
manufacture rear cases for Rolls Royce’s Trent 1000 and Trent 7000 aero engines. Note
that the commercial production is expected to commence in 2025. Meanwhile, the group is
also exploring other business opportunities with other OEMs in the aerospace sector to
drive up utilisation.

KEY FINANCIALS

Year to 31 Dec (RMm) 2021 2022 2023F 2024F 2025F
Net turnover 11,061 15,814 12,509 13,364 14,038
EBITDA 618 952 942 977 1,000
Operating profit 274 611 563 606 636
Net profit (rep./act.) 268 415 369 418 443
Net profit (adj.) 245 394 369 418 443
EPS (sen) 21.0 33.7 31.6 35.8 37.9
PE (x) 18.1 11.2 12.0 10.6 10.0
P/B (x) 0.9 0.8 0.8 0.7 0.7
EV/EBITDA (x) 10.5 6.8 6.9 6.6 6.5
Dividend yield (%) 1.1 1.8 1.7 1.9 2.0
Net margin (%) 2.4 2.6 3.0 3.1 3.2
Net debt/(cash) to equity (%) (4.1) (23.1) 34 1.0 (1.4)
Interest cover (x) 10.4 191 16.2 15.5 13.7
ROE (%) 5.3 7.9 6.6 7.1 7.1
Consensus net profit - - 400 409 415
UOBKH/Consensus (x) - - 0.92 1.02 1.07

Source: UMW Holdings, Bloomberg, UOB Kay Hian
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HOLD

(Maintained)

Share Price RM3.79

Target Price RM3.80

Upside +0.3%

COMPANY DESCRIPTION

UMW, through its 51%-owned subsidiary
UMW-Toyota, imports, assembles and

distributes Toyota and Lexus vehicles in
Malaysia. It also owns 38% stake in Perodua.

STOCK DATA

GICS sector Consumer Discretionary

Bloomberg ticker: UMWH MK
Shares issued (m): 1,168.3
Market cap (RMm): 4,427.8
Market cap (US$m): 991.9

3-mth avg daily t'over (US$m): 0.7
Price Performance (%)

52-week high/low RM3.97/RM2.83

1mth 3mth 6mth 1yr YTD
(1.0) 1.1 16.6 17.0 9.2
Major Shareholders %
Amanah Saham Nasional 55.2
EPF 9.3
Kumpulan Wang Persaraan Diperbadankan 9.3
FY23 NAV/Share (RM) 4.92
FY23 Net Debt/Share (RM) 0.17
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STOCK IMPACT

¢ Manufacturing & engineering segment is on the mend. The outlook for this segment
remains promising, with sales of auto components expected to continue being supported by
new and outstanding orders for both the domestic and export markets. The aerospace sub-
segment is expected to improve further in 2023, with management guiding for the sub-
segment to achieve a 70-75% utilisation rate in 2023 compared with 40-50% in 2022. On
the other hand, the full reopening of international borders has led to an increase in air travel
which is expected to reach pre-pandemic levels in 2023 and will translate into growth
prospects for the aerospace sub-segment.

Equipment segment’s profitability continues to improve. Overall, revenue in 2022 has
returned to pre-pandemic levels, achieving growth of 16% yoy to RM1.528b mainly due to
growing demand for the segment's products and services in both the domestic and
overseas markets. In tandem with higher revenue, the segment's profit before taxation and
zakat of RM152.8m was 43% higher than in 2021. We expect the segment will continue to
grow in 2023 as China’s economy is expected to rebound after lifting pandemic restrictions.
Concurrently, the heavy equipment sub-segment will continue to leverage on the improving
construction industry and higher commodity prices.

EARNINGS REVISION/RISK

¢ None.

VALUATION/RECOMMENDATION

¢ Maintain HOLD with an unchanged target price of RM3.80 based on 12x 2023F target
PE (which is the sector’s five-year mean). While we believe earnings will moderate
downwards in 2023 as we foresee declining consumption growth for car sales despite the
new model launches (normalisation of order deliveries following the SST exemption expiry),
the prospects are still decent, supported by the strong order backlog alongside a recovery
in the equipment and M&E segments.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental
- Investing in renewable energy by installing solar panels at two of the group’s operational
sites, namely KYB-UMW and Aerospace plants.

- Investing in nature-based solutions for CO2 sequestration and collaborating with key
stakeholders in reforestation initiative (300,000 mangrove trees to be planted by 2023).

¢ Social
- Implementing community development initiatives that nurture future generations and

equip youths with industry-ready skills, such as the PROTEGE programme.
- Contributed about RM10.8m in cash and in kind to communities.

¢ Governance

- Board composition. 30% requirement for female directors has long been met by the
group, whereby 40% of UMW'’s Directors are female.

- Established the three-year Integrity and Governance Unit (IGU) Blueprint 2021-23.

Refer to last page for important disclosures.
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UMW AUTOMOBILE MARKET SHARE

UMW  Group’s market
share for 1Q 2023 was
Perndia 53.9% (2022 - 53.1%).
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PERODUA SALES VOLUME TREND

Units YoY Growth
35,000 3000%

30,000 A

2500%
25,000 -

2000%

20,000 - 1500%

15,000 -

1000%
10,000 -

500%
5,000

0%

0 -

-500%

Jan-23 SRR —

Jan-22
Feb-22
Mar-22
Apr-22
May-22
Jun-22

Jul-22
Aug-22
Sep-22
Oct-22
Nov-22 |
Dec-22 |
Feb-23
Mar-23

. Unit

Source: MAA, UMW Holdings

Growth

TOYOTA SALES VOLUME TREND
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PROFIT & LOSS

UOBKayHian

BALANCE SHEET

Monday, 15 May 2023

Year to 31 Dec (RMm) 2022 2023F 2024F 2025F Year to 31 Dec (RMm) 2022 2023F 2024F 2025F
Net turnover 15,814 12,509 13,364 14,038 Fixed assets 2,706 2,921 2,921 2,921
EBITDA 952 942 977 1,000 Other LT assets 3,346 3,627 3,942 4,282
Deprec. & amort. 341 379 371 364 Cash/ST investment 2,808 1,805 1,938 2,091
EBIT 611 563 606 636 Other current assets 3,557 3,741 3,953 4,121
Associate contributions 335 281 316 339 Total assets 12,417 12,093 12,754 13,415
Net interest income/(expense) (50) (58) (63) (73) ST debt 212 400 400 400
Pre-tax profit 896 786 859 903 Other current liabilities 3,390 2,149 2,289 2,400
Tax (219) (174) (185) (195) LT debt 1,340 1,600 1,600 1,600
Minorities (263) (243) (256) (265) Other LT liabilities 335 335 335 335
Net profit 415 369 418 443 Shareholders' equity 5,448 5,743 6,078 6,432
Net profit (adj.) 39% 369 418 443 Minority interest 1,692 1,866 2,052 2,247
Total liabilities & equity 12,417 12,093 12,754 13,415
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2022 2023F 2024F 2025F Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 1,203 (419) 595 614 Profitability
Pre-tax profit 896 786 859 903 EBITDA margin 6.0 75 7.3 7.1
Tax (139) (174) (185) (195) Pre-tax margin 5.7 6.3 6.4 6.4
Deprec. & amort. 34 379 37 364 Net margin 26 3.0 3.1 3.2
Associates (335) (281) (316) (339) ROA 34 3.0 34 34
Working capital changes (346) (1,067) (72) (57) ROE 7.9 6.6 71 71
Other operating cashflows 786 (62) (62) (62)
Investing 49 (138) (138) (138) Growth
Capex (growth) (510) (200) (200) (200) Turnover 43.0 (20.9) 6.8 5.0
Investments 409 0 0 0 EBITDA 54.1 (1.0 3.8 2.3
Others 150 62 62 62 Pre-tax profit 85.7 (12.3) 9.2 5.1
Financing (1,533) 374 (84) (89) Net profit 54.7 (11.0) 132 6.0
Dividend payments (257) (74) (84) (89) Net profit (adj.) 61.0 (6.3) 132 6.0
Proceeds from borrowings (1,276) 448 0 0 EPS 61.0 (6.3) 13.2 6.0
Others/interest paid 0 0 0 0
Net cash inflow (outflow) (280) (183) 374 387 Leverage
Beginning cash & cash equivalent 2,081 1,870 1,687 2,061 Debt to total capital 17.9 20.8 19.7 18.7
Changes due to forex impact 68 0 0 0 Debt to equity 285 34.8 329 311
Ending cash & cash equivalent 1,870 1,687 2,061 2,448 Net debt/(cash) to equity (23.1) 34 1.0 (1.4)
Interest cover (x) 19.1 16.2 15.5 13.7

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. 9
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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 2023, UOB Kay Hian Securities (M) Sdn. Bhd. All rights reserved.
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