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UMW Holdings Berhad (umw mk) Above

Above Expectation

o Accept Offer (TP: 5.00). UMW’s SMFY23 PATAMI of RM611mn (+97.7%
YoY) exceeded both our and consensus expectations, accounting for
158.9% and 145% respectively. In 9MFY23, both revenue and net profit
increased by +21.5% and +97.7% YoY respectively, driven by the
completion of the sale of industrial land to Longi (RM218.1mn). In
3QFY23, UMW'’s revenue increased by 7.8%, propelled by higher
contributions from the Automotive and Manufacturing & Engineering
(M&E) segments. We expect UMW to maintain positive earnings through
i) strong vehicle demand mainly from Toyota and Perodua, and ii)
improved supply chain, which will increase the volume of vehicle
production. We revised our call to HOLD with a higher TP of RM5.00
(RM4.57 previously) to align with the current offer price from Sime Darby.
We are overall positive with the offer price and advise shareholders to
accept the offer, given that it is higher than our existing TP.

¢ Key Highlight. In 3QFY23, revenue increased by (+7.8% QoQ, +19.8%
YoY), driven by i) a higher number of sales from the automotive division
(+17.7% QoQ, +15.1% YoY), mainly from Toyota and Perodua, and ii)
robust demand for M&E with a substantial increase from the Aerospace
sub-segment, which rose by (+21.4% QoQ, +39.9% YoY) due to increased
deliveries of Rolls-Royce fan cases. However, revenue for the Equipment
segment was slightly lower (-0.9% QoQ) due to a decrease in equipment
deliveries.

e Earnings revision. No change to our forecast.

¢ Outlook. We expect UMW to maintain positive earnings through i) strong
vehicle demand, mainly from Toyota and Perodua, aided by a robust
backlog of orders (30k Toyota and 155k Perodua), and ii) an improved
supply chain that will increase the volume of vehicle production, leading
to expedited deliveries. Regarding the takeover, Sime Darby recently
convened an Extraordinary General Meeting (EGM) to seek approval for
the acquisition of a 61.2% stake in UMW. The transaction received
overwhelming support, with 99.7% of votes in favour. It is noteworthy
that PNB and EPF abstained from voting. Sime Darby will launch a
Mandatory General Offer (MGO) to acquire the remaining shares in UMW
by mid-December to early January 2024.

Table 1: Quarterly figures
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UumMw Quarterly Change (%) Cumulative YTD
FYE 30 Dec (RM’mn) 3QFY22 2QFY23 3QFY23 QoQ Chg YoYChg 9M22 9m23 Chg (%)

Revenue 4,057 4,485 4,834 7.8% 19.1% 11,439 13,699 19.8% 14,000 97.8%

EBITDA 253 575 464 -19.3% 83.7% 704 1,253 78.0% 875 143.3%

Pretax profit 231 476 326 -31.4% 40.9% 678 1,053 55.3% 819 128.6%

Taxation -72 -91 -66 -27.2% -8.6% -172 -204 18.2% -188 108.1%

Net Profit 101 304 173 -43.0% 71.9% 309 611 97.7% 385 158.9%

Core Net Profit 95 293 158 -46.3% 65.8% 297 585 97.2% 385 152.1%

Core EPS (sen) 8.13 25.11 13.49 -46.3% 65.8% 25.39 50.09 97.2% 33 41.0%
change (ppts) ppts

EBITDA margin (%) 6.2% 11.9% 9.6% -2.3 3.4 6.2% 8.8% 2.6 6.2%

PBT margin (%) 5.7% 9.9% 6.7% -3.1 1.0 5.9% 7.4% 1.5 5.8%

Core Net profit margin (%) 2.3% 6.1% 3.3% -2.8 0.9 2.6% 4.1% 1.5 2.3%

Effective tax rate (%) 31% 19% 20% 1.2 -10.9 31% 20% -10.9 31%

Source: BIMB Securities, Company
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Table 2: Earnings forecast

FYE 30 Dec (RM’mn) FY21 FY22 FY23F FY24F FY25F
Turnover 11,061 15,814 14,000 13,371 13,628
EBITDA 644 991 875 878 892
Pretax Profit 483 896.5 819 827 846
Net Profit 268.2 415.0 384 388 397
EPS (sen) 23.0 35.5 329 33.3 34.0
Consensus NP 420.5 407.2 422.5
PER (x) 15.9 10.3 11.6 115 11.2
DPS (sen) 5.8 14.2 15.5 15.5 15.5
D. Yield (%) 1.6 3.9 4.1 4.1 4.1

Key Ratios (%)

ROE 6.7 9.5 8.4 8.2 8.0
EBITDA margin 5.8 6.3 6.2 6.6 6.5
Pretax margin 4.4 5.7 5.8 6.2 6.2
PATAMI margin 2.4 2.6 2.7 2.9 2.9

Source: Bloomberg, BIMB Securities
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DEFINITION OF RATINGS

BIMB Securities uses the following rating system:

STOCK RECOMMENDATION

BUY Total return (price appreciation plus dividend yield) is expected to exceed 10% in the next 12 months.
TRADING BUY  Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain.
HOLD Share price may fall within the range of +/- 10% over the next 12 months

TAKE PROFIT Target price has been attained. Fundamentals remain intact. Look to accumulate at lower levels.
TRADING SELL  Share price may fall by more than 15% in the next 3 months.

SELL Share price may fall by more than 10% over the next 12 months.
NOT RATED Stock is not within regular research coverage.
SECTOR RECOMMENDATION

OVERWEIGHT  The Industry as defined by the analyst’s coverage universe, is expected to outperform the relevant primary market index
over the next 12 months

NEUTRAL The Industry as defined by the analyst’s coverage universe, is expected to perform in line with the relevant primary market
index over the next 12 months

UNDERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to underperform the relevant primary market index
over the next 12 months

Applicability of ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are
only applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry
investment ratings as we do not actively follow developments in these companies.

Disclaimer

This report has been prepared for information and educational purposes only and are not recommendation or endorsement to sell or
solicitation to buy any securities, subscription of financial products or otherwise to be taken as investment advice of any form or kind and
neither should be relied upon as such. The information herein was obtained or derived from publicly available information, internally
developed data and other sources believed to be reliable. Whilst all reasonable care has been taken to ensure that all information and data
are accurate and the opinions are fair and reasonable, we do not represent or warrant their accuracy, timeliness, completeness and
currentness or applicability of such information for any particular purpose. The investments advice or idea discussed or recommended in this
report may not be suitable for all investors. Any recommendation presented in this report is general in nature and does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific person who may read this report. The investors
are advised to conduct own research and seek independent professional advice prior to taking any investment or investment related
decisions. The directors and employees of BIMB Securities Sdn Bhd and BIMB Group of Company may from time to time have a position in
either the securities mentioned or may provide services to any company and affiliates of such companies whose securities are mentioned
herein. BIMB Securities Sdn Bhd and BIMB Group of Company accept no liability for any direct, indirect or consequential losses, claims and
damages arising from any use of this report. BIMB Securities does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report. Unless stated otherwise, BIMB Securities is not a market maker in the securities
or other capital market products of the subject company(ies) covered in this report. BIMB Securities did not receive compensation for
corporate finance services from the subject company(ies) in the past 12 months. BIMB Securities did not receive compensation or benefit
(including gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in relation to the production of this report. The
analyst(s) who prepared this research report is/are prohibited from receiving any compensation, incentive or bonus based on specific
transactions or for providing a specific recommendation for, or view of, a particular company.
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