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Absolute +4.0 -0.6 +3.3
Rel to KLCI +2.9 4.4  -11.3
Stock Data

|

Issued shares (m) 1,168.3
Mkt cap (RMm)/(US$m) 13,949 / 4,266
Avg daily vol - 6mth (m) 1.7

52-wk range (RM) 11.22-15.87
Est free float 29.8%
BV/share (RM) 4.3
P/BV (x) 2.78
Net cash/ (debt) (RMm) (4Q13) (412.4)
ROE (2014E) 18.7%
Derivatives Nil
Shariah Compliant Yes

Key Shareholders

Within expectations, intense competition to persist

The launch of Vios helped lift core net profit sequentially to RM222m
4QFY13 core net profit rose 15.7% qoq to RM222.3m (-13.7% yoy) thanks to the
launch of Toyota Vios in October 2013. This brings FY13 core net profit to
RM880.6m (-11.7%). The results are inline with Affin's estimates but 6% below
street. The Group declared a third interim net DPS of 9 sen, bringing net DPS
declared YTD to 44 sen/share (net yield of 3.7%). Stepping into FY14, the Group
expects to sell 98,400 and 197,000 units of Toyota and Perodua, respectively.
We project 2014 Toyota and Perodua sales of 95,247 and 200,000 units,
respectively. Taken together with the more robust UMW O&G earnings growth
over the next two years, we project a 3-year (FY13-16) earnings CAGR of 8%.
Valuation is lofty (FY14 PER of 14.4x) as the listing of UMW O&G (in November
2013) served to clearly demarcate the Group’s high growth segment. Maintain
REDUCE with an unchanged RNAV-based TP of RM11.35/share. Key upside
risks: (1) a more active capital management; (2) better-than-expected Toyota
sales outlook into 2014-15; and (3) sharp turnaround within the equipment and
overseas manufacturing segments.

4QFY13 core net profit fell yoy due to fewer Toyotas sold in the quarter
4QFY13 Group revenue fell 3.9% yoy to RM3,891.8m as: (1) Toyota sold 27,109
units in the quarter — a 5.7% yoy drop in unit sales; and (2) a 14.8% decline in
equipment revenue - reflecting weak demand within the construction and
commodity sectors. The weaker sales trend was further exacerbated by Toyota’s
margin compression (due to intensifying competition and stronger US$ vis-a-vis
Ringgit). Together with a higher effective tax rate, core net profit dipped 13.7%
yoy and 12.9% qoq to RM192m. PBT for O&G rebounded to the quarter to
RM54.5m (4QFY12: RM12.5m) thanks to the commencement of Naga 4
operations and higher time charter rate for Naga 1 as well as Naga 2.
Sequentially, core net profit rose 15.7% thanks to higher Toyota sales with the
launch of Toyota Vios in October 2013. As a result, auto PBT margin rose
1.5ppts to 13.6% (3QFY13: 12.1%).

FY13 core net profit fell 12% yoy on a challenging automotive landscape

FY13 Group revenue fell 10.2% yoy to RM14,206.9m as Toyota unit sales fell
13% yoy to 91,185 units whilst equipment revenue fell 20.2% yoy with the
deferment of sales order prior to GE13 and weak commodity sector sentiment.
As a result, 12MFY13 core net profit contracted 11.7% yoy to RM880.6m. Higher
Perodua associate and UMW O&G earnings helped cushioned Toyota’'s weak
earnings performance yoy. Perodua registered 196,071 unit sales for 2013
(+3.7% yoy, on a high base) thanks to the launch of a more affordable S-Series
in 1H2013. Perodua’s manufacturing margins were also aided by cheaper raw
materials thanks to a weaker Yen and positive operating leverage. Auto PBT
(combined Toyota and Perodua margins) fell 1.9ppts in FY13. Intense

Elslr:n ASB ‘g:gﬁjg competition, we opine, will continue to depress near-term earnings outlook.
KWAP 5.0% Earnings & Valuation Summary

Yayasan Pelaburan Bumiputra 5.0% FYE 31 Dec 2012 2013 2014E 2015E 2016E
Revenue (RMm) 15,890.2 14,206.9 15,398.1 16,731.1 17,769.9
Earnings & Valuation Revisions EBITDA (RMm) 2,151.8 11,9024 2,1065 2,3745 2,487.9
e ————————————— Pretax profit (RMm) 2,0005 14552 2,022.2 2,199.6 23059
14E 15E 16E Net profit (RMm) 951.0 681.2 966.8 1,074.9 1,139.1
PrevEPS (sen) 829 921 na EPS (sen) 81.5 58.4 82.9 92.1 97.7
curr EPS (sen PER (X) 14.6 20.4 14.4 13.0 12.2
Chg (%) (sen) 82'? 92'1_ ?]7m7 Core net profit (RMm) 954.0 880.6 966.8 11,0749 1,139.1
Prev target price (RM) 11.35 Core EPS (sen) 81.8 75.5 82.9 92.1 97.7
_ : Core EPS growth (%) 14.4 (7.7) 9.8 11.2 6.0
Curr target price (RM) 11.35 Core PER (x) 14.6 15.8 14.4 13.0 12.2
Net DPS (sen) 50.0 65.0 60.0 65.0 65.0
Chong Lee Len Dividend Yield (%) 4.2 5.4 5.0 5.4 5.4
(603) 2145 0403 EV/EBITDA (X) 6.6 7.6 75 6.5 6.1
lichona@affininvestmentbank.com.my Consensus profit (RMm) 1,025.1  1,097.6 n.a.
Affin/Consensus (x) 0.9 1.0 n.m.

Important disclosures at end of report
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Fig 1: Quarterly Results Comparison
FYE Dec (RMm) 4QFY12 3QFY13  4QFY13 Qoq YoY Comment
% chg % chg

Revenue 4,050.4 3,456.6 3,891.8 12.6 (3.9) YOY: Group's topline was affected by weak Toyota unit
sales and equipment sales (-14.8% yoy). Toyota sold
27,109 units in 4QFY13 compared to 28,752 units sold in
4QFY12 (-5.7% yoy) and 20,329 units sold in 3QFY13

(+33.4%).

OPEX (3,603) (3,180) (3,474) 9.3 (3.6)

EBIT 447.8 276.9 417.3 50.7 (6.8) Affected by lower margins achieved by Toyota (weaker
Ringgit vis-a-vis US$, intense competition leading to
higher A&P) and losses from India manufacturing plant.

EBIT margin % 111 8.0 10.7

Interest expense (21.7) (21.5) (32.2) 49.8 48.1

Investment 19.8 18.6 28.1 51.1 42.1

income

Exceptional items (6.7) (90.6) (113.1) 24.9 > 100

Associates 31.9 62.2 33.6 (45.9) 5.6 Perodua sold 48,673 units for 4QFY13 compared to
49,726 units in 4QFY12 (-2.1% yoy) and 50,525 units in
3QFY13 (-3.7% yoy).

Pre-tax profit 471.0 245.6 333.7 35.8 (29.2)

Tax (86.1) (66.7) (104.0) 56.0 20.8

Tax rate % 18.3 27.1 31.2

Ml (134.0) (77.5) (120.6) 55.5 (10.0)

Net profit 250.9 101.5 109.1 7.6 (56.5)

EPS (sen) 215 8.7 9.3 7.6 (56.5)

Core net profit 257.6 192.0 222.3 15.7 (13.7)

Fig 2: Cumulative Results Comparison

FYE Dec (RMm) 12M2012 12M2013 YTD Comment

% chg
Revenue 15,816.9  14,206.9 (10.2)  Toyota unit sales fell 13% yoy to 91,185 units. Equipment sales also fell 20%

yoy on delays in order prior to the 13th General Election and generally, soft
market sentiments for both the construction and commodity segment.

OPEX (13,915)  (12,708) 8.7)

EBIT 1,901.9 14985  (21.2)

EBIT margin % 12.0 10.5

Interest expense (83.4) (102.2) 22.5

Investment income 78.5 84.4 7.5

Exceptionals (2.9) (199.4) > 100

Associates 126.2 173.8 37.7 Aided by higher production output for Perodua with the successful launch of
Perodua S-Series and cheaper raw material with the weakens in Yen. Perodua
sold 196,071 units for 2013.

Pre-tax profit 2,020.3 1,455.2 (28.0)

Tax (431.5) (369.4) (14.4)

Tax rate % 21.4 25.4

Ml (594.5) (404.6) (31.9)

Net profit 994.3 681.2 (31.5)

EPS (sen) 85.1 58.3 (31.5)

Core net profit 997.2 880.6 (11.7) Inline with Affin estimates, 6% below street estimates.

Fig 3: Segmental breakdown
FYE Dec (RMm) 4QFY12 3QFY13 4QFY13 12M2012 12M2013

Auto 3,029.2 2,433.3 2,866.9 . 11,498.1 10,263.7

Equipment 435.8 410.8 3711 (9.6) (14.8) 2,138.5 1,705.5 (20.2)
Mfg & Eng 168.3 188.9 184.0 (2.6) 9.3 680.7 737.9 8.4
Oil & gas 128.2 205.3 206.1 0.3 60.8 7243 736.7 1.7
Others 288.9 218.3 348.9 59.8 20.8 775.3 848.3 9.4
Elimination (0.0) - (85.3) n.m. n.m. - (85.3) n.m.
Revenue 4,050.4 3,456.6 3,891.8 12.6 (3.9) 15,816.9 14,206.9 (10.2)
Automotive 424.6 294.9 390.9 32.6 (7.9) 1,796.8 1,412.0 (21.4)
Equipment 19.2 55.6 245 (55.9) 275 183.5 191.1 4.2
Mfg & Eng (1.4) (31.1) (11.6) (62.6) > 100 3.6 (35.9) n.m.
Oil & gas 125 54.5 54.5 0.1 > 100 83.6 205.4 145.8
Others 16.1 (128.2) (124.7) (10.9) > 100 (47.1) (317.4) 91.8
Pretax Profit 471.0 245.6 333.7 35.8 (29.2) 2,020.3 1,455.2 (28.0)
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Equity Rating Structure and Definitions

BUY Total return is expected to exceed +15% over a 12-month period

TRADING BUY Total return is expected to exceed +15% over a 3-month period due to short-term positive development, but fundamentals are
(TR BUY) not strong enough to warrant a Buy call. This is to cater to investors who are willing to take on higher risks

ADD Total return is expected to be between 0% to +15% over a 12-month period

REDUCE Total return is expected to be between 0% to -15% over a 12-month period

TRADING SELL Total return is expected to exceed -15% over a 3-month period due to short-term negative development, but fundamentals are
(TR SELL) strong enough to avoid a Sell call. This is to cater to investors who are willing to take on higher risks

SELL Total return is expected to be below -15% over a 12-month period

NOT RATED Affin Investment Bank does not provide research coverage or rating for this company. Report is intended as information only
and not as a recommendation

OVERWEIGHT Industry, as defined by the analyst's coverage universe, is expected to outperform the KLCI benchmark over the next 12

months

NEUTRAL Industry, as defined by the analyst’'s coverage universe, is expected to perform inline with the KLCI benchmark over the next
12 months

UNDERWEIGHT Industry, as defined by the analyst’'s coverage universe is expected to under-perform the KLCI benchmark over the next 12
months

This report is intended for information purposes only and has been prepared by Affin Investment Bank Berhad {"Affin Investment Bank") based on sources
believed to be reliable.-Information sourced from third party data providers have not been independently verified by Affin Investment Bank, and as such,
Affin Investment Bank does not give any guarantee, representation or warranty (express or implied) as to the adequacy, accuracy, reliability or
completeness of the information and/or opinion provided or rendered in this report. Facts, information, views and/or opinions presented in this report have
not been reviewed by, may not reflect information known to, and may present a differing view expressed by other business units within Affin Investment
Bank, including investment banking personnel. Reports issued by Affin Investment Bank are prepared in accordance with Affin Investment Bank's policies
for managing conflicts of interest arising as a result of publication and distribution of investment research reports. Under no circumstances shall Affin
Investment Bank, its affiliates and related companies, their directors, associates, connected parties and/or employees be liable in any manner whatsoever
for any consequences (including but are not limited to any direct, indirect or consequential losses, loss of profit and damages) arising from the use of or
reliance on the information and/or opinion provided or rendered in this report. Any opinions or estimates in this report are that of Affin Investment Bank as
of this date and subject to change without prior notice. Under no circumstances shall this report be construed as an offer to sell or a solicitation of an offer
to buy any securities.

Affin Investment Bank and/or any of its directors and/or employees may have an interest in the securities mentioned therein. Affin Investment Bank may
also make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report. Further. Affin
Investment Bank, its affiliates and its related companies may do and seek to do business with the company(ies) covered in this research report and may
from time to time assume an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal
basis and may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well
as solicit such investment, advisory or other services from any entities mentioned in this report.

Comments and recommendations stated here rely on the individual opinions of the ones providing these comments and recommendations. These opinions
may not fit your financial status, risk and return preferences and hence, an independent evaluation is essential. In addition, this report is general in nature
and it is intended for circulation for Affin Investment Bank and their affiliates' clients generally and does not have regard to the specific investment
objectives, financial situations and the particular needs of any specific person who may receive this report. Investors are advised to independently evaluate
particular investments and strategies and to seek independent financial, legal and other advice on the information and/or opinion contained in this report
before investing or participating in any of the securities or investment strategies or transactions discussed in this report.

Simulations or model portfolio are prepared on a hypothetical basis and are for illustrations only.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide
and shall not have liability for any damages of any kind relating to such data.

Affin Investment Bank's research, or any portion thereof may not be reprinted, transmitted to, photocopied or reproduced in any form - sold or redistributed,
directly or indirectly in whole or in part without the prior written express consent of Affin Investment Bank.

Investment Banking Relationship
Within the preceding 12 months, for all completed investment banking proposals, Affin Investment Bank has not acted as lead-manager for public offerings
and/or secondary offerings in the securities of the company under its research coverage.

This report is printed and published by:

Affin Investment Bank Bhd (9999-V)

A Participating Organisation of Bursa Malaysia Securities Bhd
Chulan Tower Branch,

3rd Floor, Chulan Tower,

No 3, Jalan Conlay,

50450 Kuala Lumpur.

www.affininvestmentbank.com.my
Email: research@affininvestmentbank.com.my
Tel : + 603 2143 8668
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