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Stock information
Bloomberg ficker PMM MK
Bursa code 3719
Issued shares (m) 61
Market capitalisation (RM m) 1,958
3-mth average volume (‘000) 8
SC Shariah compliant No
FAGBM Index member No
ESG rating N.A.
Major shareholders
Panasonic Corp 47.5%
EPF 14.0%
KWAP 5.7%
Earnings summary
FYE (Mar) Fy2t  FY22f FY23
PAT - core (RM m) 1222 1195 136
EPS - core (sen) 201.2 1967  223.¢€
P/E (x) 16.1 16.5 14.£

25 August 2021
Results Review: 1QFY22

Panasonic Manufacturing Malaysia

Hit by capacity constraint

PMM chalked in 1QFY22 results with revenue of RM253.7m (QoQ: -4.5%; YoY:
+64.6%) and core PAT of RM17.7m (QoQ: -59.9%, 1QFY20: -RM1.7). This came in
below expectations at 14% our and consensus full year forecasts. The
disappointment was due to margin deterioration on the back of lower operating
capacity coupled with higher raw material prices. With the ramping up of
capacity to 100% following the succe ssful vaccination of the group’s workforce,
we expect further improvement in its sales moving forward. On the flipside, we
note the increased prices in key commodities might pose a risk of shrinking
margin. We revise FY22 earnings downward by -4%. After earnings adjustment
our TP decreases from RM34.71 to RM33.44 based on an unchanged 17x PE of
FY22 EPS. Maintain HOLD.

Below expectations. PMM chalked in 1QFY22 results with revenue of RM253.7m
(QoQ: -4.5%; YoY: +64.6%) and core PAT of RM17.7m (QoQ: -59.9%, 1QFY20: -
RM1.7). This came in below expectations at 14% our and consensus full year
forecasts. The disappointment was due to margin deterioration on the back of lower
operating capacity coupled with higher raw material prices. Core PAT was arrived after
minor adjustments for forex loss (RM343k) and derivative gain (RM489Kk).

Dividend. None (1QFY21: None). PMM typically declares dividend twice a year, in 2Q
and 4Q.

QoQ. Top line moderated by -4.5% to RM253.7m as the operations were disrupted
from the imposition of MCO3.0 and Phase 1 restriction. Bottom line plunged by -59.9%
to RM17.7m on the back of (i) lower revenue; (i) EBITDA margin contraction by 8.6ppt
due to rising cost of raw materials; and (iii) losses from associated company of -
RM500k vs +RM13.3m in 4QFY21 as sales were confined to only online channel.

YoY. Revenue leaped by 64.6% attributable to low base effect from SPLY as group’s
sales were impacted by closure of factory from mid-March 2020 (MCO1.0). Domestic
market and export sales for fan products and home appliances products grew by 53%
and 81%, respectively. Core PAT grew encouragingly to RM17.7m vs losses of -
RM1.7m attributable to (i) higher revenue; and (ii) lower losses from associated
company from -RM2.9m to -RM500k thanks to the group’s prudent cost management
with lower admin and marketing expenditures.

Outlook. With the ramping up of capacity back to 100% following the successful
vaccination of the group’s workforce we expect further improvement in its sales
moving forward. For export market, we expect sales to the Middle East to see
sustainable recovery on the back of easing trade sanctions under President Biden.
Note that the sales to this region grew 17% YoY and the products sold are of higher
margin (vacuum cleaners and home showers). On the flipside, we note the increase
prices in key commodities might pose a risk of shrinking margin.

Forecast. We revise our FY22 earnings downward by -4% after baking in lower
EBITDA margin and associate’s contribution.

Maintain HOLD; TP of RM33.44. After earnings adjustment our TP decreases from
RM34.71 to RM33.44 based on an unchanged 17x PE of FY 22 EPS. We reckon PMM
can weather thru the near term uncertainties supported by its balance sheet strength
of a net cash position of RM517.3m (or RM8.50 per share) as end of June 2021.
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Financial Forecast

Allitems in (RM m) unless otherwise stated

Income statement Quarterly financial summary

FYE Mar FY20 FY21 FY22f FY23¥f FY24f  FYEMar 1QFY21  2QFY21 3QFY21  4QFY21 1QFY22

Revenue 1,052.0 9746 1,100.2 1,1921 1,287.5 Revenue 154.1 294.0 261.0 265.6 253.7

EBITDA 151.9 1282 1372 1574 1732 EBITDA 3.7 47.0 40.4 455 27.9

EBIT 1214 1046 1023 1192 1317 EBIT 4.3 38.9 324 37.6 20.6

Finance (cost)/ Income 20.1 10.3 15.7 16.6 16.8 Finance (cost)/ Income -161.2 -256.4 -230.6 -228.1 -235.0

Associates & JV 0.3 20.3 275 298 322 Associates & JV 2.9 6.0 3.8 13.3 0.5

PBT 1412 1352 1455 1656  180.8 PBT -3.8 47.6 38.3 53.0 222

Tax 242 187  -261 296 324 Tax -1.2 5.2 4.9 -1.4 4.4

PAT 170 1165 1195 1360 1484 PAT 2.6 424 33.4 45.6 17.9

Exceptionals 5.8 5.8 0.0 0.0 0.0 Exceptionals 0.8 3.8 2.6 -1.4 0.1

Core PAT 1112 1223 1195 136.0 1484  Core PAT 1.7 46.2 36.0 44.2 17.7

HLIB/ Consensus %% 100% 101%

Balance sheet Valuation Ratios

FYE Mar FY20 FY21 FY22f FY23f FY2d4f FYE Mar FY20 FY21 FY22 FY23f FY24f

Cash 5777 5239 5533 5614 5780  Core EPS (sen) 183.0 201.3 196.7 223.8 2443

Receivables 749 1042 934 101.3 1094 P/E (x) 17.7 16.1 16.5 14.5 13.2

Inventories 732 69.6 64.4 68.3 74.3 EV/EBITDA (x) 9.1 1.2 10.3 89 8.0

PPE 127.3 1382 1599 1767  190.3 DPS (sen) 198.0 163.0 157.4 1791 195.4

Others 1236 1366 1366 136.6 136.6 Dividend yield 6.1% 5.0% 4.9% 5.5% 6.0%

Assets 976.7 972.6 1,007.6 1,044.3 1,088.5 BVPS (RM) 13.4 13.4 13.8 14.3 14.8
P/B (x) 24 24 23 23 2.2

Payables -136.7 -1486 -156.0 -1655 -180.0

Debt -11.6 5.5 5.5 5.5 5.5 EBITDA margin 14.4% 13.2% 12.5% 13.2% 13.5%

Others -11.9 5.7 5.6 5.6 5.6 EBITmargin 11.5% 10.7% 9.3% 10.0% 10.2%

Liabilities -160.2 -159.9 -167.2 -176.7 -191.2 PBT margin 13.4% 13.9% 13.2% 13.9% 14.0%
Core PAT margin 10.6% 12.5% 10.9% 11.4% 11.5%

Shareholder's equity 60.7 60.7 60.7 60.7 60.7

Retained earnings 7558 7520 7797 8069 836.6 ROE 13.6% 15.0% 14.2% 15.7% 16.5%

Equity 816.5 8127 8404 8676 897.3 ROA 11.4% 12.6% 11.9% 13.0% 13.6%
Net gearing Cash Cash Cash Cash Cash

Cash Flow Statement

FYE Mar FY20 FY21 FY22f FY23f FY2d4f

Profit before taxation 1412 1352 1455 1656  180.8

D&A 30.5 23.6 34.9 38.2 41.5

Working capital -195 139 234 2.2 0.4

Taxation 236 229 239 296 324

Others 101 -16.1 0.0 0.0 0.0

CFO 118.6 95.6 1642 1553 1734

Capex -45.2 42.5 550 -55.0  -55.0

Others 184  -115 15.7 16.6 16.8

CFI 268  -29.0 -39.3 -384  -38.2

Dividends -137.3  -120.3 956 -1088 -118.7

CFF 1374 1204 956 -108.8 -118.7

Net cash flow 456  -53.8 29.3 8.2 16.6

Beginning cash 6233 577.7 5239 5533 5614

Ending cash 5777 5239 5533 5614 5780
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Figure #1 Quarterly results comparison

FYE 31 Mar (RMm)
Revenue
Home Appliances
Fan Products

Operating Expenses

Other Operating Income

Other derivative gain (loss)

Profitfrom operations
Home Appliances
Fan Products
Reconciliation

Share of results of associated company (net of tax)

PBT

Tax

Effective tax rate

PAT

Core PAT

EPS (sen)

Core EPS (sen)

Geographical Sales Breakdown
Malaysia
Japan
Asia (Ex-Malay sia)
Europe
Middle East
Others

Operating Profit margin
Home Appliances

Fan Products

PBT margin

PAT margin

1QFY21
154.1
63.5
90.5

(161.2)
15

-2.8%
4.1%
4.6%
-2.4%

4QFY21
265.6
119.6
145.8

(228.1)
16
(1.9)
376
245
16.1
(0.9)
133
53.0
(7.4)
-14.0%
456
4.2
75.0
727

87.7
9.9
89.4
14
71.0
6.0

14.1%
20.5%
11.1%
20.0%

1QFY22
253.7
114.8
138.7

(235.0)
14
05
206
10.3
10.1

24
(0.5)
2.2
(4.4)

-19.7%

17.9
177
294
29.2

87.6
9.5
95.4
14
53.9
5.9

8.1%
9.0%
7.3%
8.8%

QoQ
-4.5%
-4.0%
-4.9%

-3.0%
-12.3%
N/M
-45.1%
-68.0%
-37.4%
NM
N/M
-56.0%
-41.1%
5.7%
-60.8%
-59.9%
-60.8%
-59.9%

0.1%
-4.2%
6.6%
0.1%
-24.2%
-1.9%

YoY
64.6%
80.6%
53.2%

-45.7%
-7.4%
-64.6%
NM
NM
144.2%
141.1%
-81.8%
NM
264.8%
-51.6%
NM
NM
NM
NM

171.4%
21.9%
51.8%

129.2%
16.7%
34.9%

pot
10.9
13.1

27
11.2
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Disclaimer

The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for any
direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any tme without prior notice. Hong Leong Investment Bank Berhad has no
obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the
appropriateness of investing in any securifies or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represents a personal
recommendation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer o buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employees may, from time to ime, own, have positions
or be materially interested in any securities mentioned herein or any securifies related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securities and provide advisory, investment or other services for or do business with any companies or entiies mentioned in this report. In
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests.

This research report is being supplied to you on a stricly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. All
materials presented in this report, unless specifically indicated otherwise, are under copyright to Hong Leong Investment Bank Berhad. This research report and its contents
may not be reproduced, stored in a refrieval system, redistributed, transmitted or passed on, directly or indirectly, to any person or published in whole or in part, or altered in
any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Hong Leong Investment Bank Berhad takes no respo nsibility for the content contained therein.
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are provided solely for your convenience.
The information and the content of the linked site do notin any way form part of this report. Accessing such website or following such link through the report or Hong Leong
Investment Bank Berhad website shall be at your own risk.

1. As of 25 August 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report
@-

2. As of 25 August 2021, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report:

(a) -

Published & printed by:

Hong Leong Investment Bank Berhad (10209-W)
Level 28, Menara Hong Leong,

No. 6, Jalan Damanlela,

Bukit Damansara,

50490 Kuala Lumpur

Tel: (603) 2083 1800

Fax: (603) 2083 1766

Stock rating guide

BUY Expected absolute retumn of +10% or more over the next 12 months.

HOLD Expected absolute retum of -10% to +10% overthe next 12 months.

SELL Expected absolute return of -10% or less over the next 12 months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result in a change from the previous rafing.
NOT RATED Stock is not or no longer within regular coverage.

Sectorrating guide

OVERWEIGHT Sector expected to outperform the market over the next 12 months.
NEUTRAL Sector expected to perform in-line with the market over the next 12 months.
UNDERWEIGHT Sector expected to underperform the market over the next 12 months.

The stock rating guide as sfipulated above serves as a guiding principle o stock ratings. However, apart from the abovementioned quanfitative definifions, other qualitative
measures and situational aspects willalso be considered when arriving at the final stock rating. Stock rating may also be affected by the market capitalisation of the individual
stock under review.
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