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Stock Rating Price Target
DRB BUY 1.47 2.30
MBMR BUY 3.16 4.80
SIME BUY 2.32 2.60
BAUTO BUY 1.77 1.80
UMW HOLD 3.08 2.95
TCM SELL 1.13 1.00
PECCA SELL 3.25 1.90

A slow start for 2022

2022 TIV started at a slow pace of only 40.6k units for Jan (+21.5% YoY; -37.7%
MoM), due to lower inventory available during the period (post accelerated
deliveries in Dec 2020) and supply chain disruption during the month. Note that
Jan 2022 statistics lacks data from BMW, Mini, Scania and Volvo. We maintain
our 2022 TIV expectation at 600.0k units (+17.9% YoY), as we expect pent up
deliveries toward 2Q2022, driven by the extended SST exemption measures to
30 Jun 2022 and the high order backlogs, but slowdown in 2H22. We reaffirm
our NEUTRAL call on the automotive sector with top picks: DRB (BUY; RM2.30),
MBMR (BUY; TP: RM4.80) and Sime Darby (BUY; TP: RM2.60).

Malaysian Automotive Association (MAA) reported a slow start to the year 2022 at
only 40.6k units (+21.5% YoY; -37.7% MoM), attributed to the accelerated deliveries
in Dec 2021 (resulting lower inventory for Jan 2021) and impact of the flash floods,
affecting production and supply chain during the month. At current juncture, we are
maintaining our TIV expectation of 600k units for 2022, a growth of +17.9% YoY, as
we expect a pent-up deliveries in coming months driven by the extension of SST
exemptions (car prices have reduced 2-7%; paultan.org) to 30 Jun 2022 and the large
order backlogs for the many OEMs i.e. Proton, Perodua, Honda, Toyota etc.

Figure #1 Malaysia Monthly TIV
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Despite the expected strong TIV recovery until mid-2022, we still maintain our
NEUTRAL rating on the sector, as we expect TIV to drop post SST exemption expiry
alongside the current ongoing global supply chain issue. Newertheless, we advise
investors to accumulate MBMR (BUY; TP: RM4.80) and DRB (BUY; TP: RM2.30), as
we expect national OEMs to triumph over the longer term with potential growth from
new export markets. We also like Sime Darby (BUY; TP: RM2.60) for its strong
balance sheet and earnings sustainability on Australia industrial segment and robust
demand for automotive across the group’s geographical operations.
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Note that no data was provided for the following:
1) Monthly sales for BMW, Mini and Volvo for Jan 2022.
2) Monthly sales for Scania for Oct 2020 to Jan 2022.

Perodua (UMW and MBMR) recorded sales of 17.4k units (+3.2% YoY; -24.3% MoM), with
a market share of 43.0% in Jan 2022. Management has recently revised up its 2022 sales
target to 247.8k units (from 240k units), indicating a targeted growth of +30.2% YoY. The
high target is backed by healthy order backlog and increase in planned production for the
year to 265.9k units (provided no further supply disruption). Management has guided 1 new
model (likely new Alza replacement) and 2 updated models in later part of the year.
Management has also revealed a study is underway on Perodua’s EV roadmap, which will
be announced within this year.

Proton (DRB) recorded a weak start for the year with 4.3k units (-27.6% YoY; -68.5%
MoM), affected by accelerated deliveries for Dec 2021, lower inventory as well as supply
disruptions (due to floods) in Jan 2022. CEO of Proton has revealed sales target of 150k
units in 2022, indicating a growth of +30.8% YoY (including export wlume), banking on
continued strong domestic demand, new launches and new export markets. It was
speculated that Proton may launch a new large X90 SUV in 2022. Proton has successfully
commenced its CKD programs in Pakistan in 2021 and we expect Proton to restart its
export program into regional Thailand and Indonesia market in 2022,

Toyota (UMW) registered an admirable sales of 7.5k units in Jan 2022, a growth of +96.4%
YoY (mainly due to low base effect), but dropped -18.2% MoM, which outperformed the
market trend. The sales were mainly attributed to high demand for Hilux, Vios and Corolla
Cross. Management has guided sales target of 73k units for 2022. Toyota has recently
launched CKD Corolla Cross (including Hybrid model) and Camry facelift.

Honda (DRB) registered sales of 3.9k units, a growth of +165.1% YoY (due to low base
effect), but dropped -51.6% MoM (due to lower inventory at the start of the year, post
accelerating deliveries for Dec 2021). Honda is targeting sales of 80k units for 2022, which
will enable the marque to reclaim back its top position within the foreign segment. Honda
has recently launched new Civic and expected to launch new HR-V and BR-V in coming
months.

Nissan (TCM) sales remained disappointing in Jan 2022, at only 1.1k units (+42.9%
YoY; -34.7% MoM), mainly due to lack of attractive models and stiff market competition.
Nissan is expected to maintain its strategy to awid stiff pricing competition, while leveraging
onto its core models: Almera, Serena and Navara. On a hopeful side, it was speculated that
Nissan may launch new SUV Kicks model in 2022, rivalling Proton X50, Honda HR-V and
Toyota Corolla Cross.

Mazda (BAuto) recorded a similar market trend with sales of only 0.8k units (+89.1% YoY;
-26.8% MoM), due to lower inventory at the starting of the year. Mazda has recently
launched long waited pickup trucks BT-50. We expect Mazda to launch new MX-30 (EV),
CX-30 CKD and CX-8 facelift in 2022.

Figure#2  Malaysia TIV Breakdown

Units 2021 2022
(000) JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN
Perodua 169 166 244 204 180 10 07 70 142 279 203 230 174
Proton 60 117 148 147 88 05 19 27 102 128 139 137 43

Honda 15 44 89 51 51 00 06 14 40 64 76 80 39

Toyota 38 50 81 91 75 01 14 25 79 84 84 92 75

Nissan 08 07 13 16 14 00 02 04 13 15 14 17 11

Mazda 04 07 12 16 14 01 02 07 08 11 13 12 08

BMW 05 06 09 06 05 01 04 04 07 12 11 17 00

Others 35 38 53 53 46 02 22 28 51 55 60 67 55

Total 334 434 649 583 472 19 75 179 443 648 600 652 40.6
MAA
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Figure #3 Malaysia TIV Market Share Breakdown
2021 2022
(%) JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN
Perodua 50.6 382 377 350 381 525 87 389 320 430 338 353 430
Proton 179 269 228 252 186 254 254 153 231 198 232 210 106
Honda 44 101 138 87 108 11 78 78 91 99 127 122 95
Toyota 115 116 125 157 159 44 192 138 179 130 140 141 185
Nissan 23 16 19 27 30 12 26 24 29 24 23 26 27
Mazda 13 16 19 27 29 31 27 39 18 17 21 18 21
BMW 14 14 13 10 10 28 47 20 16 18 19 26 00
Others 106 87 81 91 97 95 288 158 115 84 100 103 135
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
MAA
Figure#4  Malaysia TIV YoY Growth
2021 2022
(%) JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN
Perodua 34 122 1840 NM. 1279 -953 972 -691 -434 38 -122 -85 32
Proton -299 172 350.7 NM. 545 -949 -856 -759 -137 165 243 73 -276
Honda -76.0 1495 1720 NM. 909 -993 -90.2 -751 -31.3 180 -136 -31.0 165.1
Toyota 50 26.0 1928 NM. 1188 -981 -806 -56.3 43.7 317 354 14 964
Nissan 438 -33.0 2798 NM. 1296 -978 -876 -729 -253 -57 -180 -75 429
Mazda -59.3 -359 1338 NM. 1708 -940 -834 -417 -326 -154 -18 -31.3 891
BMW -385 02 2125 NM. 353 -923 -698 -604 -381 350 111 624 NM.
Others -23.3 -116 1245 NM. 1069 -948 -574 -410 -53 306 392 178 550
Total 234 44 2029 1021 -95.7 -873 -66.7 -233 124 441 53 215
MAA
Figure#5  Malaysia TIV MoM
2021 2022
(%) JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN
Perodua -329 1.8 473 -165 119 -944 -351 9669 1026 96.7 -27.1 135 -243
Proton 533 959 264 0.7 -402 -944 2902 440 2738 253 83 -15 -685
Honda -874 2012 103.3 -43.0 05 -996 NM. 1405 187.0 593 181 51 -516
Toyota 578 313 619 123 -180 -989 NM. 722 2194 641 00 93 -182
Nissan 577 91 796 249 -86 -984 7609 1187 1970 194 -91 208 -34.7
Mazda -7134 576 725 316 -150 -956 2333 2515 158 354 168 -10.1 -26.8
BMW 534 237 431 -319 -176 -889 566.0 23 972 647 -49 508 NM.
Others -381 60 406 00 -131 -9%.0 NM. 310 799 73 95 127 -185
Total -515 301 493 -101 -194 -95.9 290.3 1394 146.7 464 -714 86 -37.7
MAA
Figure #6 Peers Comparison
Stock Mkt Cap Price Target Rating FYE PIE (x) P/B (x) Yield (%)
(RM m) (RM) (RM) FY21 FY22 FY21 FY22 FY21 FY22
DRB 2,841.9 1.47 2.30 BUY DEC N.M. 5.8 0.4 0.4 1.4 2.0
MBMR 1,235.0 3.16 4.80 BUY DEC 8.0 5.6 0.6 0.6 5.7 7.0
SIME* 15,782.7 2.32 2.60 BUY JUN 14.1 14.0 1.0 1.0 5.2 5.2
BAUTO* 2,055.7 1.77 1.80 BUY APR 13.7 13.9 3.0 2.8 3.8 55
UuMw 3,598.3 3.08 2.95 HOLD DEC 23.3 12.5 0.9 0.9 0.6 1.9
TCM 739.8 113 1.00 SELL DEC N.M. 336 0.3 0.3 0.9 1.8
PECCA* 59.3 3.25 1.90 SELL JUN 28.5 31.5 3.4 34 31 3.1
*Based on FY22 & FY23
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Hong Leong Investment Bank Berhad (10209-W)

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 fime without prior noice. 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 securiies or the investment strategies discussed or recommended in this report Nothing in this report consfitutes 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 to buy any securifies referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employees may, from ime to ime, own, have positions
or be materially interested in any securifies mentioned herein or any securiies related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securiies and provide advisory, investment or other services for or do business with any companies or enties 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 stricy 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 retrieval system, redistributed, transmitted or passed on, direcly 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 responsibility 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 not in 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 23 February 2022, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report
@-

2. As of 23 February 2022, 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) -
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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 rating.
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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