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HOMERITZ CORPORATION BERHAD

DESCRIPTION

Muar-based integrated solid wood-based home

furniture manufacturer.

Mainly engaged in the

design, manufacture and sale of upholstery furniture

Outperform

Furniture Demand Still Robust

Homeritz's 3QFY21 core net profit jumped by 366.4% YoY to RM7.3m, mainly due
to the increase in sales volume and higher selling price of certain products.

12-Month Target Price RMO0.82 Cumulative 9MFY21 core net profit of RM20.1m were in-line with our but above
Current Price RMO.F;7 consensus estimates, making up 76% and 82% of our full-year forecast respectively.
Sqelee R RN In light of the disruption in manufacturing operations since the implementation of
Market Main Movement Control Order (MCO) 3.0 in June 2021 and a rising raw material cost, we
Sector Consumer are adjusting our forecast for FY21-23F downwards by 3-12%. Nevertheless, we are
Sll"sag"der 5 HMCB?JI-\?IQ still positive on Homeritz’'s long-term outlook, supported by robust demand for
Shoa?irgh?crgm';”ae;t VES furniture especially from the America region. Our Outperform call on Homeritz is
maintained with a slight reduction in TP to RM0.82 (from RM0.85) based on a 12x of
CY22F EPS.
SHARE PRICE CHART
0.70 § 3QFY21 revenue surged by 94.3% YoY to RM47.4m, attributable to the
increase in volume sold, higher selling prices as well as the low base effect with
last year's performance affected by the initial wave of Covid-19 outbreak. We
believe that the stronger sales were mainly driven by the growth in exports to all
0.60 regions especially the America region. On a QoQ basis, revenue fell by 19.3%,
owing to the temporary stoppage of the manufacturing facilities as some
employees were tested positive for Covid-19.
0.50 § 3QFY21 core net profit jumped by 366.4% YoY to RM7.3m, on the back of
Mar-21  Apr-21 May-21  Jun-21  Jul-21  Aug-21 the higher economies of scale from the increase in production output. In
addition, the increase in average selling prices has helped to mitigate the
g_zMwet‘;k:‘ange (F\*/""l) 000 0.53 _z%g% impact of the hike in raw materials and the depreciation of USD. As a result,
onth Average Vol (000) ‘ Homeritz's core net profit margin grew by 5.7% to 15.4% (3QFY20: 9.7%).
SHARE PRICE PERFORMANCE § Outlook. We are anticipating Homeritz to post weaker earnings in 4QFY21 as
the group’s manufacturing operations were halted from June following the
Absslute Ret 1'\2 g"g i'\g implementation of the Nationwide FMCO. Nevertheless, we gather that
e ' — — Homeritz is looking to resume its manufacturing operations in the middle of
Relative Returns -4.3 -2.3 -6.5 . . . -
September after all of its workers become fully vaccinated. While Homeritz's
near-term outlook remains challenging, we are still confident on its long-term
KEY STOCK DATA prospects, supported by the strong furniture demand as we gather that its
N current production lead time is at least 180 days (previously was around 120-
mg”;‘:tschzfg:"(i%“on (RMm) ﬁg'g 150days). Furthermore, Homeritz continues to remain focused on increasing
automation to increase productivity and lower labour cost.
MAJOR SHAREHOLDERS
%
Chua Fen Fatt 31.5
Tee Hwee Ing 227 KEY FORECAST TABLE
Tee Hui Chei 2.9
ee i =hem FYE Aug (RM m) 2019A  2020A  2021F  2022F  2023F  CAGR
Revenue 147.7 155.4 184.8 195.2 205.0 9.7%
Operating Profit 25.5 28.4 28.2 34.0 36.6 8.8%
Pre-tax Profit 27.7 30.5 30.4 36.2 38.8 8.4%
Net Profit 22.1 23.6 23.1 27.5 295 7.8%
Core Net Profit 19.7 22.1 23.1 27.5 29.5 10.1%
EPS (Sen) 7.4 5.7 5.6 6.7 7.2 7.8%
P/E (X) 7.7 9.9 10.2 8.5 7.9
Wong Ling Ling DPS (Sen) 3.0 15 3.0 3.5 4.0
T 603 2268 3020 - .
F 603 2268 3014 Dividend Yield (%) 5.3 2.6 5.3 6.1 7.0
E wong.lingling@publicinvestbank.com.my Source: Company, Publiclnvest Research estimates
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Table 1: Results Summary

YoY QoQ YoY
FYE Aug (RMm) 3021 3020 2021 chg chg YTD21 YTD20 chg Comments
% (%) %
Mainly due to
increase in exports
Revenue 47.4 24.4 58.7 94.3 -19.3 158.6 109.0 45.5 to all regions
especially the
America region
Operating -38.4 -22.6 -51.9 70.1 260  -134.4 918 464
expenses
Gross Profit 9.0 1.8 6.8 >100 32.3 24.2 17.2 41.0
Other operating 17 14 0.9 28.2 88.6 3.4 37 78
income
PBT 10.7 3.2 7.7 >100 39.0 27.7 20.9 32.3
Taxation -2.3 -0.7 -1.4 >100 62.8 -5.6 -4.5 23.3
Net profit 8.5 25 6.3 >100 33.7 221 16.4 >100
Core net profit 7.3 1.6 5.7 >100 28.3 20.1 14.5 >100
Margins expansion
mainly due to the
GP margin 19.0% 7.4% 11.6% 15.3% 15.8% improvement in
production output
and higher ASP
PBT margin 22.7% 13.0% 13.2% 17.4% 19.2%
Net profit margin 17.8% 10.1% 10.8% 13.9% 15.0%
Core net profit 15.4% 6.4% 9.7% 127%  13.3%

margin

Source: Company, Publicinvest Research

Figure 1: US New home sales data
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KEY FINANCIAL DATA

FYE Aug (RM m) 2019A 2020A 2021F 2022F 2023F
Revenue 147.7 155.4 184.8 195.2 205.0
Operating Profit 255 28.4 28.2 34.0 36.6
Net Finance (Costs) / Income 2.2 2.1 2.2 2.2 2.2
Associates & Affiliates 0.0 0.0 0.0 0.0 0.0
Pre-tax Profit 27.7 30.5 30.4 36.2 38.8
Income Tax -5.6 -6.9 -7.3 -8.7 -9.3
Effective Tax Rate (%) 20% 23% 24% 24% 24%
Minorities 0.0 0.0 0.0 0.0 0.0
Net Profit 22.1 23.6 23.1 27.5 29.5
Core Net Profit 19.7 221 23.1 275 29.5
Growth

Revenue (%) 5.2 19.0 5.6 5.0
Operating Profit (%) 11.6 -0.8 20.7 7.7
Net Profit (%) 6.6 -2.0 19.2 7.2

Source: Company, Publicinvest Research estimates

BALANCE SHEET

FYE Aug (RM m) 2019A 2020A 2021F 2022F 2023F
Property, Plant & Equipment 56.8 61.8 69.3 76.1 82.4
Cash and Cash Equivalents 81.7 77.5 89.2 84.1 88.4
Trade and Other Receivables 8.3 14.7 175 18.5 194
Other Assets 29.5 46.2 52.7 54.0 55.9
Total Assets 176.3 200.3 228.7 232.6 246.1
Trade and Other Payables 5.2 9.8 21.2 12.1 12.6
Short-term Borrowings 0.0 0.0 0.0 0.0 0.0
Long-term Borrowings 0.0 0.0 0.0 0.0 0.0
Other Liabilities 15.6 14.3 20.6 20.6 20.6
Total Liabilities 20.8 24.1 41.9 32.7 33.2
Shareholders’ Equity & Minority 155.5 176.1 186.8 199.9 212.9
Total Equity and Liabilities 176.3 200.3 228.7 232.6 246.1

Source: Company, Publicinvest Research estimates

PER SHARE DATA & RATIOS

FYE Aug 2019A 2020A 2021F 2022F 2023F
Book Value Per Share 0.4 0.4 0.5 0.5 0.5
NTA Per Share 0.4 0.4 0.5 0.5 0.5
EPS (sen) 7.4 5.7 5.6 6.7 7.2
DPS (sen) 3.0 15 3.0 3.5 4.0
Payout Ratio (%) 45.6 28.1 53.6 525 56.0
ROA (%) 11.2 11.0 10.1 11.8 12.0
ROE (%) 12.7 125 12.4 13.8 13.9

Source: Company, Publicinvest Research estimates
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RATING CLASSIFICATION

STOCKS

OUTPERFORM The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months.

NEUTRAL The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months.

UNDERPERFORM The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months.

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but the
underlying fundamentals are not strong enough to warrant an Outperform call.

TRADING SELL The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months.

NOT RATED The stock is not within regular research coverage.

SECTOR

OVERWEIGHT The sector is expected to outperform a relevant benchmark over the next 12 months.

NEUTRAL The sector is expected to perform in line with a relevant benchmark over the next 12 months.

UNDERWEIGHT The sector is expected to underperform a relevant benchmark over the next 12 months.

DISCLAIMER

This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be
permitted by applicable law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of this
document. The views/opinions expressed herein are subject to change without notice and solely reflects the personal views of the analyst(s) acting
in his/her capacity as employee of Public Investment Bank Berhad (“PIVB”). PIVB does not make any guarantee, representations or warranty
neither expressed or implied nor accepts any responsibility or liability as to its fairness liability adequacy, completeness or correctness of any such
information and opinion contained herein. No reliance upon such statement or usage by the addressee/anyone shall give rise to any claim/liability
for loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, connected persons/employees,
associates or agents.

This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase or
subscribe or sell any securities, related investments or financial instruments. Any recommendation in this document does not have regards to the
specific investment objectives, financial situation, risk profile and particular needs of any specific persons who receive it. We encourage the
addressee of this document to independently evaluate the merits of the information contained herein, consider their own investment objectives,
financial situation, particular needs, risks and legal profiles, seek the advice of their, amongst others, tax, accounting, legal, business professionals
and financial advisers before participating in any transaction in respect of any of the securities of the company(ies) covered in this document.

PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may own
or have positions in the securities of the company(ies) covered in this document or any securities related thereto and may from time to time add or
dispose of, or may be materially interested in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related companies,
associates or agents do and/or seek to do business with the company(ies) covered in this document and may from time to time act as market maker
or have assumed an underwriting commitment in the securities of such company(ies), may sell them or buy them from customers on a principal
basis, may have or intend to accommodate credit facilities or other banking services and may also perform or seek to perform 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 entity
mentioned in this document. The analyst(s) and associate analyst(s) principally responsible for the preparation of this document may participate in
the solicitation of businesses described aforesaid and would receive compensation based upon various factors, including the quality of research,
investor client feedback, stock pickings and performance of his/her recommendation and competitive factors. The analyst(s) and associate
analyst(s) may also receive compensation or benefit (including gift and company/issuer-sponsored and paid trips in line with the Bank’s policies) in
executing his/her duties. Hence, the addressee or any persons reviewing this document should be aware of the foregoing, amongst others, may
give rise to real or potential conflicts of interest.
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