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Earnings summary
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Briefing Takeaways

MBM Resources

Growing momentum into 2HFY 22

MBMR reported core PATMI at RM121.5m for 1HFY22, an exceptional
performance following higher group sales volume and improved cost structure.
Outlook for 2HFY22 remains exciting with high order backlogs (especially
Perodua) while on-going new orders remain relatively healthy, as the economy
has fully reopened. The expected higher sales volume will be able to cushion the
impact of increasing raw material costs, high logistic expenses and USD
appreciation. Maintain BUY on MBMR with unchanged TP: RM5.00 based on 10%
discount to SOP of RM5.60. MBMR offers attractive dividend yields of 6.5%-8.3%
for FY22-24.

1HFY22 results recap. To recap, MBMR reported a strong core PATMI for 1HFY22
with RM121.5m, a stellar growth of +90.7% YoY on owerall higher group sales wlume
and improved margins (from cost-cutting measures being implemented since starting
of the pandemic), while there were series of lockdowns SPLY. The group has completed
the disposal of discontinued OMI Alloy, netting disposal gain of RM40.9m in 1HFY22.

2HFY22 outlook. Demand for new cars remained strong with Perodua dealership
(DMMS) having order backlog of average 8 months (depending on model variants),
while other dealerships hawve order backlog of 2-3 months. Management indicated the
dealerships are still receiving considerable new bookings (20-30% lower as compared
to monthly average in 1HFY22). Management expects owerall industry TIV may go
beyond 630k units (forecasted by MAA). While demand remained strong, the industry
may be challenged by the ongoing supply chain shortage (mainly due to labour issue),
increasing material costs, logistics expenses and USD appreciation. The improving
demand for aftersales senices (fetching higher margins) will also benefit the group.

Perodua. Associate Perodua achieved sales wlume of 125.7k units in 1HFY22,
potentially to surpass its current set sales target of 247.8k units (+30.2% YoY).
Management is expected to revise its target given the current high order backlogs of
over 240k units, after taking into account of productions and supply chain issues.
Perodua will focus on fulfilling its order backlog by 31 Mar 2023, by ramping up overall
production capacity and supporting the vendors. Newly launched Alza replacement
received more than 39k orders (as compare to planned production rate of 3.5k
units/month). Perodua is poised to register a new record high sales wlume in 2022,
resulting exceptional high earnings for the year and a potential high dividend payout.

Dividend. The group has announced an attractive interim 6 sen/share dividend payout
and special 10 sen/share (following disposal of OMI Alloy) or RM62.5m for 1HFY22.
Management guided for another second interim dividend and final dividend for 2HFY22.
With the indicative continued high dividend payout from Perodua and strong earnings
of group subsidiaries and JV, we expect total dividend for FY22 to be higher than our
assumed 22 sen/share. The current net cash position of MBMR group remains healthy
at 62.9 sen/share.

Forecast. Unchanged.

Maintain BUY, TP: RM5.00. Maintain BUY on MBMR with an unchanged TP of RM5.00
based on 10% discount to SOP: RM5.60. MBMR is currently in a net cash position (62.9
sen/share) with continued earnings and cash flow growth, by leveraging onto the strong
demand for Perodua models. MBMR offers attractive dividend yields of 6.5%-8.3% for
FY22-24.
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Financial Forecast

All items in (RM m) unless otherwise stated

Balance Sheet

Income Statement

FYE Dec FY20 FY21 FY22f FY23f FY24f FYE Dec FY20 FY21 FY22f FY23f FY24f
Cash 271.0 260.9 2443 289.2 310.8 Revenue 1,793.5 1,528.7 1,938.2 1,895.2 2,025.9
Receivables 157.9 160.6 176.8 173.3 183.8 EBITDA 60.9 61.0 58.7 60.0 63.7
Inventories 56.1 93.5 96.9 94.8 101.3 EBIT 43.7 43.5 413 42.7 46.6
PPE 282.7 274.9 265.7 256.6 247.7 Finance cost 3.0 3.1 3.9 4.4 4.4
Others 1,488.2 1,571.0 1,697.2 1,813.7 1,930.1 Associates & JV 159.5 163.9 234.2 2144 2144
Assets 2,255.9 2,361.0 2,480.9 2,627.6 2,773.7 Profit before tax 206.5 210.8 281.4 263.5 267.4
Tax (16.3) (15.2) (13.9) (14.0) (15.1)
Payables 132.8 138.0 142.0 139.7 146.1 Net profit 190.2 195.7 267.5 249.5 252.3
Debt 7.0 234 0.0 0.0 0.0 Minority interest (23.4) (24.3) (27.4) (26.9) (27.3)
Others 13.4 11.4 11.4 11.4 11.4 Core PATMI 166.2 151.0 2401 222.6 225.0
Liabilities 153.3 172.8 153.4 151.1 157.5 Exceptionals (7.2) 20.3 0.0 0.0 0.0
Reported PATMI 159.0 171.2 2401 222.6 225.0
Shareholder's equity 1,825.7 1,918.0 2,040.8 2,173.5 2,296.9
Minority interest 277.0 270.3 286.7 302.9 319.2 Consensus core PATMI 207.3 2143 224.3
Equity 2,102.7 2,188.3 2,327.6 2,476.4 2,616.2 HLIB/ Consensus 115.8% 103.9% 100.3%
Cash Flow Statement Valuation & Ratios
FYE Dec FY20 FY21 FY22f FY23f FY24f FYE Dec FY20 FY21 FY22f FY23f FY24f
EBITDA 60.9 61.0 58.7 60.0 63.7 Reported EPS (sen) 40.7 43.8 61.4 57.0 57.6
Net interest 3.0 3.1 3.9 44 44 Core EPS (sen) 42.5 38.6 61.4 57.0 57.6
Working capital 33.1 (34.5) (15.6) 34 (10.6) P/E (x) 8.0 8.8 55 6.0 5.9
Taxation (14.5) (16.4) (13.9) (14.0) (15.1) EV/EBITDA (x) 17.4 17.8 18.4 17.3 15.9
Others 0.4 (0.8) 0.0 0.0 0.0 DPS (sen) 20.0 26.0 22.0 25.0 28.0
CFO 82.9 12.4 33.2 53.7 42.3 Dividend yield 5.9% 7.7% 6.5% 7.4% 8.3%
BVPS (RM) 4.67 4.91 5.22 5.56 5.88
Capex @.7) 9.0 (8.2) (8.2) (8.2) P/B (x) 0.7 0.7 0.6 0.6 0.6
Dividends received 349 71.1 110.0 100.0 100.0
Others 15.8 (1.0 0.0 0.0 0.0 EBITDA margin 3.4% 4.0% 3.0% 3.2% 3.1%
CFI 46.0 61.1 101.8 91.8 91.8 EBIT margin 2.4% 2.8% 2.1% 2.3% 2.3%
PBT margin 11.5% 13.8% 14.5% 13.9% 13.2%
Changes in debt (28.2) 19.1 (23.4) 0.0 0.0 Net margin 10.6% 12.8% 13.8% 13.2% 12.5%
Shares issued 0.0 0.0 0.0 0.0 0.0
Dividends (92.2) (109.2) (128.2) (100.7) (112.5) ROE 7.5% 6.5% 9.9% 8.7% 8.3%
Others (2.4) (3.1) 0.0 0.0 0.0 ROA 9.3% 9.9% 12.4% 1M1.7% 1.1%
CFF (122.8) (93.2) (151.6) (100.7) (112.5) Net gearing N.Cash N.Cash N.Cash N.Cash N.Cash
Net cash/share (sen) 67.5 60.8 62.5 74.0 79.5
Net cash flow 6.1 (19.7) (16.6) 44.9 21.6
Forex 0.0 0.0 0.0 0.0 0.0 Assumptions
Others (0.7 9.6 0.0 0.0 0.0 FYE Dec FY20 FY21 FY22f FY23f FY24f
Beginning cash 265.6 271.0 260.9 2443 289.2 Dealership Sales ('000)
Ending cash 271.0 260.9 244.3 289.2 310.8 Volvo, VW, Mitsubishi 1.4 1.2 15 1.3 1.5
Hino 1.6 1.5 2.2 2.3 24
Perodua 223 14.9 19.4 19.4 19.4
Associate Sales ('000)
Hino 34 5.0 5.5 5.8 6.0
Perodua 2194 191.7 2426 242.8 2431
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Figure #1 MBM Resources SOP
Stakes Value (RMm) RM/Share Basis
Perodua 22.6% 1,808.0 4.63 Based on FY23 PE 10x. Sustaining largest market share.
Autoliv Hirotako 51.0% 86.6 0.22 Based on FY23 PE 6x. Benchmarked against other auto part and component
manufacturers.
. Based on P/NTA valuation. Conservatively, weassigned 0.7x P/NTA for OMI,
Others Various 2923 0.75 dealerships and other businesses, which has NTA values of RM455.0m based on FY21.
Subtotal 2,187.2 5.60 Implied FY22 P/E of 9.1x
Target Price (RM) 5.00 Holding Company Discount 10%
Noof Shares 390.8 Asat end FY21

Company, HLIB Research

Figure #2 DMSB - Daihatsu Truck Sales
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Figure #3 DMSB - Hino Truck Sales
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Figure #4 DMMS - Perodua Sales
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Figure #5 FAHB - Volvo Sales
. . + 99.6% y-o-y
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Figure #6 FAHB - Volkswagen Sales
) | < +80.5% y-o-y
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Company
Figure #7 Associate Perodua Sales
+27.3 % y-o-y
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Figure #38 Associate Hino Sales
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Figure #9 MBM Resources Group After Sales Throughput
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Company
Figure #10 OMI - Steel Wheels
Auto Parts Manufacturing Unit Sales (‘000) +27.0% y-o-y
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Figure #11 OMI - Tyre Assembly
Auto Parts Manufacturing Unit Sales (‘000) +32.9% y-o-y
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Figure #12 Autoliv - NVH products
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Auto Parts Manufacturing Unit Sales (‘000) +30.4% V'°'V
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Figure #13 Autoliv Hirotako - Seatbelts
+ 28.0% y-o-y
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Figure #14 Autoliv Hirotako - Airbags
+44.7 % y-o-y
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Figure #15 Autoliv Hirotako - Steering Wheels
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+35.8% y-o-y
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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 ime 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 representaion that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represents a personal
recommendation fo you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to 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 securifies mentioned herein or any securities related thereto, and may further act as market maker or have assumed underwrifing
commitment or deal with such securiies 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 strictly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. Al
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, fransmitted 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 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 29 August 2022, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:
@) -

2. As of 29 August 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) -

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

Stockrating guide

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

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

SELL Expected absolute retumn 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 stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitaive definitions, other
qualitative measures and siftuational aspects will also be considered when amiving at the final stock rating. Stock raing may also be affected by the market capitalisation of
the individual stock under review.
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