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We maintain our BUY recommendation on V.S. Industry (VSI)
with an unchanged fair value of RM1.27/share, pegged to an
FY23F PE of 16x. Our target PE is based on 1 standard
deviation above VSI's 3-year average. We make no
adjustment to our neutral 3-star ESG rating (Exhibit 3).

Our forecasts are maintained following VSI's 3QFY22 results
briefing. Below are the key takeaways:

» Management expects 2,000 migrant workers from
Myanmar to arrive by the end of FY22F with another 1,700
workers joining by September. The additional workforce
of 3,700 should allow VSI to sustain its fulfilment of
orders until the December 2022.

» Supply chain disruptions remain a key operational
headwind to the group. However, management noticed
that the bottleneck is easing. The group continues to be
prudent in its inventory management, particularly on
printed circuit board components.

» Our FY23F revenue of RM4.8bil is in line with
management guidance range of RM4.5bil to RM4.8bil.
While we expect its coffee brewer and US-based clients’
revenue to trend lower, increasing orders from
customers X and Y may be able to offset the declines.

> Notably, the group has received 4 additional models for
assembly from customer X, in which production is
expected to double from the existing level. This has been
incorporated into our FY23F assumption.

» Interms of the independent review on labour practices by
PwC Consulting, the group highlighted that the results of
the audit should be available by mid-July. We do not
expect any surprises as the group has been proactive in
updating ESG-related issues. Recall that the review
commenced on 3 March 2022 with completion expected
in 4 months.

While we are upbeat on the improving labour situation, we
remain cautious on other challenges brought about by the
Covid-19 pandemic and Russia-Ukraine conflict. These
include persistent supply chain disruptions and a
stagflationary outlook, leading to weaker demand for
discretionary goods.
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® Nonetheless, we remain positive on VSI's longer term outlook, underpinned by its:
(i) ability to offer turnkey electronic manufacturing services solutions as a vertically integrated player;
(ii) improving overseas operations supported by higher sales orders as well as better cost rationalisation
initiatives in China; and
(iii) ongoing commitment to better ESG standards, particularly on improving employees’ welfare.

® The stock currently trades at a compelling FY23F PE of 12x vs. its 5-year average of 14x and peaks of over 20x.
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EXHIBIT 3: ESG RATING

Overall

Energy efficiency

Recycling & waste management
Reliance on local suppliers
Employee wellbeing

Human capital development
Corporate social responsibility
Board diversity

Accessibility & transparency

* % Ok % b Ok % % %

* % Ok % b Ok % % %

* % Ok % b Ok % % %
%

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on
fundamental fair value based on the overall ESG rating as appraised by us
from 1-star to 5-star.

AmlIinvestment Bank Bhd
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EXHIBIT 4: FINANCIAL DATA

Income Statement (RMmil, YE 31 Jul) FY20 Fy21 FY22F FY23F FY24F
Revenue 3,243.2 4,002.3 4,580.0 4,800.1 5,030.8
EBITDA 253.2 438.6 349.6 549.7 575.3
Depreciation/Amortisation (91.8) (1015) (101.7) (104.4) (108.6)
Operating income (EBIT) 161.3 337.1 247.9 4453 466.7
Other income & associates 17.3 23.7 (0.7 (0.7 0.7
Net interest (10.2) (7.3) (5.2) (6.0) (4.8
Exceptional items (15.0) (24.3) - - -
Pretax profit 153.4 329.1 242.0 438.6 461.2
Taxation (48.9) (87.5) (58.2) (105.4) (110.8)
Minorities/pref dividends 12.0 3.7 3.7 3.7 3.7
Net profit 116.5 2453 187.5 336.9 354.1
Core net profit 1315 269.7 187.5 336.9 354.1
Balance Sheet (RMmil, YE 31 Jul) FY20 FY21 FY22F FY23F FY24F
Fixed assets 846.9 1,012.8 964.6 913.9 888.8
Intangible assets - - - - -
Other long-term assets 259.7 253.8 253.1 252.4 251.8
Total non-current assets 1,106.6 1,266.5 1,217.7 1,166.3 1,140.6
Cash & equivalent 404.5 686.3 911.1 1,092.0 1,086.3
Stock 331.8 523.6 626.0 628.0 658.2
Trade debtors 884.4 1,019.8 1,167.0 1,223.0 1,281.8
Other current assets 2.3 1.0 1.0 1.0 1.0
Total current assets 1,623.0 2,230.7 2,705.0 2,944.1 3,027.3
Trade creditors 578.4 856.9 1,024.3 1,027.7 1,077.1
Short-term borrowings 224.0 180.0 170.0 170.0 150.0
Other current liabilities 29.4 29.4 29.4 29.4 29.4
Total current liabilities 831.8 1,066.3 1,223.7 1,227.1 1,256.5
Long-term borrowings 23.4 110.0 115.0 115.0 115.0
Other long-term liabilities 89.3 89.3 89.3 89.3 89.3
Total long-term liabilities 112.8 199.3 204.3 204.3 204.3
Shareholders’ funds 1,709.0 2,041.5 2,148.2 2,339.9 2,541.4
Minority interests 167.6 177.0 1733 169.5 165.8
BV/share (RM) 0.92 0.54 0.57 0.62 0.67
Cash Flow (RMmil, YE 31 Jul) FY20 FY21 FY22F FY23F FY24F
Pretax profit 153.4 329.1 242.0 438.6 461.2
Depreciation/Amortisation 91.8 1015 101.7 104.4 108.6
Net change in working capital 71.2 (581.0) (82.1) (54.8) (39.6)
Others 6.3 267.1 (57.6) (104.8) (110.2)
Cash flow from operations 322.7 116.7 204.1 383.5 420.1
Capital expenditure (120.6) (200.0) (50.0) (50.0) (80.0)
Net investments & sale of fixed assets 8.0 - - - -
Others 37 - - -
Cash flow from investing (108.9) (200.0) (50.0) (50.0) (80.0)
Debt raised/(repaid) (173.3) 425 (5.0 - (20.0)
Equity raised/(repaid) 205 59.4 - -
Dividends paid (48.1) (105.7) (80.8) (145.2) (152.6)
Others (33) - - - -
Cash flow from financing (204.2) (3.8) (85.8) (145.2) (172.6)
Net cash flow 28.8 (755) 68.3 188.2 167.5
Net cash/(debt) b/f 329.6 361.2 3714 439.7 627.9
Net cash/(debt) c/f 361.2 293.3 439.7 627.9 795.4
Key Ratios (YE 31 Jul) FY20 FY21 FY22F FY23F FY24F
Revenue growth (%) (185) 23.4 14.4 4.8 4.8
EBITDA growth (%) (16.2) 73.3 (20.3) 57.2 4.7
Pretax margin (%) 4.7 8.2 5.3 9.1 9.2
Net profit margin (%) 3.6 6.1 4.1 7.0 7.0
Interest cover (x) 15.8 46.0 473 74.1 96.5
Effective tax rate (%) 31.9 26.6 24.1 24.0 24.0
Dividend payout (%) 413 43.1 38.6 38.6 38.6
Debtors turnover (days) 100 93 93 93 93
Stock turnover (days) 757 1,005 1,284 1,225 1,225
Creditors turnover (days) 1,320 1,645 2,101 2,005 2,005
Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by AmlInvestment Bank Berhad (“‘AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmInvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, AmInvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constitute AmInvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of AmInvestment’s affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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