
 
Price  RM1.26 
Fair Value RM1.05 
52-week High/Low RM1.85/RM0.67 
 
Key Changes  
Fair value  
EPS  
 
YE to Mar FY20 FY21F FY22F FY23F 
      
Revenue (RM mil)  3,352.3  3,739.1  4,313.9  4,991.9 
Core net profit (RM mil)  78.8  108.7  132.1  159.8 
FD Core EPS (sen)  6.5  9.0  11.0  13.3 
FD Core EPS growth (%) (33.4)  37.8  21.6  20.9 
Consensus Net Profit (RM mil) - 105.5  132.9  139.3 
DPS (sen)  2.3  3.2  3.8  4.6 
PE (x)  19.2  14.0  11.5  9.5 
EV/EBITDA (x)  10.9  8.2  6.9  5.8 
Div yield (%)  1.8  2.5  3.0  3.7 
ROE (%)  12.1  15.4  16.9  18.2 
Net Gearing (%)  15.6 nm nm nm 
     
 

Stock and Financial Data  
 
Shares Outstanding (million) 1,204.4 
Market Cap (RM mil) 1,517.5 
Book Value (RM/share) 0.56 
P/BV (x) 2.3 
ROE (%) 12.1 
Net Gearing (%) 15.6 
  
Major Shareholders Oregon Tech Sdn Bhd  (33.8%) 

Dato' Fong Chiu Wan  (26.1%) 
OCBC Ltd  (8.7%) 

Free Float 28.8 
Avg Daily Value (RM mil) 1.5 
 
Price performance 3mth 6mth 12mth 
    
Absolute (%) 53.7 (29.6) (22.2) 
Relative (%) 33.1 (26.6) (14.4) 
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ATA IMS  
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Upside in margins on vertical integration  
Company report UNDERWEIGHT

AmInvestment Bank 
www.amequities.com.my 
03-2036 2333  

(Maintained)

Rationale for report: Company update 

Investment Highlights 

 We maintain our UNDERWEIGHT recommendation ON 
ATA IMS (ATA) with a higher fair value of RM1.05/share 
(previously RM0.98/share), pegged to an unchanged 
CY21F PE of 10x. 

 We raise our FY21F–FY22F forecasts by 4–18% to 
account for higher guided PBT margins premised on the 
effects of its vertical integration efforts and cost 
rationalization in 4QFY20 which has improved its capacity 
utilization 

 Key takeaways from ATA’s 4QFY20 results conference 
call are as follows: 

 Results summary: FY20 core profit of RM79mil 
slumped 31% YoY, impacted by factory closures due 
to the movement control order (MCO) despite 
revenue rising 15% YoY on higher sales orders. PBT 
margins deteriorated to 3.2% (vs 5.2% in FY19) due 
to: (i) operating costs still being incurred despite 
production halts; (ii) production delays and initial 
learning curve for newer models; (iii) higher material 
content costs; and (iv) higher marketing and hiring 
expenses related to its new customers’ projects. 

 Key customer project pipeline for FY21: The group 
secured two new projects, one of which was delayed 
by approx. 5 months to July 2020 due to travel 
restrictions affective approval process, while the other 
project is slated to begin production end-2020. 
Meanwhile, a 3-month order visibility for its key 
customer remains strong. 

  Vertical integration updates: 

o Brush bar: ATA is currently running near full 
capacity, producing 30% of its requirements on 
two machines with plans to commission one more 
machine with larger capacity. The group’s target 
is to produce 60–70% in-house. 

o Wire harness: Production has started for its new 
customers cricut and ecobee. However, 
production for its key customer is pending sample 
approval due to delays relating to Covid-19. 

o PCBA and battery pack: PCBA production 
currently meets 90% of ATA’s requirements on 
14 surface mount technology (SMT) lines while 
battery pack production has been fully self-
sufficient since June 2020. Plans to inject the 
capabilities into ATA is still intact for 2021.  
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 Update on new customers: Production for ecobee, Schneider Electric and Sagemcom are in production while 
cricut production is expected to begin in September 2020. ATA is also quoting for new projects with ODM capability 
with cricut. Meanwhile, production for swiftlabs has yet to begin. As for other potential customers, negotiations are 
ongoing in the quoting and feedback phase where virtual tours have been conducted to overcome travel restrictions. 

 Looking to grasp more customer diversification opportunities: ATA believes that companies looking to improve 
their supply chain resilience after seeing Covid-19 impacts will lead to supplier diversification, on top of US-China 
trade war diversion opportunities. 

 Nevertheless, we continue to like ATA due to its positive long-term prospects but we believe uncertainty in 
demand of customers’ end products due to Covid-19 affecting global sentiments might pose a risk to earnings 
due to its shortened order visibility. Its positive prospects arise from: (i) it being the purest proxy to its key customer 
growth prospects due to it being the key customer’s largest contract manufacturer with the broadest product range; and 
(ii) its move towards being a vertically-integrated player which will put it in a better position to secure more orders and/or 
customers.  

 

 

  

EXHIBIT 1: PB BAND CHART     EXHIBIT 2: PE BAND CHART    
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 EXHIBIT 3: FINANCIAL DATA 
      
Income Statement (RMmil, YE 31 Mar) FY19 FY20 FY21F FY22F FY23F 
        
Revenue  2,908.6  3,352.3  3,739.1  4,313.9  4,991.9 
EBITDA   187.1  148.9  184.3  219.1  261.1 
Depreciation/Amortisation   (25.3) (33.3) (31.2) (35.1) (40.7) 
Operating income (EBIT)  161.7  115.6  153.2  184.0  220.4 
Other income & associates - - - - - 
Net interest (9.2) (8.3) (10.2) (10.2) (10.2) 
Exceptional items - (0.5) - - - 
Pretax profit  152.5  106.8  143.0  173.9  210.2 
Taxation  (39.6) (28.5) (34.3) (41.7) (50.5) 
Minorities/pref dividends  - - - - - 
Net profit  112.9  78.3  108.7  132.1  159.8 
Core net profit  112.9  78.8  108.7  132.1  159.8 
      
Balance Sheet (RMmil, YE 31 Mar) FY19 FY20 FY21F FY22F FY23F 
        
Fixed assets  296.7  337.1  332.2  383.4  442.6 
Intangible assets  76.4  76.4  76.4  76.4  76.4 
Other long-term assets - - - - - 
Total non-current assets  373.1  413.5  408.7  459.8  519.0 
Cash & equivalent  270.6  359.6  214.6  209.5  207.1 
Stock   217.9  369.2  304.9  351.2  405.7 
Trade debtors  738.8  716.3  870.7  1,004.6  1,162.5 
Other current assets  44.2  39.7  39.7  39.7  39.7 
Total current assets  1,271.5  1,484.8  1,430.0  1,605.0  1,815.1 
Trade creditors  634.0  753.0  924.1  1,064.5  1,229.8 
Short-term borrowings  259.9  356.1  150.0  150.0  150.0  
Other current liabilities  4.5  1.7  1.7  1.7  1.7 
Total current liabilities  898.4  1,110.9  1,075.8  1,216.2  1,381.5 
Long-term borrowings  101.9  107.6  50.0  50.0  50.0 
Other long-term liabilities  14.2  12.3  12.3  12.3  12.3 
Total long-term liabilities  116.1  119.9  62.3  62.3  62.3 
Shareholders’ funds  630.1  669.0  739.6  825.5  929.4 
Minority interests - - - - - 
BV/share (RM)  0.55  0.56  0.61  0.69  0.77 
      
Cash Flow (RMmil, YE 31 Mar) FY19 FY20 FY21F FY22F FY23F 
        
Pretax profit  152.5  106.8  143.0  173.9  210.2 
Depreciation/Amortisation  25.3  33.3  31.2  35.1  40.7 
Net change in working capital (205.4)  44.1  80.9 (39.8) (47.1) 
Others  (18.5) (10.8) (24.2) (31.6) (40.3) 
Cash flow from operations (46.1)  173.3  230.9  137.6  163.5 
Capital expenditure (62.1) (39.7) (45.0) (86.3) (99.8) 
Net investments & sale of fixed assets  0.3 - - - - 
Others   12.5  6.7  2.5  2.5  2.5 
Cash flow from investing (49.2) (33.0) (42.5) (83.8) (97.3) 
Debt raised/(repaid)  9.4  8.5 (263.7) - - 
Equity raised/(repaid) - - - - - 
Dividends paid  - (39.6) (38.0) (46.2) (55.9) 
Others    210.8 (22.6) (12.7) (12.7) (12.7) 
Cash flow from financing  220.2 (53.7) (314.4) (58.9) (68.6) 
Net cash flow  124.9  86.6  24.9 (5.1) (2.4) 
Net cash/(debt) b/f  129.2  254.1  340.6  214.6  209.5 
Net cash/(debt) c/f  254.1  340.6  365.6  209.5  207.1 
      
Key Ratios (YE 31 Mar) FY19 FY20 FY21F FY22F FY23F 
        
Revenue growth (%)  26.1  15.3  11.5  15.4  15.7 
EBITDA growth (%)  29.0 (20.4)  23.8  18.9  19.1 
Pretax margin (%)   5.2  3.2  3.8  4.0  4.2 
Net profit margin (%)  3.9   2.3  2.9  3.1  3.2 
Interest cover (x)  17.5  13.9  15.1  18.1  21.7 
Effective tax rate (%)  25.9  26.7  24.0  24.0  24.0 
Dividend payout (%)  35.1  35.0  35.0  35.0  35.0 
Debtors turnover (days)  78  79  77  79  79 
Stock turnover (days)  22  32  33  28  28 
Creditors turnover (days)  72  76  82  84  84 
      

 

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 AmInvestment 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 
constituteAmInvestment’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.  

AmInvestment 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. 

 


