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SECTOR UPDATE

Automobile — Malaysia
Sales Continue To Grow, On Track To Beat 600,000 Level

MAA’s August TIV came in at 66,614 units (+36% mom, +270% yoy), bringing ytd TIV to
447,209 units (+6% ytd). This is 74% of our 2022 TIV forecast of 605,000 units (+19%
yoy). We make no changes to our 2022 TIV as we believe the sales could taper off
towards 4Q22. Beyond here, we believe 2023 could see a cyclical car demand downturn
from a high base. Maintain UNDERWEIGHT.

WHAT’S NEW

¢ Strong ytd performance. The Malaysian Automotive Association’s (MAA) total industry
volume (TIV) grew 36% mom to 66,614 units in Aug 22. Most of the key brands reported
sequentially stronger sales volume, bringing the ytd TIV to 447,209 units (+62% ytd) and
74% of our 2022 TIV forecast of 605,000 units. The better sales recorded in August were
due higher production ramp-up by car makers to ensure cars booked prior to the expiry of
sales and service tax (SST) exemption would be able to register before 31 Mar 23 to
qualify for the SST exemption.

No changes to our 2022 TIV forecast of 605,000 units vs MAA’s new TIV forecast of
630,000 units. We remain conservative by maintaining our 2022 TIV forecast which
implies a 19% improvement vs 2021 as we expect: a) the ongoing automobile chip and
component shortages may dampen car production, b) the higher interest rate
environment may dampen sentiment in the domestic auto sector, and c) all the pre-
booking before sales tax exemption period will taper off by year end.

EV models launching in the pipeline. BAUTO has recently launched the KIA EV6 and
Mazda MX-30 at end-Jun 22 as well as completely knocked down (CKD) KIA Karnival in
Jul 22. In addition to this, BAUTO is expected to launch the second CKD model SUV
Sorento in 1Q23, followed by the third CKD model Sportage in 4Q23. As for Peugeot,
BAUTO will introduce a pick-up model New Landtrek in 3Q22 and potentially a New e-
2008 EV in 4Q22. Additionally, the arrival of the all-new Perodua Alza and soon to be
launched Toyota Veloz, which take the place of the now-discontinued Toyota Avanza, are
two other noteworthy models.

ACTION

o Maintain UNDERWEIGHT. The sector is trading at 10.4x 2023F PE, which is still at a
slight discount to its historical five-year PE mean. We believe 2023 could see cyclical car
demand downturn from a high base. Additionally, the ongoing weakening of the ringgit
against the US dollar and the prolonged chip shortage could pose downside risks to the
sector's earnings. Based on the companies under our coverage, we are forecasting a
6.3% and 6.8% fall in sector revenue and earnings in 2023 respectively.

o Bermaz Auto (BAUTO MK/HOLD/Target: RM1.92). This is based on ascribed PE of 12x
to its FY23 EPS (which is the sector’s five-year mean). Key re-rating catalysts for the
stock: a) localisation of KIA Carnival and CX-30 (1Q23) and two other KIA models
(Sorento and Sportage) which will improve margins, b) the Kia and Peugeot franchises
gaining traction at a faster-than-expected rate, and c) launches of new models as BAUTO
will introduce pick-up model New Landtrek (4Q22) and potentially New e-2008 EV
(1Q23).
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PEER COMPARISON
Share Price  Target ~ Market PE P/B ---- EVIEBITDA ----
Company Rating FYE 21 Sep 22 Price Cap FY22F  FY23F  FY22F  FY23F  FY22F  FY23F
(RM) (RM)  (RMm) &) ) () X ) )
Bermaz Auto HOLD 4122 1.93 1.92 2,241.9 12.0 119 31 2.7 7.2 72
UMW Holdings HOLD 12/22 315 310 3,689.1 10.3 11.9 0.7 0.6 6.6 71
DRB-Hicom NOT RATED 12122 1.45 n.a. 2,803.2 131 10.2 0.4 04 55 49
Sime Darby NOT RATED 6/22 2.20 n.a. 14,981.8 124 11.6 0.9 0.9 6.3 6.1
MBM Resources NOT RATED 12/22 334 n.a. 1,305.6 6.1 6.0 0.7 0.6 20.8 20.2
Tan Chong Motor NOT RATED 12122 1.13 n.a. 730.4 102.7 323 0.3 0.3 6.2 5.8

Note: Not Rated stocks’ forecasts are based on consensus
Source: Respective companies, Bloomberg, UOB Kay Hian
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¢ UMW Holdings (UMWH MK/HOLD/Target: RM3.10), This is based on 12x 2023F target
PE (which is the sector’s five-year mean). We expect car sales to be supported by its first
locally-assembled hybrid EV (Toyota Corolla Cross) and Toyota Camry new facelift.
Meanwhile, volume in 2023 would be supported by: a) the newly-launched Toyota Veloz,
which replaces the now-discontinued Toyota Avanza, and b) the introduction of the all-
new Perodua Alza which is gaining traction at a faster-than-expected rate.

ESSENTIALS

* Sales volume for remaining months looks uncertain. While the chips and component
shortages have eased, we gather that that some car makers are still not fully spared from
the supply chain disruption. We expect sequentially stronger TIV in Aug 22, as car
makers continue to ramp up their production to clear massive backlog orders and
expedite delivery of vehicles to customers before the registration period to enjoy the SST
exemption which ends in Mar 23.

Order backlog remains strong but new booking order started to slow down. We
gather that while backlog orders across most of the car makers have been strong since
May and June as buyers frontloaded purchases during the tax holiday period, orders
have slowed down starting from July as anticipated. We estimate that the total current
backlog order across all top key marques stood at 410,000 units. Perodua recorded the
highest number of bookings with over 240,000 units, followed by Proton with 60,000 units
and Honda with 50,000 units, while Mazda has a total booking of 8,500 units.

Budget 2023 wish list: EV tax breaks extension. Currently, the government is offering
100% exemption of import and excise duties as well as zero road tax for CBU electric
cars up to 31 Dec 23, and 100% duty exemption for CKD electric cars up to 31 Dec 25.
According to MAA, only 274 units of new electric vehicles (EV) were registered in 2021,
from TIV of 508,911 units. We believe that it is crucial for the government to extend the
tax breaks for EVs in the upcoming Budget 2023 to support the growth of the EV industry
in Malaysia. We also noted that MAA is hoping for incentives of up to 10 years from the
government to attract more buyers to explore into the EV market.

RISKS

* Downside risks to sector: a) Worse-than-expected impact of the chip shortage crisis, b)
weakening of the ringgit, and c) the prolonged Russia-Ukraine conflict which could hit
production growth for the rest of 2022.

TOP 5 KEY MARQUES YTD

----------- Sales (Units) -----------  -------- Market Share (%) --------  -----=---=---- Ranking --------------
Make Jan-Aug22 Jan-Aug2l Jan-Aug?22 Jan-Aug2l Jan-Aug22 Jan-Aug 2l
Perodua 171,728 104,933 384 38.2 1 1
Proton 83,441 60,997 18.7 22.2 2 2
Toyota 61,638 38,085 13.8 139 3 3
Honda 52,989 26,988 11.8 9.8 4 4
Mazda 9,680 6,300 22 2.3 5 5
Others 67,733 37,297 15.1 13.6 nla n/a
TIvV 447,209 274,600 100.0 100.0 n/a nfa
Passenger 397,100 243,851 88.8 88.8 n/a nfa
Commercial 50,109 30,749 11.2 11.2 n/a nfa
Source: MAA
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.
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