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COMPANY RESULTS

Press Metal Aluminium Holdings (PMAH MK)

1Q23: A Soft Start To The Year; Negated By A Better Cost Structure

Results came in below expectations. Cut 2023-24 earnings by 22%/15% to account for
lower all-in aluminium price assumptions. While LME aluminium prices could remain
soft with the subdued economic environment, improving cost structure with a stronger
US dollar could buffer for the shortfall. Every US$100/tonne increase to our
conservative LME aluminium price assumption of US$2,450/tonne could increase
PMetal’s earnings by 16% in 2023. Maintain BUY. Target price: RM5.50.

1Q23 RESULTS

Year to 31 Dec (RMm) 1Q23 gog % chg yoy % chg 3M23 yoy % chg
Revenue 3,071.7 (21.6) (21.7) 3,071.7 (21.7)
EBITDA 585.5 131 (22.1) 585.5 (22.1)
EBIT 4372 195 (28.9) 4372 (28.9)
PBT 392.8 134 (35.5) 392.8 (35.5)
Net profit 282.0 36 (33.0) 282.0 (33.0)
Core net profit 284.8 7.1 (32.9) 284.8 (32.9)
Margins qoq ppt chg yoy ppt chg yoy ppt chg
EBIT 14.2 49 (1.5) 129 (1.5)
PBT 12.8 3.9 2.7 126 2.7
Core net profit 9.3 25 (1.6) 9.1 (1.6)
Source: Press Metal Aluminium Holdings, UOB Kay Hian

RESULTS

¢ Below expectations. Press Metal Aluminium (PMetal) reported 1Q23 core net profit of
RM284.8m (+7.1% qoq, -33% yoy), which accounted for 16% of our and consensus’ full-year
estimates respectively. The negative deviations were due to the lower-than-expected LME
aluminium prices alongside lower contribution from associate earnings. That said, a
commendable core net profit of 9.3% (+2.5ppt qoq) was achieved due to lower material and
freight costs. Meanwhile, net gearing improved further to 0.53x. A first interim single-tier DPS
of 1.75 sen was declared, which represents a 51% payout ratio.

1Q23 sales dropped 22% yoy due to lower all-in aluminium prices on lower demand (LME
aluminium prices: US$2,401/tonne in 1Q23 vs US$3,261/tonne in 1Q22), which was also
reflected by its main Japanese ports (MJP) premium at US$78/tonne in 1Q23 (-51% yoy; -
10% qoq). Core net profit fell by a wider quantum (-33% yoy) mainly due to lower associate
contributions (mainly PTBINTAN). While sales dropped 22% qoq on lower smelting volume
sold, core net profit rose 7% qoq on lower carbon anode price and freight costs.

KEY FINANCIALS

Year to 31 Dec (RMm) 2021 2022 2023F 2024F 2025F
Net turnover 10,994 15,692 15,225 16,001 16,304
EBITDA 1,965 2,614 2,396 2,737 2,699
Operating profit 1,534 2,038 1,931 2,253 2,196
Net profit (rep./act.) 1,030 1,418 1,329 1,592 1,580
Net profit (adj.) 1,036 1,418 1,329 1,592 1,580
EPS (sen) 12.8 17.3 16.2 19.4 19.3
PE (x) 36.9 27.3 29.2 24.4 24.5
P/B (x) 9.8 5.8 5.1 44 3.9
EV/EBITDA (x) 227 171 18.6 16.3 16.5
Dividend yield (%) 0.7 1.1 0.9 1.1 1.1
Net margin (%) 9.4 9.0 8.7 9.9 9.7
Net debt/(cash) to equity (%) 145.8 66.1 51.3 39.0 29.3
Interest cover (x) 121 11.3 10.3 134 15.4
ROE (%) 26.1 26.8 18.6 19.4 16.8
Consensus net profit - - 1,751 1,907 2,267
UOBKH/Consensus (x) - - 0.76 0.83 0.70

Source: Press Metal Aluminium Holdings, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price RM4.73
Target Price RM5.50

Upside +16.3%

(Previous TP RM6.10)

COMPANY DESCRIPTION

Principally involved in the manufacture and
trading of primary aluminium and other
aluminium-based products.

STOCK DATA

GICS sector Materials
Bloomberg ticker: PMAH MK
Shares issued (m): 8,239.6
Market cap (RMm): 38,973.4
Market cap (US$m): 8,467.9
3-mth avg daily t'over (US$m): 44

Price Performance (%)

52-week high/low RM5.54/RM3.97

1mth 3mth 6mth 1yr YTD
(8.2) (8.3) (2.5) (14.0) (3.1)
Major Shareholders %
Alpha Milestone Sdn Bhd 33.8
Koon Poh Weng 7.5
Koon Poh Ming 6.2
FY23 NAV/Share (RM) 0.93
FY23 Net Debt/Share (RM) 0.48
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STOCK IMPACT

o Softer LME aluminium prices a reflection of cautious sentiment. 2022 was a
rollercoaster ride for LME aluminium, with prices reaching an all-time high at
US$3,985/tonne in Mar 22 before ending the year at US$2,380/tonne (2022 average:
US$2,700/tonne). The extreme volatility was a result of supply disruption from the Russia-
Ukraine war (for high prices) while the other side of the pendulum stemmed from the frail
sentiment following the global economic slowdown. While LME aluminium prices were
hovering at the US$2,650/tonne level in Jan 23, the price has retraced to the current level of
US$2,237/tonne mainly due to slowdown in industrial and manufacturing activities while real
estate and consumer goods reflected greater-than-expected contraction.

That said, the likelihood of the rate hike cycle ending, alongside ongoing supply tightness,
could form a tailwind for the suppressed LME aluminium prices. As of May 23, the group has
hedged 35% of US$2,400-2,500/tonne for 2023, 30% of US$2,400/tonne for 2024 and 15%
of US$2,600/tonne for 2025.

Favourable raw material costs to support group’s margins. Despite a slight rise in
alumina prices (1Q23: US$360/tonne, 4Q22: US$318/tonne), alumina-to-aluminium cost
ratio was still favourable at 15% in 1Q23. Note that we have already assumed a higher
alumina cost ratio at 15-16% of our aluminium spot price assumption. Based on our
sensitivity analysis, every US$20/tonne increase to our assumption of US$380/MT would
reduce PMetal's earnings by RM137m, assuming no hedging is done on a fixed
US$2,450/tonne aluminium price and vice versa. Meanwhile, carbon anode prices have
retraced 14% at an average of Rmb6,866/tonne in 1Q23 due to lower PET coke prices.

Win-win synergy with the strategic offtake arrangement with Glencore. Note that
PMetal and Glencore have entered into a 10-year alumina supply and aluminium offtake
arrangement (follow market prices) on 8 Sep 22. Glencore, a Swiss MNC commodity trading
and mining company, is one of the largest globally diversified natural resource companies
and the world’s largest aluminium trader with footprints in over 35 countries. While such an
arrangement supports Glencore’s strategy to increase the supply of green aluminium to the
global market, the synergistic spillover to PMetal would be the green aluminium premium as
well as the value-added products that PMetal can cross sell to Glencore alongside a long-
term partnership that stabilises demand-supply for both sides.

EARNINGS REVISION/RISK

o We cut our 2023-24 earnings by 22%/15% to account for lower all-in aluminium prices (-
US$150/tonne respective to US$2,450-2,550/tonne for 2023-24).

VALUATION/RECOMMENDATION

¢ Maintain BUY with a lower target price of RM5.50, based on a rollover 28.0x 2024F PE
(which is at its -0.5SD below its five-year forward PE mean). Should aluminium prices swing
from our conservative forecast, based on our sensitivity analysis, every US$100/tonne
increase to our current spot aluminium price assumption of US$2,450/tonne in 2023 would
increase PMetal’s earnings by 16% annually, assuming alumina cost of US$380/MT (implies
around 15.5% cost ratio) and carbon anode prices of Rmb7,105/MT.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental
- Smelting plants use electricity generated predominantly from hydroelectric power.

- To achieve: a) 15/30% GHG reduction by 2025/30 from 2020, b) carbon neutrality by
2050, and c) 10% water withdrawal reduction by 2030 from 2016.

¢ Social

- Established group-wide targets in FY18 to increase women’s participation in
managerial positions to 30% and increased females in workforce to 20%.

- In FY20, the group recorded zero work fatalities, with 24% of managerial roles held
by women and 14% of workforce comprised of females.

e Governance

- The company has in place an Anti-Bribery and Anti-Corruption Policy which is in line
with Section 17A of the MACC Act 2009.

- There were zero whistle-blowing and bribery instances in FY20.
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ALUMINIUM AND ALUMINA SPOT PRICES
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KEY ASSUMPTIONS

Year to 31 Dec 2022 2023F 2024F 2025F
Current assumptions

Production volume 1,080,000 1,080,000 1,080,000 1,080,000
(MT p.a.)

Aluminium spot price 2,701 2,450 2,550 2,600
(US$)

All-in aluminium price 2,828 2,580 2,700 2,755
(US$)

MJP Premium 127 130 150 155
Alumina (US$/tonne) 374 380 395 403
EBIT margin (%) 13.0 12.7 141 135
US$/RM rate 4.40 450 450 450
Effective Tax Rate (%) 9.6 11.0 11.0 11.0
Source: PMetal, UOB Kay Hian
SENSITIVITY ANALYSIS

e Alumina: Every US$20/tonne reduction from our alumina
assumption of US$380/tonne in 2023 would increase PMetal's
earnings by RM135m

o Aluminium: Every US$100/tonne increase to our current spot
aluminium price assumption of US$2

Source: PMetal, UOB Kay Hian
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PROFIT & LOSS
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BALANCE SHEET
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Year to 31 Dec (RMm) 2022 2023F 2024F 2025F  Year to 31 Dec (RMm) 2022 2023F 2024F 2025F
Net turnover 15,692 15,225 16,001 16,304 Fixed assets 7,183 7,019 7,300 7,581
EBITDA 2,614 2,396 2,737 2,699 Other LT assets 2,573 2,906 2,785 2,647
Deprec. & amort. 576 464 483 502 Cash/ST investment 460 342 218 129
EBIT 2,038 1,931 2,253 2,196 Other current assets 5,128 5,789 6,809 7,783
Associate contributions 178 173 181 185 Total assets 15,344 16,056 17,111 18,139
Net interest income/(expense) (231) (233) (204) (175) ST debt 1,554 1,254 954 654
Pre-tax profit 1,971 1,871 2,230 2,206 Other current liabilities 1,602 1,594 1,678 1,754
Tax (190) (206) (245) (243) LT debt 3,301 3,001 2,701 2,401
Minorities (363) (336) (393) (383)  Other LT liabilities 868 868 868 868
Net profit 1,418 1,329 1,592 1,580 Shareholders' equity 6,649 7,632 8,810 9,980
Net profit (adj.) 1,418 1,329 1,592 1,580 Minority interest 1,371 1,707 2,101 2,483
Total liabilities & equity 15,344 16,056 17,111 18,139
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2022 2023F 2024F 2025F  Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 2,115 1,522 1,554 1,559 Profitability
Pre-tax profit 1,971 1,871 2,230 2,206 EBITDA margin 16.7 15.7 171 16.6
Tax (162) (206) (245) (243)  Pre-tax margin 12.6 12.3 13.9 135
Deprec. & amort. 576 464 483 502 Net margin 9.0 8.7 9.9 9.7
Associates (178) (173) (181) (185) ROA 9.6 85 9.6 9.0
Working capital changes (337) (668) (937) (897) ROE 26.8 18.6 194 16.8
Other operating cashflows 245 233 204 175
Investing (685) (300) (300) (300) Growth
Capex (growth) (665) (300) (300) (300) Turnover 427 (3.0) 5.1 19
Investments 0 0 0 0  EBITDA 331 (8.4) 14.2 (1.4)
Proceeds from sale of assets 1 0 0 0 Pre-tax profit 36.0 (5.1) 19.2 (1.1)
Others (21) 0 0 0 Net profit 376 (6.3) 19.8 0.7
Financing (1,415) (1,340) (1,379) (1,347) Net profit (adj.) 37.0 (6.3) 19.8 (0.7)
Dividend payments (493) (345) (414) (411) EPS 349 (6.3) 19.8 (0.7)
Issue of shares 964 0 0 0
Proceeds from borrowings 0 0 0 0 Leverage
Loan repayment (1,486) (600) (600) (600) Debt to total capital 377 313 25.1 19.7
Othersfinterest paid (401) (394) (365) (337) Debt to equity 73.0 55.7 415 30.6
Net cash inflow (outflow) 15 (118) (125) (89) Net debt/(cash) to equity 66.1 51.3 39.0 29.3
Beginning cash & cash equivalent 459 460 342 218 Interest cover (x) 11.3 10.3 134 154
Changes due to forex impact (14) 0 0 0
Ending cash & cash equivalent 460 342 218 129

Refer to last page for important disclosures.
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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.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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