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SECTOR UPDATE 

Automobile – Malaysia 
Light At The End Of The Tunnel? 
Industry sales are expected to rebound gradually in 2H21, with more states shifting into 
phase two of the National Recovery Plan, to be bolstered by the SST waiver and pent-
up demand. UMW is our preferred pick within the sector. All of the company’s divisions 
would benefit from the reopening of the economy. Another notable name within the 
sector is MBM Resources. Based on consensus forecast, the stock is trading at an 
inexpensive 6x 2022F PE. Maintain MARKET WEIGHT.  

WHAT’S NEW 
• Sector to fully reopen in Aug 21? Seven states have moved into phase two of the 

National Recovery Plan’s whereby the automobile sector supply chain is allowed to reopen. 
These states contribute to about 25-30% of industry sales historically. We expect more 
states ie Johor and Kedah to be shifted into phase two soon, in turn, the gradual reopening 
of the sector. We also gathered that car distributors are still receiving orders during the 
lockdown through their online sales channels. 

• SST (sales and services tax) waiver and pent-up demand to drive sales. The monthly 
TIV is expected to quickly rebound back to above the 50,000 units mark once the sector is 
allowed to resume operations nationwide. The historically low interest rate provides an 
additional booster as consumers remain motivated to take advantage of the lower cost of 
owning a car. Our revised 2021 TIV forecast of 535,000 units (from 575,000 units) reflects 
the impact of the lockdown, implying a minimal 1.3% yoy growth.  

• New model launches could be delayed. Automakers and distributors that plan to 
introduce new models in 2Q-3Q21 will most likely delay their launches to 4Q21 or 1Q22, 
depending on the COVID-19 and chip shortage situation. Based on our channel checks, 
models that are in the pipeline are Honda City hatchback, the all-new Perodua Alza, Kia 
Carnival, Toyota Camry facelift, Mazda MX-30, and potentially the next generation of Honda 
Civic. 

• Sector’s valuation. The sector is trading at its average historical PE of 13x (2022F 
earnings) as the market is pricing in the expected earnings recovery. Based on companies 
under our coverage, we are forecasting sector earnings growth of 5.6% and 17.2% for 2021 
and 2022, respectively. This is on the back of a 4.2% and 13.6% revenue growth. However, 
the stronger-than-expected recovery might lead to sector’s valuation expansion. Ytd, UMW 
Holdings (UMW) and Bermaz Auto (BAUTO) have outperformed the FBMKLCI. The 
negative news of the total lockdown disrupting the sector’s supply chain was partially offset 
by the extension of the SST exemption, in our view. 

ACTION 
• Maintain MARKET WEIGHT. The optimism towards effective COVID-19 vaccine 

dispensation could catalyse a rotational play back into the cyclical industry which has 
underperformed in 2020 and most of 2021. We expect earnings to rebound once the sector 
reopens on the back of SST exemption and deliveries of new launches. In tandem with this, 
consumer sentiment is expected to recover gradually and discretionary spending is likely to 
pick up. UMW is our preferred sector pick. 

 MARKET WEIGHT 
(Maintained) 
 
SECTOR TOP PICK 
Company Rec TP (RM) 

UMW Holdings BUY 3.80 

Source: UOB Kay Hian 
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PEER COMPARISON 

Company Rating FYE 

Share Price 
14 July 21 

(RM) 

Target 
Price 
(RM) 

Market 
Cap 

(RMm) 

---------- PE ---------- ---------- P/B ---------- ---- EV/EBITDA ---- Dividend Yield 
FY21F FY22F FY21F FY22F FY21F FY22F FY21F FY22F 

(x) (x) (x) (x) (x) (x) (%) (%) 
Bermaz Auto HOLD 4/22 1.49 1.55 1,730.5 13.0 12.6 3.1 2.7 8.5 9.1 4.4 4.0 
UMW Holdings BUY 12/21 2.97 3.80 3,469.8 12.5 10.8 0.7 0.7 7.6 7.4 1.6 1.9 
DRB-Hicom NOT RATED 12/21 1.63 n.a. 3,151.2 19.2 11.7 0.4 0.4 3.0 2.8 1.5 1.6 
Sime Darby NOT RATED 6/21 2.16 n.a. 14,693.5 12.4 11.9 0.9 0.9 5.5 5.2 5.9 5.3 
MBM Resources NOT RATED 12/21 3.14 n.a. 1,227.4 6.5 6.0 0.6 0.6 21.2 18.4 5.9 6.7 
Tan Chong Motor NOT RATED 12/21 1.15 n.a. 750.0 76.7 21.7 0.3 0.3 6.3 4.8 1.7 1.9 

Note: Not Rated stocks’ forecasts are based on consensus 
Source: Respective companies, Bloomberg, UOB Kay Hian 
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• UMW Holdings (UMWH MK/BUY/Target: RM3.80). We remain positive on UMW’s 
prospects. Beyond the MCO, earnings growth will be mainly driven by sales of new launches 
ie Toyota Fortuner (facelift), Innova (facelift) Corolla Cross and Harrier. Its three business 
divisions are expected to benefit from the reopening of the economy. The positive news on 
vaccine deployment should further boost consumer sentiment. Our valuation implies a 12-
month forward PE. The stock is trading at 10.8x 2022F PE, below its 3-year historical 
average of 14.8x PE. 

• In the longer term, UMW is formulating a group-wide transformation, leveraging its current 
business divisions, to seize growth opportunities across the mobility value chain. The 
company has shortlisted several areas of interest within the mobility ecosystem that it is 
keen to explore such as mobility-as-a-service and autonomous solutions. As part of this 10-
year plan, UMW also has set a target of achieving RM20b revenue, RM2b PBT, and RM1b 
PATAMI by 2030.  

• Bermaz Auto (BAUTO MK/HOLD/Target: RM1.55). The stock looks fairly valued, trading 
near its 3-year historical PE mean. The company recently added two new brands − Peugeot 
and Kia, under its belt, which will help it to diversify its earnings and ensure more 
sustainable long-term growth. Nevertheless, the gestational period could take at least one 
year before we see material earnings contributions from the new franchises. The stock is 
trading at 13x FY22 PE, near its 3-year average of 12x PE. 

ESSENTIALS 
• SST exemption extension: Win-win for government and industry. To recap, the 

government has agreed to extend the SST exemption for passenger vehicles for another six 
months, until 31 Dec 21, as part of its PEMERKASA Plus (Program Strategik Memperkasa 
Rakyat dan Ekonomi) initiative to support businesses. The SST exemption would help offset 
the potential impact of the total lockdown and help the sector recover. Without this incentive, 
consumers are likely to be a lot more cautious in committing to big-ticket discretionary 
purchases even after the economy reopens. From the government's perspective, the 
absence of the SST revenue could be offset by higher sales volume through excise duties. 

• Minimal vehicle deliveries expected in June and July. Impact of the current lockdown is 
expected to be similar to that of MCO 1.0, whereby the sector reported minimal sales. The 
automobile sector is classified as non-essential and is allowed to operate with only 10% of 
the workforce starting 1 Jun 21. This would translate into weak 2Q21 and 3Q21’s earnings. 

RISKS 
• A longer-than-expected MCO implementation which could lead to order cancellations and 

cause a downside risk to sector earnings and worse-than-expected impact of the chip 
shortage. 

TIV TREND IN RECENT QUARTERS 
Sales Volume (units) 4Q19 1Q20 2Q20 3Q20 4Q20 1Q21 
Proton 30,263 21,757 15,321 36,469 34,977 32,420 
Perodua 61,587 44,977 29,193 70,842 75,151 57,909 
Toyota/Lexus 21,858 10,583 7,886 18,870 21,981 17,151 
Nissan/Renault 5,885 2,889 1,743 5,141 5,298 2,971 
Honda 20,295 11,100 6,024 17,531 25,813 14,771 
Mazda 2,705 2,723 1,505 3,614 4,299 2,372 
Others 18,703 12,481 6,561 17,913 16,602 11,905 
TIV 161,296 106,510 68,233 170,380 184,121 139,499 
Passenger 146,059 97,064 61,968 154,716 167,217 124,323 
Commercial 15,237 9,446 6,265 15,664 16,904 15,176 

Source: MAA 

 

 NOTABLE 2021 NEW MODEL LAUNCHES
Model Launch Date 
Mazda MX-30 TBC 
Perodua Alza TBC 
Perodua Aruz (facelift) May 21 
Toyota Camry (facelift) 4Q21 
Toyota Fortuner (facelift) Feb 21 
Toyota Innova (facelift) Feb 21 
Toyota Corolla Cross Mar 21 
Toyota Harrier Apr 21 
Kia Carnival TBC 

Source: Media reports, Respective companies, UOB Kay Hian 
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TIV TREND OF KEY MARQUES 
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BERMAZ AUTO’S KEY ASSUMPTIONS 
Year to 30 Apr FY22F FY23F FY24F 
Sales volume (units):    
Mazda    
Malaysia 12,180 14,340 14,490 
Phillipines 1,320 1,950 2,640 
Kia    
Malaysia 1,700 3,000 3,500 
Peugeot    
Malaysia 1,500 2,500 2,800 
    
Forex:    
100¥/RM 3.80 3.80 3.80 
Source: UOB Kay Hian 

UMW’S KEY ASSUMPTIONS 
Year to 31 Dec 2021F 2022F 2023F 
Sales Volume (units):    
Toyota/Lexus 62,000 67,000 67,000 
Perodua 240,000 260,000 260,000 
    
Forex:    
US$/RM 4.00 4.00 4.00 

Source: UOB Kay Hian 
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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  
(ii) 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. 
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This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
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