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EPMB is a leading Tier-1 supplier of Proton

and Perodua.
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1HFY12 Results Review

EP Manufacturing

Running Out of Time

EPMB’s 1H earnings came in weaker at RM15.7m, on the back of lower revenue
due to deteriorating sales from Proton. However, with Proton ramping up sales
amid declining inventory pile coupled with seasonal festivals in 2H, we expect a
better performance from EPMB in 2H. Meanwhile, the company has requested for
a time extension for the Maju Expressway (MEX) acquisition as it has yet to
receive the Government’s approval. We maintain our TRADING BUY and FV of
RM0.94, which is based on a sum-of-the-parts valuation.

Hit by Proton, but results in line. EPMB’s 1H earnings of RM15.7m were weaker by
38% y-0-y (-19% g-0-q and -21% YTD) on the back of lower revenue as a result of
deteriorating sales from Proton. Production came in weaker during the period, following
the stringent lending guidelines implemented early this year. As 1H’s earnings
accounted for 46% of our full year forecast for EPMB, we deem results to be in line with
our estimate. Note that we have incorporated a substantial interest cost to finance the
MEX acquisition. As such, we are estimating a profit of RM33m from just its auto
division, which, after factoring in the interest cost, will result in a net profit of RM15.2m
for the group in FY12.

A better 2H. With Proton ramping up sales amid declining inventory pile coupled with
seasonal festivals in 2H, we anticipate a better performance for EPMB then. Revenue
from its water division is also growing at an encouraging pace, up 60% YTD, as its
bottomline losses have narrowed substantially from RM2.3m to RM0.6m. The higher
volume will ultimately improve overall efficiency and consequently, its bottomline.

MEX acquisition still pending. EPMB has requested for a time extension to fulfill the
conditions precedent of the Acquisition Agreement and is currently in the midst of
negotiating with MEX concessionaire Maju Expressway SB to finalise the extension to
the cut-off date. It remains to be seen whether the Government will approve the
controversial deal given the commercial sensitivity and public flak.

Maintain TRADING BUY. Our FV of RM0.94 is based on the sum-of-parts method as
illustrated below.

Figure 1: Sum of parts
FV of EPMB at a lower PE of 4x from 5x due to risk based on FY12 EPS (m) 81.77

DCF value of MEX (WACC of 11.1%) 1613.06

Net Debt (m) -1502.68

Equity Value of EPMB (m) 192.16

Number of shares issued (m) (diluted share base from 50m new shares) 204.42

FV per share (RM) 0.94
FYE Dec (RMm) FY10 FY11 FY12f FY13f FY14f
Revenue 587.5 577.1 698.9 835.5 890.6
Core Net Profit 25.7 39.4 15.2 20.4 32.4
% chg y-0-y -35.30% 53.3% -61.3% 34.1% 58.7%
Consensus 26.1 30.3 32.4
EPS (sen) * 12.6 19.3 7.5 10.0 15.9
DPS (sen) * 2.0 2.0 0.0 2.0 2.0
Dividend yield (%) 25 25 0.0 25 25
ROE (%) 10.6 13.8 45 5.7 8.4
ROA (%) 4.4 6.9 0.6 0.9 15
PER (x) 6.4 4.2 10.7 8.0 5.0
BV/share (RM) * 1.2 1.3 1.5 1.8 2.0
P/BV (x) 0.7 0.6 0.5 0.5 0.4
EV/EBITDA 2.3 1.8 12.0 11.6 10.4

*Number of shares based on enlarged share base (of 204.42m) upon MEX acquisition.
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Results Table (RMm)

2QFY11 1QFY12 2QFY12 Q-0-Q Y-0-Y 1HFY11 1HFY12 YTD Remarks
Lower, due to a drop in production
Revenue 140.5 137.7 124.6 -9% -11% 266.0 262.3 -1% from Proton
Operating expenses -111.6 -109.7 -103.8 -5% -7% -210.8 -213.5 1%
Other income 0.9 2.9 1.3 -55% 47% 1.6 4.2 163%
Poor economies of scale from
EBITDA 29.8 30.9 221 -28% -26% 56.9 53.0 -7% lower volume churned
Depreciation and
amortization -15.8 -17.9 -11.8 -34% -25% -32.0 -29.7 7%
Operating income 14.0 13.0 10.3 -21% -27% 24.9 23.3 -7%
Finance costs -2.5 -2.5 -2.4 -4% -3% -4.9 -4.9 0%
Interest income 0.2 0.1 0.1 79% -22% 0.3 0.2 -37%
Net finance costs -2.3 2.4 -2.3 -6% -1% -4.7 -4.7 0%
PBT 11.7 10.6 8.0 -24% -32% 20.2 18.6 -8%
Tax -0.4 -1.8 -0.9 -49% 119% -0.3 -2.7 816%
PAT 11.3 8.7 7.1 -19% -37% 19.9 15.8 -20%
Ml 0.0 0.0 0.0 -11% 0.0 -0.1
Within estimates, accounting for
PATAMI 11.3 8.7 7.0 -19% -38% 19.9 15.7 -21%  46% of our forecast for EPMB
EPS (sen) 6.8 5.2 4.2 -19% -38% 12.0 9.5 -21%
DPS (sen) 1
Margin takes a pinch on lower
EBITDA Margin (%) 21.2 22.4 17.8 -4.7 -3.5 21.4 20.2 -1.2  volume
PATAMI Margin (%) 8.0 6.3 5.6 -0.7 -2.4 7.5 6.0 -1.5
NTA per Share (RM) 0.94 1.22 1.30 0.94 1.30
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EARNINGS FORECAST

FYE Dec (RM’m) FY10 FY11 Fy12f FY13f FY14f
Revenue 587.5 577.1 698.9 835.5 890.6
EBIT 38.0 41.0 60.1 122.0 136.7
PBT 325 29.6 18.0 24.2 43.3
El - 1.3 - - -
Net Profit 25.7 38.1 15.2 20.4 324
Core Net Income 25.7 39.4 15.2 20.4 32.4
EPS (sen) 12.6 19.3 7.5 10.0 15.9
DPS (sen) 2.0 2.0 0.0 2.0 2.0
Margin

EBITDA 21.2% 21.6% 19.2% 16.7% 16.4%
EBIT 6.5% 7.1% 8.6% 14.6% 15.4%
PBT 5.5% 5.1% 2.6% 2.9% 4.9%
Core Net Profit 4.4% 6.8% 2.2% 2.4% 3.6%
ROE 10.6% 13.8% 4.5% 5.7% 8.4%
ROA 4.4% 6.9% 0.6% 0.9% 1.5%

Balance Sheet

Fixed Asset 405.6 356.1 2011.4 1941.1 1870.8
Current Asset 180.3 194.2 338.3 302.2 322.7
Total Assets 585.8 550.3 2349.7 2243.3 21935
Current Liabilities 241.8 201.0 379.4 342.9 347.2
Net current liabilities -61.6 -6.8 -41.1 -40.7 -24.5
LT Liabilities 80.5 73.8 1629.5 1543.2 1460.8
Shareholder's funds 243.5 275.5 340.7 357.1 385.5
Net Gearing 64% 33% 435% 416% 360%
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OSK Research Guide to Investment Ratings

: Share price may exceed 10% over the next 12 months

: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain
: Share price may fall within the range of +/- 10% over the next 12 months
: Target price has been attained. Look to accumulate at lower levels
: Share price may fall by more than 10% over the next 12 months
: Stock is not within regular research coverage

All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed will be
subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or financial
instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment decision-making
based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest and/or underwriting
commitments in the securities mentioned.

Distribution in Singapore

This research report produced by OSK Research Sdn Bhd is distributed in Singapore only to "Institutional Investors", "Expert Investors" or "Accredited
Investors" as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not an "Institutional Investor", "Expert Investor" or "Accredited
Investor", this research report is not intended for you and you should disregard this research report in its entirety. In respect of any matters arising from,
or in connection with, this research report, you are to contact our Singapore Office, DMG & Partners Securities Pte Ltd ('DMG").

All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from OSK Research.
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