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EPMB is a leading Tier-1 supplier of Proton

and Perodua.
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FY11 Results Review

EP Manufacturing

Driving Into a Better Year

EPMB’s 4Q numbers were hit by higher raw material prices and interest expenses
although these were offset by a tax deferred credit. The higher costs led to a
sharp drop in margins, which shrank 3ppts to 3.34%. We remain positive on EPMB
as we expect the company’s earnings to be propelled by higher revenue from
Proton and Perodua. As such, we maintain our earnings projections, with our BUY
call retained. Our FV of RM1.38 is premised on a cheap 5x FY12 PE.

Hit by higher financing costs. EPMB recorded a poor set of results operationally in 4Q
as its financing costs soared 42% g-0-q and 107% y-o-y amid higher raw material prices,
despite chalking up stronger sales during the quarter. Nonetheless, its weaker
bottomline was offset by a substantial deferred tax credit, which cushioned the overall
impact. Stripping off unrealized forex losses which we consider as exceptional items,
EPMB reported a FY11 core net profit of RM39.4m (y-o0-y: +53%, 4Q: g-0-q: -4%) on the
back of RM577m revenue (y-o-y: -2%, g-0-¢: +19%), which was in line with our estimate
but slightly above consensus.

4Q margins pinched. 4Q margins shrank as raw material prices shot up, causing the
company’s EBIT margins to halve to 3.34% from 7.3% in the previous quarter. We also
suspect that this could also be due to higher depreciation costs.

Prospects remain bright on more contracts. We remain positive on EPMB as the
company’s earnings are to be boosted by higher revenue, spurred by the upcoming
launch of Proton’s new Persona replacement sometime in the next 2 months. We
understand that EPMB is supplying the auto components for this model. Meanwhile,
Perodua is also expanding aggressively into the export market, which bodes well for
EPMB. The carmaker is also said to be looking to expand to the Middle East market.

Maintain BUY. We maintain our earnings projection, with our BUY call retained. Our FV
of RM1.38 is premised on a cheap 5x FY12 PE.

FYE Dec (RM’m) FY09 FY10 FY11 FY12f FY13f
Revenue 468.0 587.5 577.1 676.4 703.0
Core Net Profit 39.7 25.7 39.4 43.3 48.1
% chg y-o-y 824.4% -35.3% 53.5% 9.8% 11.1%
Consensus 36.5 38.7 48.1
Core EPS 24.8 16.1 24.7 27.1 30.1
DPS 1.0 2.0 1.0 2.0 2.0
Dividend yield (%) 1.1% 2.2% 1.1% 2.2% 2.2%
ROE (%) 17.5 10.5 13.8 14.1 13.9
ROA (%) 6.9 4.5 7.2 7.7 8.4
PER (x) 3.7 5.7 3.7 3.4 3.0
NTA/Share 0.71 0.83 1.12 1.29 1.38
P/BV (x) 1.3 1.1 0.8 0.7 0.7
EV/EBITDA (X) 4.3 4.7 4.1 3.7 3.3
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Results Table (RMm)

3QFY11 4QFY11 Q-0-Q FY10 FY11 Y-0-Y

In line. Revenue remains resilient driven by
strong sales from national automaker,

Revenue 142.2 168.9 19% 587.5 577.1 -2%  Perodua

EBIT 10.4 5.7 -46% 38.0 41.0 8%  EBIT hit by higher staffing costs

El 0.0 -1.4 -1.4 Forex unrealized losses

PBT 7.7 1.8 -76% 32.5 29.6 -9%

Net Profit 10.0 8.3 -17% 25.7 38.1 48%

Core Net Profit 10.0 9.6 -4% 25.7 39.4 53%  Within

EPS 6.2 6.0 -4% 16.1 24.7 53%

DPS 1.0 0.0 2.0 2.0

EBIT Margin 7.3 3.3 -3.98 6.5 7.1 0.63

Core Net Profit Margin 7.0 5.7 -1.32 4.4 6.8 2.46

NTA/Share 1.02 1.12 0.83 1.12
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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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