BURSA

MidS

www.bursamids.com

29 August 2018 | 2QFY18 Results Review

United U-LI Corp Berhad
The tough gets going

INVESTMENT HIGHLIGHTS
o 1HFY18 earnings missed expectations
e Earnings for 1HFY18 dropped 86.4%yoy to RM1.7m

o Sequentially, EBIT improved by 30% due to lower admin
costs

e Trim earnings estimates by -47.9%/-44.3% in

FY18F/F19F

e Maintain NEUTRAL with lower TP of RMO0.71 (previously
RM1.15)

1HFY18 earnings missed expectations. United U-Li’s (U-Li) results
came in way below our full year estimates, making up merely 8.3% of
ours and 10.3% of consensus’ forecasts. The negative variance can be
attributed to higher maintenance and raw material costs. As expected,
no dividend was declared for the quarter.

Earnings for 1HFY18 dropped 86.4%yoy to RM1.7m due to
higher raw material costs and operating costs even though revenue
increased by 5.8% to RM98.1m. Gross profit margin was compressed
to 29.6% from 43.0% a year ago due to higher raw material costs. We
believe that the increase in volume is not enough to offset the fixed
costs following the full operation of the new Nilai plant which led to
the decline in EBIT margin from 19.9% to 3.5%. Contribution from
exports for the period has also declined to 12.2% from 16.2% in the
previous year, which is disappointing as we previously anticipated that
exports will be one of the key sales drivers following its capacity
expansion. That said, export sales may pick up in 2HFY18.

Sequentially, EBIT improved by 30% due to lower admin
costs in 2QFY18. This is due to revenue that climbed by 2.3% to
RM49.6m.

Trim earnings estimates by -47.9%/-44.3% in FY18F/F19F to
RM10.9m and RM12.9m respectively due to higher raw material prices
and operating costs estimates.

Maintain NEUTRAL with lower TP of RMO0.71 (previously
RM1.15). Our TP is derived from 12x PER of FY19F EPS of 5.9 sen.
We maintain our valuation method of 12x PER and roll our base year
into FY19F.
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INVESTMENT STATISTICS

FYE Dec FY15 FY16 FY17F FY18F FY19F
Revenue (RM'm) 179.19 201.07 199.96 206.56 221.16
Pretax Profit (RM'm) 35.68 43.48 27.35 14.47 17.22
Net Profit (RM'm) 26.00 31.12 19.21 10.85 12,91
EPS (sen) 19.01 21.43 13.23 4.98 5.93
EPS growth (%) 8.00% 12.76% -38.26% -62.34% 18.97%
PER (x) 3.81 3.38 5.48 14.55 12.23
Net Dividend (sen) 12.0 12.0 0.5 0.2 0.3
Dividend yield (%) 16.55% 16.55% 0.69% 0.34% 0.41%
Gearing (x) -0.06 -0.03 0.02 -0.10 -0.15
ROE (%) 10.13 11.50 6.73 3.66 4.16
ROA (%) 8.40 9.29 5.32 2.95 3.14
NTA per share (RM) 1.88 1.86 1.97 1.36 1.42
Price to NTA (x) 0.39 0.39 0.37 0.53 0.51

Source: Company, MIDF Research

UNITED U-LI: 2QFY18 Results Summary

FYE Dec Quarterly Results Cumulative Comments
(RM'm, unless
otherwise stated) 2QFY18 Yoy Qo@ AL Yoy
Revenue (RM'm) 49.6 6.8%  23%  98.1 Sy | IS SRS OF S S
system
Gross Profit (RM'm) 13.8 -42.8% -3.2% 28.1 -29.6% Higher raw material costs
EBIT (RM'm) 2.0 -86.6% 30.0% 3.5 -81.3% High operating costs
Pretax Profit (RM'm) 1.3 -90.9% 48.0% 2.1 -87.8% Higher finance costs
Net Profit (RM'm) 1.1 -88.2% 85.5% 1.7 -86.4%
EPS (sen) 0.5 -92.2% 85.5% 0.8 -91.0%
DPS (sen) 0.0 N.M. N.M. 0.0 N.M.
i 0,
E;‘gax margin (%/ 2.6 -27.6 0.8 43 14,5

Source: Company, MIDF Research
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X) pursuant to
the Mid and Small Cap Research Scheme (“MidS") administered by Bursa Malaysia Berhad. This report
has been produced independent of any influence from Bursa Malaysia Berhad or the subject company.
Bursa Malaysia Berhad and its group of companies disclaim any and all liability, howsoever arising, out
of or in relation to the administration of MidS and/or this report. It is for distribution only under such
circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it
should not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. The analysis contained herein is based on numerous assumptions. Different
assumptions could result in materially different results. All opinions and estimates are subject to
change without notice. The research analysts will initiate, update and cease coverage solely at the
discretion of MIDF AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may
have interest in any of the securities mentioned and may benefit from the information herein.
Members of the MIDF Group and their affiliates may provide services to any company and affiliates of
such companies whose securities are mentioned herein This document may not be reproduced,
distributed or published in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS

STOCK RECOMMENDATIONS
BUY Total return is expected to be >10% over the next 12 months.
TRADING BUY Stock price is expected to rise by >10% within 3-months after a Trading Buy rating has been
assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

Stock price is expected to fa// by >10% within 3-months after a Trading Sell rating has been

TRADING SELL assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.



