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Maintain NEUTRAL

Deeper in the Red Unchanged Target Price: RM0.94

KEY INVESTMENT HIGHLIGHTS
e 1HFY23 results disappointed

¢ Impacted by weak Ringgit, stiff competition and supply chain

RETURN STATISTICS

disruption Price @ 28" August 2023 (RM) 1.07
« Indochina operations remain in the red Expected share price return (%) -12.0
« FY23F/24F revised down to deeper net loss of -RM58m/-RM47m Expected dividend yield (%) 2.8
e Maintain NEUTRAL at unchanged PBV-based TP of RM0.94 Expected total return (%) -9.2

Another disappointing quarter. Tan Chong Motor (TCM) reported a
net loss of -RM18m for its 2QFY23, which brought 1HFY23 net loss to -
RM23m. This was weaker than both our and consensus expectations. The
shortfall against our forecast is due to worse than expected USD:RM
performance and weaker than expected sales.

Key takeaways. Group 2QFY23 revenue was down -24%yoy on lower
contribution from autos mainly, which was dragged by lower sales as a
result of prolonged supply chain disruption and stiffer competition in both
domestic and overseas markets. EBITDA fell -27%yoy given the weaker
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sales, a weaker Ringgit and higher operating expenses. Meanwhile, the Relative
financial services division was negatively impacted by provisions for Mo 70 60
impairment loss on hire purchase receivables in the quarter (vs. a reversal $ months 78 el
in 2QFY22) 12 months -6.2 2.2
Indochina operations in the red. Indochina operations remained in  INVESTMENT STATISTICS
the red in 2QFY23 with Vietnam registering deeper LBITDA of -RM10m FYE Dec 2022A  2023F  2024F
(2QFY22 LBITDA: -RM0.4m) on the back of a halving in revenue. Revenue 30522 30445 3,037.3
Termination of the group’s exclusive distributorship of CBU MG vehicles ~ Operating Profit 26.3 14.4 116
in Vietnam effective June 2023 could further drag the Vietnam unit's near-  Profit Before Tax 7))  @n) e
term performance. On a positive note however, TCM is targeting to gz:z E/;;AM' (3(:(2); (5(:'3 (‘zs'zi
introduce a rebadged version of SGMW’s N300P light truck for the .o 30 30 30
Vietnam market in 4QFY23. The model will be assembled at TCM'S  piidend Yield 28 28 28
Danang plant which could improve the plant’s utilisation rate, though
there is no clarity yet on prospective volumes at this juncture. As a  KEY STATISTICS
yardstick, the commercial vehicle segment (comprising mainly pick-ups, = FBMKLCI 1444.06
small trucks & light trucks) made up 24% (35,284 units) of Vietnam’s ~ Issue shares (m) SRl
Jan-Jul23’ auto sales, based on data from Vietnam Automobile ~ EStimatedfree float (%) 19.16
M facturers’ Association Market Capitalisation (RM’'m) 697.77

anu ! 52-wk price range RM1.02-RM1.25
Earnings estimates. We revise down FY23F/24F to deeper net loss of ~ 3-mth average daily volume (m) 0.03
-RM58.1m/-RM46.9m from -RM20.3m/-RM38.1m previously to reflect ~ 3-Mthaverage daily value (RM'm) .02

. . Top Shareholders (%)
weaker sales volume and higher operating cost. .
Tan Chong Consolidated 40.5

Maintain NEUTRAL at unchanged TP of RMO0.94. Our valuation Emplovees Provident Fund Board 6.5
continues to peg TCM at 0.23x FY24F PBV multiple, at -1SD below Daiwa Securities Group Inc 57
historical mean given weak outlook in the near-term from stiff Analyst

competition while recovery for the group’s Indochina operations might be
extended out further given the loss of its MG distributorship. r
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Table 1: Tan Chong Motor 2QFY23 Result Summary

YE Dec (RMmil) 2Q22 1Q23 2Q23 QoQ % YoY % 1H22 1H23 YTD %
Revenue 814.3 619.9 619.2 -0.1% -24.0% 1583.6 1239.1 -21.8%
EBITDA 76.3 51.2 55.8 8.8% -26.9% 112.2 107.0 -4.6%
Operating profit 33.7 13.3 2.8 -79.1% -91.8% 28.2 16.0 -43.1%
Interest expense (14.0) (15.2) (14.8) -2.3% 5.7% (23.3) (30.0) 28.4%
Interest income 25 5.0 4.1 -17.8% 66.1% 3.9 9.2 133.3%
Associates (0.8) (0.6) (0.2) -71.8% -78.9% (0.7) (0.8) 9.2%
Pretax profit 214 25 (8.0) -415.8% -137.7% 8.1 (5.5) -168.2%
Tax expense (17.0) (8.3) (12.0) 44.3% -29.5% (25.1) (20.3) -19.2%
Minority Interest (1.8) (0.7) (1.9) 176.9% 2.7% (3.8) (2.6) -31.7%
Net profit 6.2 (5.1) (18.1)  258.0% -390.4% (13.3) (23.2) 74.7%
Core net profit (7.6) (5.1) (18.1)  258.0% 139.1% 4.1 (23.2) -664.0%
EPS (sen) (1.13) (0.75) (2.70)  258.0% 139.1% 0.61 (3.45) -664.0%
Gross DPS (sen) 0.00 1.00 0.00 1.50 1.00

ppts ppts ppts
Operating margin (%) 4.1% 2.1% 0.4% -1.7% -3.7% 1.8% 1.3% -0.5%
EBITDA margin 9.4% 8.3% 9.0% 0.7% -0.4% 7.1% 8.6% 1.6%
Pretax profit margin (%) 2.6% 0.4% -1.3% -1.7% -3.9% 0.5% -0.4% -1.0%
Net profit margin (%) -0.9% -0.8% -2.9% -2.1% -2.0% 0.3% -1.9% -2.1%
Effective tax rate (%) -79.4% -325.4% 148.7% 474.1% 228.1% -311.3% 368.4% 679.7%
Nissan TIV (units) 4,009 2,500 2,534 1.4% -36.8% 7,775 5,034 -35.3%

Source: Company, MIDFR

Chart 1: USD:RM trend
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Table 2: Tan Chong Motor 2QFY23 Result Breakdown

YE Dec (RMmil) 20Q22 1Q23 2023 QoQ % YoY % 1H22 1H23 YTD %
Autos 794.4 599.1 595.6 -0.6% -25.0% 1,544.1 1,194.7 -23%
Financial Services 16.5 17.4 15.9 -8.9% -3.9% 334 33.3 0%
Others 3.4 3.4 7.8 129.7% 130.3% 6.1 11.2 84%
Total revenue 814.3 619.9 619.2 -0.1% -24.0% 1,583.6 1,239.1 -22%
Autos 34.8 42.8 18.2 -57.6% -47.8% 51.2 61.0 19%
Financial Services 11.8 6.7 4.2 -38.2% -64.8% 20.2 10.9 -46%
Others 29.7 1.7 33.4 1872.1% 12.5% 40.9 35.1 -14%
Total EBITDA 76.3 51.2 55.8 8.8% -26.9% 112.2 107.0 -5%
EBITDA margins 9.4% 8.3% 9.0% 7.1% 8.6%

Autos 4.4% 7.1% 3.1% 3.3% 5.1%

Financial Services 71.6% 38.7% 26.2% 60.3% 32.7%

Others 880.3% 50.1% 430.2% 673.9% 314.9%

BY COUNTRY:

Malaysia 686.1 556.9 550.1 -1.2% -19.8% 1,336.1 1,107.0 -17%
Vietnam 94.9 39.9 46.8 17.3% -50.7% 160.5 86.6 -46%
Others 33.3 23.1 22.3 -3.2% -32.9% 86.9 454 -48%
Total Revenue 814.3 619.9 619.2 -0.1% -24.0% 1,583.6 1,239.1 -22%
Malaysia 81.2 56.6 68.5 21.1% -15.6% 134.1 125.1 -7%
Vietnam (0.4) 4.2) (10.1) 1442%  2402.7% (1.2) (14.3) 1165%
Others (4.4) (1.2) (2.6) 120.9% -41.5% (20.8) (3.8) -82%
Total EBITDA 76.3 51.2 55.8 8.8% -26.9% 112.2 107.0 -5%
Malaysia 11.8% 10.2% 12.5% 10.0% 11.3%

Vietnam -0.4% -10.4% -21.7% -0.7% -16.5%

Others -13.3% -5.1% -11.6% -23.9% -8.3%

EBITDA margin 9.4% 8.3% 9.0% 7.1% 8.6%

Source: Company, MIDFR
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FINANCIAL SUMMARY
Income Statement (FYE Dec) FY20 FY21 FY22 FY23F FY24F
Revenue 2,959.6 2,537.3 3,052.2 3,044.5 3,037.3
Operating expenses (3,075.1) (2,474.5) (3,025.9) (3,030.1) (3,025.7)
Operating profit (115.5) 62.8 26.3 14.4 11.6
Net interest expense (46.8) (43.2) (39.7) (46.2) (44.4)
Associates 0.9 (1.5) (0.7) 2.0 2.0
PBT (161.3) 18.1 (14.2) (29.8) (30.8)
Taxation (15.5) (38.3) (40.7) (28.6) (16.4)
Minority Interest 11.2 4.8 3.8 0.3 0.3
Net profit (165.6) (15.4) (51.1) (58.1) (46.9)
Core net profit (77.8) (15.4) (35.0) (58.1) (46.9)
Balance Sheet FY20 FY21 FY22 FY23F FY24F
PPE 2,311.7 2,317.9 2,414.5 2,303.4 2,199.8
Investments in associate 63.3 72.4 70.5 72.5 74.5
Others 854.2 758.0 704.4 704.4 704.4
Non-current assets 3,229.1 3,148.3 3,189.4 3,080.3 2,978.7
Inventories 772.7 778.0 748.4 724.3 722.6
Receivables 424.9 325.7 295.5 286.0 285.3
Others 311.8 229.4 246.9 247.3 247.8
Cash & equivalent 582.0 514.5 558.2 593.5 613.8
Current assets 2,091.4 1,847.6 1,849.0 1,851.1 1,869.4
Share capital 336.0 336.0 336.0 336.0 336.0
Minority Interest (17.0) (21.9) (22.6) (22.9) (23.2)
Reserves 2,505.7 2,455.5 2,536.3 2,458.1 2,391.0
TOTAL EQUITY 2,824.7 2,769.7 2,849.7 2,771.1 2,703.8
Long-term borrowings - - 300.0 285.0 270.0
Others 432.4 417.0 442.8 442.8 442.8
Non-current liabilities 432.4 417.0 742.8 727.8 712.8
Short-term borrowings 1,501.5 1,268.2 974.0 974.0 974.0
Payables 510.5 492.8 415.1 401.8 400.8
Others 51.4 48.3 56.7 56.7 56.7

Current liabilities 2,063.4 1,809.3 1,445.9 1,432.5 1,431.6



Tan Chong Motor Holdings Berhad

midi 5

Tuesday, August 29, 2023

Cash Flow Statement FY20 FY21 FY22 FY23F FY24F
PBT (161.3) 18.1 (14.2) (29.8) (30.8)
Chgs in working capital 676.5 68.2 (22.7) 19.9 1.0
CF from Operations 572.3 123.2 102.4 100.5 85.4
Capex (150.0) (150.0) (149.0) (30.0) (30.0)
CF from Investments (270.7) 79.9 (30.2) (30.0) (30.0)
Dividends paid (26.9) (9.8) (19.6) (20.2) (20.2)
Net movement in borrowings (108.2) (233.3) (294.2) (15.0) (15.0)
CF from Financing (135.0) (280.7) (35.1) (35.2) (35.2)
Net changes in cash 166.6 (77.6) 37.0 35.4 20.3
Beginning cash 407.8 582.0 514.5 558.2 593.5
Overdrafts & Deposits 7.5 10.1 6.6 0.0 0.0
Ending cash 582.0 514.5 558.2 593.5 613.8
Key Ratios FY20 Fy21 FY22 FY23F FY24F
PBT margin -5.4% 0.7% -0.5% -1.0% -1.0%
Core net profit margin -2.6% -0.6% -1.1% -1.9% -1.5%
ROA -1.5% -0.3% -0.7% -1.2% -1.0%
ROE -2.8% -0.6% -1.2% -2.1% -1.7%
Net gearing (%) 32.6% 27.2% 25.1% 24.0% 23.3%
Book value/share (RM) 4.20 4.12 4.24 4.12 4.02
PBV (x) 0.25 0.26 0.25 0.26 0.27

PER (x) NA NA NA NA NA
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (197501002077 (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 (197501002077 (23878 — X)) for distribution to and use by its
clients to the extent permitted by applicable law or regulation.

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 MIDF Investment believes are reliable at the time of publication. All information, opinions and estimates
contained in this report are subject to change at any time without notice. Any update to this report will be solely at the discretion of MIDF
Investment.

MIDF Investment 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. MIDF Investment and its affiliates and related BNM and each of their respective
directors, officers, employees, connected parties, associates and agents (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential loess, loss of profits and/or damages arising from the use or reliance by anyone upon this report and/or further
communications given in relation to this report.

This report is not, and should not at any time be construed as, an offer, invitation or solicitation to buy or sell any securities, investments or
financial instruments. The price or value of such securities, investments or financial instruments may rise or fall. Further, the analyses
contained herein are based on numerous assumptions. This report does not take into account the specific investment objectives, the financial
situation, risk profile and the particular needs of any person who may receive or read this report. You should therefore independently evaluate
the information contained in this report and seek financial, legal and other advice regarding the appropriateness of any transaction in securities,
investments or financial instruments mentioned or the strategies discussed or recommended in this report.

The Representatives may have interest in any of the securities, investments or financial instruments and may provide services or products to
any company and affiliates of such BNM mentioned herein and may benefit from the information herein.

This document may not be reproduced, copied, distributed or republished in whole or in part in any form or for any purpose without MIDF
Investment’s prior written consent. This report is not directed or intended for distribution to or use by any person or entity where such
distribution or use would be contrary to any applicable law or regulation in any jurisdiction concerning the person or entity.

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

ESG RECOMMENDATIONS* - source Bursa Malaysia and FTSE Russell

ootk Top 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

Yoo fe Top 26-50% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
ok Top 51%- 75% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
o Bottom 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

* ESG Ratings of PLCs in FBM EMAS that have been assessed by FTSE Russell in accordance with FTSE Russell ESG Ratings Methodology



