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United U-Li Corporation UNDERPERFORM «
FY19 Above Expectation Price:  RMO0.475
Target Price: RMO0.400 <«

FY19 CNL of RM1.5m is above our loss estimate of RM2.2m Expected Capital Gain: -RMO0.075 -15.8%
but below consensus estimate earnings of RM3.2m. No Expected Divd. Yield: RM0.00  0.0%
dividend was declared as expected. We maintain FY20E Expected Total Return: -RM0.075 -15.8%
earnings of RMO0.4m and introduce FY21E revenue of
RM204.7m and CNP of RMO0.6m. Maintain UNDERPERFORM KLCI Index 1,505.59
call and unchanged Target Price of RM0.400 based on 0.3x .
EY20E BV/share. Stock Information

Bloomberg Ticker UULI MK Equity
Above expectations. FY19 recorded CNL of RM1.5m which is above Bursa Code 7133
our estimate of RM2.2m losses but below consensus estimated profit of Listing Market Main Market
RM3.2m. The deviation is mainly due to higher-than-expected margin Shariah Compliant Yes
achieved by the company during FY19. No dividend was declared, as Shares Outstanding 217.8
expected. Market Cap (RM m) 103.5
Results’ review. YoY, FY19 registered CNL of RM1.5m compared to ggfvy:éllierg:é:?ar)e (RM) ggg
CNP of RM2.9m in FY18, mainly due to: (i) fall in revenue to RM193.5m 52-week range (L) 0.39
(-5%) amid softer market condition, and (ii) lower margin of 2% as e 49%
compared to 4% in FY18, largely caused by higher labour and Beta 0.8
depreciation costs. QoQ, 4QFY19 recorded losses of RMO0.4m 3-mth avg daily vol: 445,730

compared to CNP of RM0.2m in the preceding quarter, dragged by .
higher effective tax rate of 119% compared to 12% in 3QFY19, which _Major Shareholders

offset the positive impact of revenue and profit before tax increasing by Pearl Deal M Sdn Bhd 37.2%
3% and 716%, respectively. Rhb Asset Management Sdn Bhd 3.5%
Prudential Unit Trusts Bhd 3.2%

Outlook. The outlook for the sector remains challenging, underpinned by _
weak prospects in the construction industry and stiff competition from Summary Earnings Table

other new players. However, we believe the revival of mega _FY Dec (RM m) 2019A 2020E  2021E
infrastructure project could be a positive catalyst to the industry. Besides, Turnover 1935 198.7 204.7
ULICORP's prospect also depends on their ability to fend off the EBIT 3.2 3.2 3.6
competition in this weak market environment given that they currently PBT 14 1.0 1.4
command a market share of ¢.40%. Net Profit -1.5 0.4 0.6
. . - . Core PATAMI -1.5 0.4 0.6
Earnings review. Post results, we maintain FY20E earnings and Consensus (NP) NA. 55 NA.
introduce FY21E revenue of RM204.7m and CNP of RMO0.6m. Earnings Revision NA. 0% NA.
Maintain UNDERPERFORM on ULICORP with unchanged TP of  Core EPS (sen) -0.7 0.2 0.3
RM0.400 based on Fwd. P/BV of 0.3x applied to FY20E BV/share of ~ Core EPS growth (%) -140  -127 49.5
RM1.30, which is at its 5-year trough levels and -1.5SD-level, in line with =~ NDPS (sen) 0.0 0.0 0.0
the lacklustre sentiment on the sector and challenging operating  NTA per Share (RM) 131 130 1.30
environment. PER (X) N.A. 2.5 1.7
i . o PBV (x) 0.4 0.4 0.4
Risks to our call include: (i) higher-than-expected sales of CSS = pept-to-Equity ratio (x) 0.1 0.1 0.1
products, and (ii) lower-than-expected steel prices and overhead costs. Return on Asset (%) -0.4 0.0 0.0
Return on Equity (%) -0.8 -0.8 -0.8

Net Div. Yield (%) 0.0 0.0 0.0

Share Price Performance
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United U-Li Corporation

Results Highlights

Results Note

28 February 2020

FYE Dec (RM m) 4QFY19 3QFY19 QoQ 4QFY18 YoY FY19 FY18 YoY
Turnover 53.0 51.5 3% 48.4 9% 193.5 203.5 -5%
EBITDA 6.1 3.1 96% 4.6 33% 14.4 19.0 -24%
Depreciation -3.1 -2.3 32% -2.9 4% -11.1 -10.7 4%
EBIT 3.0 0.8 291% 1.6 86% &2 8.3 -61%
Interest inc/(exp) -0.8 -0.5 55% -0.2 335% -1.8 -1.6 13%
Associates/JV 0.0 0.0 N.A. 0.0 N.A. 0.0 0.0 N.A
Exceptional items 0.0 0.0 N.A. 0.0 N.A. 0.0 0.0 N.A
Forex gain/(loss) 0.0 0.0 N.A. 0.0 N.A. 0.0 0.0 N.A
Pretax profit 2.2 0.3 716% 1.4 56% 1.4 6.7 -719%
Taxation -2.7 0.0 8247% -2.7 0% -2.9 -3.8 -24%
Deferred tax 0.0 0.0 N.A. 0.0 N.A. 0.0 0.0 N.A
Profit after tax -0.4 0.2 -276% -1.2 -65% -1.5 2.9 -154%
Minority interest 0.0 0.0 N.A. 0.0 N.A. 0.0 0.0 N.A
PATAMI -0.4 0.2 -276% -1.2 -65% -1.5 2.9 -154%
Core PATAMI -0.4 0.2 -276% -1.2 -65% -1.5 2.9 -154%
DPS (sen) 0.0 0.0 0.0 0.0 0.0
EBIT margin 6% 1% 3% 2% 4%
Pretax margin 4% 1% 3% 1% 3%
NP margin 4% 1% 3% 1% 3%
CNP margin -1% 0% -3% -1% 1%
EPS (sen) -0.2 0.1 -0.6 -0.7 1.3
Core EPS(sen) -0.2 0.1 -0.6 -0.7 1.3
BV/share (RM) 1.3 13 1.3 1.3 1.3
Net gearing (x) -0.1 0.0 0.0 -0.1 0.0
Effective tax 119% 12% 185% 209% 57%

Source: Company, Kenanga Research

Segmental Highlights
External Revenue 4QFY19 3QFY19 QoQ 4QFY18 YoY FY19 FY18 YoY
Cable Support 41.8 41.5 1% 38.1 10% 156.9 163.0 -4%
Electrical Lighting 11.3 10.0 13% 10.3 9% 36.6 40.6 -10%
Pre-tax Segmentation
Cable Support 0.4 1.0 -57% 1.4 -71% 3.59 6.44 -44%
Electrical Lighting 14 -0.5 -372% 0.1 2435% -1.70 0.88 -292%
Pre-tax margins
Cable Support 1% 2% 4% 2% 4%
Electrical Lighting 12% -5% 1% -5% 2%

Source: Company, Kenanga Research
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Peer Comparison
Net

Le.‘St Market Shariah Current  Revenue Growth Gl SEilings PER (x) - Core Earnings PBV (x) ROE (%) Div.Yld. Target Rating
Price Growth (%)

1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 1-Yr. 1-Yr. Price

() Fwd.  Fwd. Fwd.  Fwd. St mwd Fwd. St Fwd. Fwd. Fwd.  (RM)

Compliant FYE

Cap
(RM'm)

BUILDING MATERIALS UNDER COVERAGE

ANN JOO RESOURCES BHD 109  588.2 Y 1212020  -1.6%  4.4% -11545% -110.0%  N.A. NA. NA. 05 05  -1.0% 0% 0850  UP
PRESS METAL ALUMINUM

PRESS METAL AL 480 19,382.9 Y 122020 -103%  275%  254%  448% 285 341 211 5.3 48  167%  13% 550 oP
gug ERHIERRERRATION 5 ve e % 1212019  2.7%  3.0%  3750% 50.0%  NA. 25 1.7 0.4 0.4 0.8% 0%  0.400 uP
WHITE HORSE BERHAD 0965 219.8 v 122020  -1.3%  07%  -96.8% -120.9% N.A. NA. NA. 0.3 04  78% 0% 0970  MP
Simple Average 26%  89% -212.7% -340% 285 1358 897 1.6 15 23%  1.3%

Source: Bloomberg, Kenanga Research
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Stock Ratings are defined as follows:

Stock Recommendations

OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%

Sector Recommendations***

OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’'s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

** The Expected Total Return might contain rounding discrepancy.

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This report has been prepared by Kenanga Investment Bank Berhad 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.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies.

Published and printed by:

KENANGA INVESTMENT BANK BERHAD (15678-H)
Level 17, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia
Telephone: (603) 2172 0880 Website: www.kenanga.com.my E-mail: research@kenanga.com.my

This report is accessible at www.bursamids.com too.
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