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Commercial Services

AVIS BUDGET GROUP INC

Avis Budget Group, Inc. operates as a vehicle rental and mobility solutionservice. The Company also participates
in app-based, carsharing operations.Avis Budget Group operates mainly in North America, Europe, Australia, and

NewZealand, as well as other countries worldwide.

BUY on the uptrend with >15% upside! Its historical and forward PERs of 12x and 9x are relatively cheaper

than the average of S&P500 PERs which are in the high teens. Trading BUY with a TP of USD42.71.
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Quarter Financials 2018Q1 2018Q2 2018Q3 2018Q4 2019Q1 . .
UsD  (mil) (mil) (mil) (mil) (mil) Price-to-Book Ratio
REVENUE 1,968 2,328 2,778 2,050 1,920
EBITDA 534 777 1,101 657 545
oP 13 174 499 153 5 20 -
PRETAX -105 45 370 27 -118
NET PROFIT -69 33 254 31 -77
EPS (SEN) -0.85 0.41 3.22 0.40 -1.02 15
EPS GROWTH -338.8%  -148.0%  688.3% -87.5% -353.0%
REVENUE GROWTH -2.5% 18.3% 19.3% -26.2% -6.3%
EBITDA MARGIN 27.1% 33.4% 39.6% 32.0% 28.4% 10 1
NET MARGIN -3.5% 1.4% 9.1% 1.5% -4.0%
Annual Financials 2016A 2017A 2018A 2019F 2020F 5
UsSD  (mil) (mil) (mil) (mil) (mil)
REVENUE 8,659 8,848 9,124 9,240 9,458 0 ‘ ‘ ‘
EBITDA 2,988 2,968 3,069 814 873 Sep-1 6 Jun-17 Mar-18 Dec-18
OP 858 762 839 802 834
PRETAX 371 288 337 419 452
NET PROFIT 227 203 249 304 325
REVENUE GROWTH (%) 1.8 22 3.1 1.3 24
NET PROFIT GROWTH (%) -23.7 -10.4 227 22.0 6.9 Dividend Yield
Valuation 2016A 2017A 2018A 2019F 2020F
PER (X) 15.1 18.4 7.2 9.0 8.2
P/BV (X) 14.3 6.2 4.1 4.4 3.1 20 -
P/CF (X) 1.3 1.4 0.7 5.8 46 18
P/CF (X) 1.3 1.4 0.7 5.8 46 16 -
P/SALES (X) 0.4 0.4 0.2 0.3 6.7 14 |
EV/EBITDA (X) 5.0 53 4.8 23.9 223 12 |
DIVIDEND YIELD (%)* 0.0 0.0 0.0 N.A. N.A. 10 4
* RELATIVE TO LAST PRICE 8
Profitability 2016A 2017A 2018A 2019F 2020F 6 1
EBITDA MARGIN (%) 345 335 336 8.8 9.2 4 A
OPERATING MARGIN (%) 9.9 8.6 9.2 8.7 8.8 2
PBT MARGIN (%) 43 33 3.7 45 4.8 0 ‘ ‘ ‘
NET MARGIN (%) 2.6 2.3 2.7 3.3 3.4 Jun-04 Mar-05 Dec-05 Sep-06
ROE (%) 68.6 51.1 50.5 615 48.1
ROA (%) 1.3 1.1 1.4 3.4 3.8
Financial Leverage 2016A 2017A 2018A 2019F 2020F
ASSETS/EQUITY (X) 79.8 30.9 46.3 N.A. N.A. .
LONG-TERM DEBT/EQUITY (X) 5485.1 2232.8 3323.7 N.A. N.A. Geographic Breakdown - Revenue
TOTAL DEBT/EQUITY (X) 5611.3 2237.3 3329.2 N.A. N.A.
INTEREST COVERAGE RATIO (X) N.A N.A N.A. N.A. N.A.
10000 -
PER SHARE DATA 2016A 2017A 2018A 2019F 2020F 9000
EPS 25 24 3.1 4.0 4.4 8000 -
BVPS 26 7.1 5.4 8.3 11.8 7000 -
DPS 0.0 0.0 0.0 N.A. N.A. 6000 -
5000 -
Domestic Peers Comparison (FY19 Comparison) 4000 -
Mkt Cap  Price/Sales PE Ratio  Price/Book Price/CF  EV/EBITDA Div Yield 3000 -
AVIS BUDGET GROUP INC 27602 0.3 9.0 4.4 5.8 23.9 N.A. 2000 -
LIBERTY EXPEDIA HOLD-A 2,775.1 N.A. N.A. N.A. N.A. N.A. N.A. 1000 -
HERTZ GLOBAL HOLDINGS INC 2,197.7 0.2 208 1.1 N.A. 345 N.A. ] : :
HERC HOLDINGS INC 1,2812 06 13.5 N.A. N.A. 47 N.A. FY 2016 FY 2017 FY 2018
LIBERTY TRIPADVISOR HDG-A 915.2 0.5 20.3 N.A. N.A. 9.1 N.A.
TRAVELZOO 176.8 1.5 29.8 N.A. N.A. 13.4 N.A. m United States ~ m All Other Countries
TRAVELCENTERS OF AMERICA LLC 147.8 0.0 N.A. N.A. N.A. 20.5 N.A.
Average 1,464.9 0.5 18.7 2.8 5.8 17.7 N.A.
S&P 500 INDEX - 22 18.2 35 12.9 12.4 5.0 Revenue Breakdown
DOW JONES INDUS. AVG - 2.0 17.1 4.2 121 12.8 5.7
NASDAQ COMPOSITE INDEX - 3.1 24.4 3.8 24 195 3.0 9200 -
9100 |
Regional Peers Comparison (FY19 Comparison) 9000 +
MktCap  Price/Sales PERatio  Price/Book Price/CF  EV/EBITDA Div Yield 8900 1
AVIS BUDGET GROUP INC 2,760.2 0.3 9.0 4.4 5.8 23.9 N.A. 8800 -
LIBERTY EXPEDIA HOLD-A 2,775.1 N.A. N.A. N.A. N.A. N.A. N.A. 8700 |
HERTZ GLOBAL HOLDINGS INC 2,197.7 0.2 20.8 1.1 N.A. 34.5 N.A. 8600 -
HERC HOLDINGS INC 1,2812 06 13.5 N.A. N.A. 47 N.A. 8500
LIBERTY TRIPADVISOR HDG-A 915.2 0.5 20.3 N.A. N.A. 9.1 N.A. 8400 |
TRANSAT A.T. INC 378.0 0.2 N.A. 0.8 N.A. N.A. N.A. ‘ '
TWC ENTERPRISES LTD 294.7 N.A. N.A. N.A. N.A. N.A. N.A. FY 2016 Fy 2017 Fy 2018
Average 1,514.6 0.4 15.9 2.1 5.8 18.0 N.A.
m Car Rental m Corporate u - -
PP7004/02/2013 (031762) Page 2 of 4



Research | AVIS BUDGET GROUP INC - Consensus' Call 16 July 2019

by kenanga

Technical Analysis Explanation

This rules screens for counters that
CAR US Equit have a crossover between the %D and
FIH Tocay [ the Smoothed %D lines. When %D
rac ] yCatler (4]

. crosses up the Smoothed %D, it gives a
S“ategy Title: kenTrade 54 500 SRR @6 Factors | © Settings | bullish signal. Conversely, when the %D

Summary
[ Wos s ki 531 :
e 9 [Statistics " long| Total crosses down the Smoothed %D
= Trades 4 4 gives a bullish signal.
: wins 3 3
ol Losses 1 1
M‘m P&L 15.14k 15.14K
% P&L 1514 15.14
4 Additional Stats Parameter Condition Value
' % Avg PeL  3.78k  3.78k Lower Limit = 20.0
Total Wins 17.04k 17.04k| -
2 Total Losses 1.9k 1.9k Upper Limit = 80.0
| Merfiss 1513589 “ Vol Avg Win  5.68k 5.68k %K Period = 14
A ,-WJ 00 Avg Loss 1.9k 1.9Kk] %D Period - 3
Max Win  9.89k  9.89K| .
,W‘"’IV 0 Maxiose @8k LK Smoothed %D Period = 3
JJ/ 0 Num Bars 303 303 X >= 15.0
Avg Duration  75.75 t < 5
L th) on Close (CAR U5) 662106 | Sharpe Ratio 47 fule T D
; i ule Type = aily
- W"}’V“m T J’vl —%——Wﬂj—m i | Sortino Ratio .47
."f w"“ 1 \J '”‘IV‘ L.% /‘W P WK Total Return  15.14 Data Type = Completed
% Max Return 15,14
‘ - - - - - —— ! % Min Return  -.48
" “Mm i ! U;NJ ¥ & ) e i ! il o = - ,% i ?5

Stochastics Signal Diagrams

Signal Diagram - Bearish

Upper Limit

Bearish
crossover

Strateg i rra Statistics | @& Columns | Settings |

Action Date Price Shares | Trade P&L | Cum. P& | Total % Max % Min % Max DD| Max D[
Return Return | Return Lengtl ce-aa- A LT

4 M/M  sell 07/12/19)  35.81 372 2.01K 15.14K 1.78 1.78 -.23 .26 Smoothed
4 1 Buy| 06/05/19 30.41 372
3 2 Selll 03/07/19 34.83 457| 5.14k] 13.13K 4.76 5.45] =77 1.11] O«’(\[)
3 1l Buy| 12/27/18| 23.59| 457|
2 3 sell 10/25/18  27.70 328 -1.90K] 7.99k  -1.73 157  -1.78 3.30 L ower Limit
2 1 Buy| 07/06/18 33.49| 328
1 2 Selll 12/20/17| 44.86| 443, 9.89k| 9.89Kk| 9.89 10.18| -.48 3.63
TR s i I Signal Diagram - Bullish
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Smoothed
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Remarks/Comment
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The stock has been trending up within a well-established uptrend

channel after hitting a recent low at USD28.15. In fact, the stock could be

in the midst of marching towards the long-term +1 Standard Deviation m\' I'h it !l ' ' S
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Recommendation Methodologies

Any “BUY” recommendation for stock is derived on matches from the following three criteria:
+  Technical BUY signals;

- Kenanga Quantitative Study; and

+ Consensus BUY recommendation (powered by BLOOMBERG)

Technical BUY signals
There are two sets of technical indicators screening processes to filter for “BUY” recommendation, i.e., (1) RSl and Candlesticks, and (2) RSI, Stochastic and Candlesticks.
Set number 1 using “RSI and Candlesticks” is our preferred technical set.

Screening criteria for

i. RSl and Candlesticks: BUY when there is bullish reversal Candlestick, and RSl is oversold and rebounding; SELL when there is a bearish reversal Candlestick, and
RSl is overbought and rebounding

ii. RSI, Stochastic and Candlesticks: BUY when there is bullish reversal Candlestick, and both RSI and Stochastic are oversold and rebounding; SELL when there is a
bearish reversal Candlestick, and both RSI and Stochastic are overbought and rebounding.

RSl and Stochastic settings for reference
RSI Period =14,x=6.0,t=10

Period = 14, x=6.0,t=10

RSIStochastic | hastic %K Period = 7, %D Period = 5. x = 7.0, t <= 10

Kenanga Quantitative Study

The investment quality of the identified foreign stock is measured by five quantitative criteria, namely “VALUE”, “GROWTH”, “PROFITABILITY”, “OPERATION

EFFICIENCY”

and “CREDIT STANDING”. The scoring system for these five criteria is as follows: “BUY” is +1, “HOLD” is 0, and “SELL” is -1. Any identified foreign stock would have

to gain at least 3 out of 5 ratings in order to excel from our quantitative study.

«  All these five quantitative criteria are derived post comparing the samples of the foreign stock’s domestic listed peers.
The scoring of the stock will be determined by; (a) total scoring > simple average of Mean and +1 Standard deviation: BUY rating; (b) total scoring <simple average of
Mean and -1 Standard deviation: SELL rating; otherwise HOLD rating will be assigned.

«  The following are the respective criteria measured under each quantitative study.

Estimated Pretax Margin > Historical Pretax Margin;
Estimated Pretax Margin > 3-year Average Pretax Margin;
Estimated Net Margin > Historical Net Margin;

Estimated Net Margin > 3-year Average Net Margin;
Historical ROE > Peers’ Average ROE;

Estimated ROE > Historical ROE;

Historical ROA > Peers’ Average ROA;

Estimated ROA > Historical ROA; and

ROC/WACC > 1.

VALUE - 13 rules and scorings
Historical Price to Sales Ratio< Average;
Estimated Price to Sales Ratio< Average;
Estimated Price to Sales Ratio < Historical Price to Sales Ratio;
Historical PER< Average;
Estimated PER< Average;
Estimated PER < Historical PER;
Historical Price to Book< Average;
Estimated Price to Book< Average;
Estimated Price to Book < Historical Price to Book;
Historical Price Earning Growth Ratio< 1;
1-Year Forward Price Earning Growth Ratio< 1;
2-Year Forward Price Earning Growth Ratio < 1; and
Estimated Dividend Yield > Average.

Operating Efficiency — 6 rules and scorings
Asset Turnover >Average;
Net Fixed Asset Turnover >Average;
Inventory Turnover >Average;
Account Receivable Turnover>Average;
Account Receivable Turnover>Account Payable Turnover; and
Account Payable Turnover>Average;

GROWTH - 7 rules and scorings
Average Sales Growth > Average;
Average EPS Growth > Average;

Average DPS Growth > Average: Credit Standing — 9 rules and scorings

Average Sales Growth > 3-year Historical Average Sales Growth;
Average EPS Growth > 3-year Historical Average EPS Growth;
Average DPS Growth > 3-year Historical Average DPS Growth; and

Quick Ratio>Average;

Current Ratio>Average;

Net Debt to EBITDA<Average;

Net Debt to Shareholders’ Equity<Average;

Average EPS Growth > DDM Implied Growth. r
Net Debt to Capital < Average;

Total Debt to EBITDA < Average;
Total Debt to Total Equity < Average;
Total Debt to Capital < Average; and
Total Debt to Total Asset < Average

Profitability — 11 rules and scorings
Estimated Operating Profit Margin > Historical Operating Profit Margin;

Consensus BUY recommendation (powered by BLOOMBERG)
The selection of identified foreign stock will be based on Bloomberg’s consensus analysts’ ratings on a scale of 1 to 5. An identified “BUY-recommended stock” would have
to score at least 3.5 and above from the Bloomberg’s rating system. In the event, the identified foreign stock’s rating is below 2.5, this would be a SELL recommendation.

Note that, we would issue with a follow-up note to alert investor if and when consensus scoring deteriorates below 3.5.

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 0800 Website: www.kenanga.com.my  Email: research@kenanga.com.my
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