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4Q FYE DEC 2017 RESULTS REPORT 28 February 2018 

Name of PLC: New Hoong Fatt Holdings Bhd (NHF)  Target Price: RM 5.00 

Business Summary : Manufacturing and trading of automotive replacement parts 

Major Shareholders :        Kam Foong Keng 34.1% 

Wong Ah Moy @ Wong Yoke Len 13.8% 

Yeoman Capital Management Pte Ltd 7.6% 

PLC Website : www.newhoongfatt.com.my Recommendation: BUY 

 Market Capitalisation: RM 245.0m 

Current Price : RM 3.26 

Market / Sector: Consumer Products 

Stock Code: 7060 

Analyst : Lim Boon Ngee | Tel : +603 2163 3200; Email : bnlim@bcta.com.my  

 

 
Key Stock Statistics 2015 2016 2017 2018F 

EPS (sen)  25.6   39.9   27.0   36.7  

EPS ex-EI (sen)  22.5   30.6   29.7   36.7  

P/E (x)  12.7   8.2   12.1   8.9  

P/E ex-EI (x)  14.5   10.7   11.0   8.9  

Dividend/Share (sen)  11.0   14.0   14.0   14.0  

NTA/Share (RM)  4.39   4.95   5.68   5.90  

Book Value/Share (RM)  4.39   4.95   5.68   5.90  

Issued Capital (mil shares)  75.2   75.2   75.2   75.2  

52-weeks Share Price Range (RM)   3.23 - 4.91 

 

Per Share Data 2015 2016 2017 2018F 

Year-end 31 Dec     

Book Value (RM)  4.39   4.95   5.68   5.90  

Operating Cash Flow (sen)  57.4   53.8   60.4   62.5  

EPS (sen)  25.6   39.9   27.0   36.7  

Dividend (sen)  11.0   14.0   14.0   14.0  

P/E (x)  12.7   8.2   12.1   8.9  

P/Cash Flow (x)  5.7   6.1   5.4   5.2  

P/Book Value (x)  0.7   0.7   0.6   0.6  

Dividend Yield (%)  3.4   4.3   4.3   4.3  

Payout Ratio (%)  42.9   35.1   51.8   38.2  

ROE (%)  5.2   6.5   5.6   6.3  

Net Gearing (%)  1.5   3.0   7.4   6.7         

 

P&L Analysis (RM mil) 2015 2016 2017 2018F 

Revenue  207.23   231.89   250.61   274.95  

EBITDA  56.21   64.66   56.52   67.14  

Depreciation  (25.34)  (27.58)  (28.79)  (31.89) 

Net interest expense  (0.75)  (1.04)  (1.29)  (1.64) 

EI  2.35   7.01   (2.03)  -    

PBT  26.57   36.81   24.41   33.61  

Tax  (7.32)  (6.82)  (4.09)  (6.05) 

Net Profit  19.25   29.99   20.33   27.56  

EBITDA Margin (%)  27.1   27.9   22.6   24.4  

PBT Margin (%)  12.8   15.9   9.7   12.2  

Net Margin (%)  9.3   12.9   8.1   10.0 

 

 

 

 

1. 4QFY17 Results Highlight 

 

  4Q FY17   4Q FY16   Chg  

   RMm     RMm     %   

Revenue  63.47   62.81   1.0  

Operating Profit  6.89   9.48   (27.4) 

Finance cost  (0.42)  (0.29)  43.3  

EI  2.50   3.91   (36.1) 

Pre-tax Profit  8.97   13.10   (31.6) 

Net Profit  7.50   9.49   (21.0) 

Operating Margin (%)  10.8   15.1   

Pre-tax Margin (%)  14.1   20.9   

Net Margin (%)  11.8   15.1    

 

 In 4QFY17, NHF’s turnover grew marginally by 

1% to RM63.47m due to higher demand in both 

local and overseas markets. However, we think 

that the growth was somewhat marginalised by 

the weakening US$ against ringgit, which 

reduced the export value in ringgit terms. 

 

 Operating profit in 4QFY17 declined by 27.4% 

to RM6.89m due to higher manufacturing and 

raw material costs. The adverse impact is 

cushioned by higher sales volume and price 

increases. 4QFY17’s core operating was actually 

within the average of 9MFY17 of around 

RM7.28m.  
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 The performance of PBT was distorted by non-operating items such as forex and revaluation gain. In 

4QFY17, while NHF benefited from a revaluation gain on investment properties of RM4.50m, net forex 

loss came in at RM2.00m. In comparison, it recorded a net forex gain of RM3.91m in 4QFY16. 

 

 Both PBT and net profit declined by 31.6% and 21.0% to RM8.97m and RM7.50m respectively. 

 

 In terms of geographical contribution, local market grew its sales by 6.5% to RM30.26m in 4QFY17. 

Overseas sales to ASEAN and non-ASEAN markets declined by 10.1% and 0.6% to RM9.38m and 

RM23.83m respectively. Overseas sales accounted for 52% of group turnover in 4QFY17. 

 

 Due to the higher manufacturing and raw material costs especially the rising price of imported cold-

rolled steel coil, gross margin declined to 26.3% (4QFY17) from 32.4% (4QFY16). However, it 

recovered from 24.6% (3QFY16) thanks to increase in selling price and higher sales volume. 

 

FY17 Results Highlight 

 

  FY17   FY16   Chg  

   RMm     RMm     %   

Revenue  250.61   231.89   8.1  

Operating Profit  28.07   31.01   (9.5) 

Finance cost  (1.63)  (1.22)  34.3  

EI  (2.03)  7.01   n.m.  

Pre-tax Profit  24.41   36.81   (33.7) 

Net Profit  20.33   29.99   (32.2) 

Operating Margin (%)  11.2   13.4   

Pre-tax Margin (%)  9.7   15.9   

Net Margin (%)  8.1   12.9   

 

 In FY17, although turnover increased by 8.1% to RM250.61m, operating profit declined by 9.5% to 

RM28.07m due to higher manufacturing cost and rising price of raw materials. Consequently, gross 

margin dipped to 26.4% (FY17) from 29.3% (FY16). 

 

 Sales to domestic, ASEAN and non-ASEAN markets grew by 6.9%, 18.2% and 5.3% each to 

RM118.14m, RM42.95m and RM89.51m. Total export sales accounted for 52.9% of group turnover in 

FY17. 

 

 PBT and net profit declined by 32-34% to RM24.41m and RM20.33m. This was attributed mainly to net 

forex loss amounting to RM6.53m in FY17 as compared with a net forex gain RM7.01m in FY16. In 

FY17, revaluation gain on investment properties came in at RM4.50m as compared with RM0.90m in 

FY16. 

 

 NHF also maintained a final and special dividend of 8 sen and 3 sen respectively in 4QFY17. Total 

dividend of FY17 stands at 14.0 sen in FY17. 

 

 Due to the revaluation of property, plant and equipment and investment properties, it increased book 

value by RM0.63/share in FY17. 

 

2. Earnings Outlook 

 

 NHF is involved in the manufacturing of metal and plastic automotive body parts, such as door, hood, 

fender, trunk lid, bumper, grille, lamps and others for the replacement market. It also distributes both 

genuine and alternative automotive replacement parts, accessories and service items sourced from local 

and overseas suppliers. In addition, NHF’s own manufactured metal and plastic automotive parts are also 

exported to over 60 countries in Asia, central and south America, Europe and Africa. Export sales 

accounted for 53% of group revenue in FY17. 
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 NHF’s niche position in auto body replacement market provides a steady and relatively less volatile 

earnings stream. Due to its exposure to both replacement and export markets, the demand drivers come 

mainly from the growing pool of vehicles on the road, accident rates and maintenance requirements.  

 

The local market provides a steady and recurring base but with limited growth prospects, given the 

maturing car population, total population of around 32m people and high car ownership. The broader 

ASEAN market with a population base of 600m people, TIV sales of >3m units per annum and 

comparatively lower vehicle ownership will be the key growth drivers. 

 

 Going forward, cost management of raw materials especially steel coil will remain a challenge. Its gross 

margin declined to 26.4% in FY17 as compared with the historical norm of 28-30%. However, the higher 

sales volume, better production efficiency and recent hike in selling price will help cushion some of the 

margin erosion in FY18. 

 

 Within its ASEAN market, Thailand will remain a key export market but its growth will be driven by a 

more aggressive push into Indonesia’s replacement market. Its current car population of >10m vehicles is 

as big as Malaysia’s market, boosted by fast-growing TIV sales of 1m new cars every year. 

 

The land acquisition in Indonesia for about RM18m was completed in Aug-17. Longer-term, NHF has 

plans to set up a manufacturing plant in Indonesia for better cost competitiveness and shorter lead time in 

products’ delivery to customers. However, a more concrete plan will only materialise towards 2HFY18 

with another 18-24 months required for the construction of a manufacturing plant. 

 

 For its local market, NHF has been embarking on increasing wider range of trading parts and more 

aggressive expansion of new products to cater to wider model varieties and non-national makes. 

 

3. Valuation and Recommendation 

 

 The reported FY17 net profit is 15% below our forecast due mainly to lower profitability. Consequently, 

we have reduced our earnings forecast by 6% for FY18.  

 

 We are maintaining our BUY recommendation on the stock. We still like the positive dynamics of 

growing car population, steady demand of replacement market, resilient earnings base as well as the 

long-term growth prospects from the more aggressive expansion into export markets. 

 

 The stock is trading at a discount to its book value of RM5.68/share as at end-FY17 (after incorporating 

an additional BV increase of RM0.63/share on revaluation surplus). Based on our EPS forecast of 36.7 

sen for FY18, the stock is currently trading at a P/E of 8.9x. The stock also provides a yield of 4.3% 

based on a total dividend of 14 sen for FY17. 
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Share Price Chart 

 

 
 

 

 

Disclosures/Disclaimer 

 

Investment ratings: 

Buy (generally >10% upside over the next 12 months) 

Hold (generally negative 10% downside to positive 10% upside over the next 12 months) 

Sell (generally >10% downside over the next 12 months) 

 

This report has been prepared by BCT Asia Advisory Sdn Bhd for purposes of CMDF-Bursa Research Scheme 

(“CBRS”) III, administered by Bursa Malaysia Berhad (“Administrator”) and has been compensated to undertake 

the scheme. BCT Asia Advisory Sdn Bhd has produced this report independent of any influence from the 

Administrator or the subject company. For more information about CBRS and other research reports, please visit 

Bursa Malaysia’s website at:  

http://www.bursamalaysia.com/website/bm/listed_companies/cmdf_bursa_research_scheme/eResearch.jsp 

 

The information and opinion in this document has been obtained from various sources believed to be reliable. This 

publication is for information purpose only, and must not be relied upon as authoritative or taken in substitution 

for the exercise of judgment. This document is not to be construed as an offer or a solicitation of an offer to buy or 

sell any securities. Opinions expressed in this publication are subject to change without notice and any 

recommendation herein does not have regard to the specific investment objectives, financial situation and the 

particular needs of any specific addressee. No representation, express or implied, is made with respect to the 

accuracy, completeness or reliability of the information or opinions in this publication. Accordingly, neither we 

nor any of our affiliates nor persons related to us accept any liability whatsoever for any direct, indirect or 

consequential losses (including loss and profit) or damages that may arise from the use of information or opinions 

in this publication. 

 

BCT Asia Advisory Sdn Bhd and its related companies, their associates, directors, connected parties and/or 

employees may own or have positions in any securities mentioned herein or any securities related thereto and may 

from time to time add or dispose of or may materially be interested in any such securities. BCT Asia Advisory 

Sdn Bhd and its related companies may from time to time perform advisory, investment, communications or other 

services for, or solicit such advisory, investment, communications or other services from any entity mentioned in 

this report. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, 

may give rise to real or potential conflicts of interest.  

http://www.bursamalaysia.com/website/bm/listed_companies/cmdf_bursa_research_scheme/eResearch.jsp

