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UPDATE REPORT 16 April 2018 

Name of PLC : New Hoong Fatt Holdings Bhd (NHF)  Target Price : RM 5.70 

Business Summary : Manufacturing and trading of automotive replacement parts 

Major Shareholders :        Kam Foong Keng 34.6% 

Wong Ah Moy @ Wong Yoke Len 13.8% 

Yeoman Capital Management Pte Ltd 7.7% 

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

 Market Capitalisation : RM 248.0m 

Current Price : RM 3.30 

Market / Sector : Consumer Products 

Stock Code : 7060 

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

 

 
Key Stock Statistics 2016 2017 2018F 2019F 

EPS (sen)  39.9   27.0   36.4   40.4  

EPS ex-EI (sen)  30.6   29.7   36.4   40.4  

P/E (x)  8.3   12.2   9.1   8.2  

P/E ex-EI (x)  10.8   11.1   9.1   8.2  

Dividend/Share (sen)  14.0   14.0   14.0   14.0  

NTA/Share (RM)  4.95   5.68   5.90   6.16  

Book Value/Share (RM)  4.95   5.68   5.90   6.16  

Issued Capital (mil shares)  75.2   75.2   75.2   75.2   

52-weeks Share Price Range (RM)   3.19 - 4.91 

 

Per Share Data 2016 2017 2018F 2019F 

Year-end 31 Dec     

Book Value (RM)  4.95   5.68   5.90   6.16  

Operating Cash Flow (sen)  53.8   60.4   55.0   86.4  

EPS (sen)  39.9   27.0   36.4   40.4  

Dividend (sen)  14.0   14.0   14.0   14.0  

P/E (x)  8.3   12.2   9.1   8.2  

P/Cash Flow (x)  6.1   5.5   6.0   3.8  

P/Book Value (x)  0.7   0.6   0.6   0.5  

Dividend Yield (%)  4.2   4.2   4.2   4.2  

Payout Ratio (%)  35.1   51.8   38.5   34.6  

ROE (%)  6.5   5.6   6.3   6.7  

Net Gearing (%)  3.0   7.4   8.0   3.5           

 

P&L Analysis (RM mil) 2016 2017 2018F 2019F 

Revenue  231.89   250.61   274.95   300.48  

EBITDA  58.41   56.52   66.94   70.75  

Depreciation  (27.58)  (28.79)  (31.89)  (32.14) 

Net interest expense  (1.04)  (1.29)  (1.68)  (1.58) 

EI  7.01   (2.03)  -     -    

PBT  36.81   24.41   33.37   37.04  

Tax  (6.82)  (4.09)  (6.01)  (6.67) 

Net Profit  29.99   20.33   27.36   30.37  

EBITDA Margin (%)  25.2   22.6   24.3   23.5  

PBT Margin (%)  15.9   9.7   12.1   12.3  

Net Margin (%)  12.9   8.1   10.0   10.1 

 

 

 

 

1. Investment Highlights/Summary 

 

 Local sales are expected to grow steadily due to 

the maturing car population and recurring 

demand for replacement parts. Additional 

growth impetus will come from export sales 

(especially Indonesia market). Profitability is 

expected to improve in FY18-19 due to the cost 

pass-through from gradual price increases. 

 

 We like NHF’s unique positioning in REM 

market for its steady and recurring demand. Its 

longer-term prospects are driven by growing car 

population and rising middle-income class 

within the ASEAN region, and NHF’s more 

aggressive expansion into the Indonesia market. 

 

 We are maintaining our BUY recommendation 

on the stock for its attractive valuations. 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). As such, 

we have increased our target price to RM5.70 to 

reflect its higher book value/share. 

 

 Based on our EPS forecast of 36.4 sen and 40.4 

sen for FY18 and FY19, the stock is currently 

trading at a P/E of 9.1x and 8.2x. The stock also 

provides a yield of 4.2% based on total dividend 

of 14 sen for FY17. 

 

 

 

 

 

 

 

http://www.newhoongfatt.com.my/
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2. Corporate Development 

 

 We recently met up with management for an update. 

 

 TIV sales in Malaysia has contracted since peaking in CY15 at 666,677 units. The down-cycle has 

continued due to the implementation of GST in Apr-15, weakening MYR in 2016, stricter lending policy 

by financial institutions and cautious consumer sentiment. From CY15, TIV sales have declined by 14% 

to 576,635 units in CY17. The outlook for local automotive market will remain subdued as Malaysian 

Automotive Association (MAA) expects TIV sales to grow marginally by 2% to 590,000 units in CY18 

driven by a higher projected GDP growth in 2018. 

 

TIV sales in Malaysia 

 

 
 
* Forecast by Malaysian Automotive Association (MAA) 

 

 Despite the decline in the overall new car sales, NHF’s local sales are not impacted as its products cater 

only for the replacement equipment market (REM). However, in the earlier FY13-15, NHF’s Malaysia 

operations experienced a decline in turnover due to the general weak consumer sentiment and the 

shrinking  market share of Proton in TIV sales as well as overall car population. 

 

NHF has re-strategized by broadening its range of trading parts and expanding products’ pipeline to cater 

for wider model varieties and non-national makes. It has also put more emphasis on service and 

maintenance (wear and tear) segment. NHF commands certain competitive advantages over its local 

competitors, which are mainly trading companies. NHF is better positioned in terms of cost 

competitiveness, faster response and service (due to in-house manufacturing), extensive product coverage 

and distribution network. Despite the still subdued REM market, its local sales grew sustainably in FY16 

and FY17. By segment, in-house manufactured items account for around 70% of local sales. The sales of 

external trading items contribute the remaining 30%. 

 

Historical Turnover (Malaysia) 

 

RMm FY12 FY13 FY14 FY15 FY16 FY17 

Turnover (Malaysia) (RMm)  133.68   128.63   114.29   100.51   110.52   118.14  

Turnover growth (%) -11.1% -3.8% -11.1% -12.1% 10.0% 6.9% 

 

NHF currently distributes more than 3,000 inhouse manufactured parts. It also sources third-party 

automotive parts from local and overseas manufacturers. It has extensive distribution channels of more 

than 1,000 wholesalers and retailers throughout Malaysia. 

 



 
 

 

Page 3 of 6 

   BCT Asia advisory 

 

Going forward, its strategy is to broaden product categories in the local market, leveraging on the 

existing distribution platform, manufacturing (for in-  house manufactured parts) and sourcing capability 

of its regional trading subsidiaries especially Ampire Auto Parts (Shanghai) Co. Ltd (for trading items). 

 

 NHF’s own manufactured metal and plastic automotive parts are also exported to more than 50 countries 

in Asia, Central and South America, Europe and Africa. Its export sales accounted for 52.9% of group 

turnover in FY17. 

 

Export Turnover Breakdown 

 

RMm FY12 FY13 FY14 FY15 FY16 FY17 

ASEAN  26.62   27.76   26.86   30.58   36.35   42.95  

Non-ASEAN  57.17   54.21   59.45   76.15   85.03   89.51  

Export sales  83.79   81.97   86.31   106.72   121.37   132.46  

Export sales 28.6% -2.2% 5.3% 23.7% 13.7% 9.1% 

    

 Within the ASEAN market, sales to Thailand accounts for more than half of its export sales to ASEAN 

of RM42.95m in FY17. This is underpinned by Thailand’s long-established automotive hub within this 

region and a sizeable and growing car population. 

 

In recent years, its sales to ASEAN market had been further boosted by increasing contribution from 

Indonesia market. Although its current contribution is not yet material to the group turnover, the 

Indonesian market offers strong prospects for future growth, considering its above 1m TIV sales 

achieved since CY12, sizeable population and a rising middle-income class. 

 

Historical turnover (ASEAN) 

 

 FY12 FY13 FY14 FY15 FY16 FY17 

Turnover (ASEAN) (RMm)  26.62   27.76   26.86   30.58   36.35   42.95  

Turnover growth (%) 57.6% 4.3% -3.3% 13.8% 18.9% 18.2% 

 

TIV Sales in Key ASEAN Markets 

 

Units FY11 FY12 FY13 FY14 FY15 FY16 FY17 

Indonesia  894,164   1,116,212   1,229,901   1,208,019   1,013,291   1,061,735   1,079,534  

Thailand  794,081   1,436,335   1,330,672   881,832   799,632   768,788   871,650  

Malaysia  600,123   627,753   655,793   666,465   666,677   580,085   576,635  

Philippines  141,616   156,654   181,738   234,747   288,609   359,572   425,673  

Vietnam  109,660   80,453   98,649   133,588   209,267   270,820   250,619  

Singapore  39,570   37,247   34,111   47,443   78,609   110,455   116,148  

Myanmar       4,168   8,225  

Brunei  14,555   18,634   18,642   18,114   14,406   13,248   11,209  

ASEAN  2,593,769   3,473,288   3,549,506   3,190,208   3,070,491   3,168,871   3,339,693 

 

Source: ASEAN Automotive Federation 

 

Over the short-term, NHF is working on expanding its product range and distribution network in 

Indonesia. The market acceptance towards replacement of body parts is still under-developed as 

compared with Malaysia and Thailand. This is partly because of the relatively cheap labour cost and 

market awareness and acceptance. 

 

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. The land acquisition by PT AGPI for RM18m 

was completed in Aug-17. However, the company is taking a cautious approach in assessing the potential 

market demand for automotive body parts before embarking on building a manufacturing plant in 

Indonesia. 
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Other potential markets for growth are the Philippines and Vietnam, which have also experienced 

growing TIV sales in the recent years. While the local market in Malaysia provides a steady and 

recurring base, its growth potential is limited considering the maturing car population, total population of 

32m and high car ownership. The broader ASEAN market with a population base of 600m, TIV sales of 

over 3m units per annum and comparatively lower car ownership will be the key growth drivers. 

 

 NHF’s sales to non-ASEAN market are evenly distributed among the Middle-East, Africa and South 

America regions. Its exports to these markets leverage on the export of Thailand’s car production 

globally. However, performance is dependant on the economic performance of these regions and the 

fluctuation of currencies which would affect its products’ pricing and competition from REM players 

from Taiwan. 

 

Historical turnover (Non-ASEAN) 

 

 FY12 FY13 FY14 FY15 FY16 FY17 

Turnover (Non-ASEAN) (RMm)  57.17   54.21   59.45   76.15   85.03   89.51  

Turnover growth (%) 18.5% -5.2% 9.7% 28.1% 11.7% 5.3% 

 

 Historically, group gross margin ranged between 25-30%. In FY17, gross margin dipped to 26.4%. This 

was attributed to the rising cost of cold-rolled steel coil. We understand that it has risen from US$500/mt 

(end-FY16) to the current US$700/mt. The impact is mitigated by the recent appreciation in MYR. NHF 

has recouped some of the loss margin through gradually hiking selling prices. However, there is a lag 

effect in normalizing margin in the environment of rising steel cost. We expect gross margin 

improvement in FY18-19 due to a hike in selling price, higher production efficiency, cost and waste 

reduction programme. 

 

Historical Gross Margin Trend 

 

 
 

 In FY17, NHF incurred net forex loss of RM6.53m as compared with a net forex gain of RM7.01m in 

FY16. In the long-run, the fluctuation of currency would not have a big impact on profitability due to 

some form of natural hedging. While 70-75% of purchases (raw materials and imported parts) are 

denominated in US$, it would be mitigated by its export sales, which are also quoted in US$. 

 

 NHF conducted a revaluation exercise on land, buildings and investment properties in 4QFY17 to 

ascertain their market value for accounting purposes. This resulted in a revaluation surplus (net of tax) of 

RM47.2m, translating into an increase of RM0.63 in book value/share. 

 

 In FY17, capex stood at RM57m. The bulk of it was spent on product development (RM20-25m), land 

purchase in Indonesia (RM18m) and machineries (RM10m). As NHF continues to expand its new 
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product pipelines, capex will remain high for FY18-19. The investment in new product development for 

tooling, mould and die will typically take up RM20-25m each year. The remaining RM10m will be 

incurred on new machinery and upgrades. 

 

 NHF has proposed a Bonus issue of 1 for 10. The proposed Bonus issue will be from capitalising 

RM4.21m from the Company’s share premium account and RM3.31m from the retained earnings 

account. On 6-Apr-18, Bursa Securities approved the listing and quotation of Bonus shares on the Main 

Market. 

 

3. 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 50 countries in Asia, the Middle-East, central and south America, Europe and Africa. 

Export sales accounted for 53% of group revenue in FY17. 

 

 NHF’s niche position in REM market provides a steady and relatively less volatile earnings stream. The 

demand drivers come mainly from the growing pool of vehicles on the road, accident rates and 

maintenance requirements. 

 

 The local sales are expected to grow steadily due to the maturing car population and recurring demand 

for replacement parts. Additional growth impetus would come from export sales (especially Indonesia 

market). 

 

 Profitability is expected to improve in FY18-19 due to the cost pass-through from gradual price increases. 

 

 

4. Valuation and Recommendation 

 

 We like NHF’s unique positioning in REM market for its steady and recurring demand. Its longer-term 

growth prospects will be driven by growing car population and rising middle-income class within the 

ASEAN region and NHF’s more aggressive expansion into the Indonesia market. 

 

 We are maintaining our BUY recommendation on the stock for its cheap valuations. 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). As such, we have increased our target price to RM5.70 

to reflect its higher book value/share. 

 

 Based on our EPS forecast of 36.4 sen and 40.4 sen for FY18 and FY19, the stock is currently trading at 

a P/E of 9.1x and 8.2x. The stock also provides a yield of 4.2% 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

