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FYE Mar (RMm) 1QFY21  4QFY20 qoq % 1QFY20 yoy % 1QFY21 1QFY20  yoy %
Revenue 200.6 191.1 5.0% 2248 -10.7% 200.6 2248  -10.7%
Cost of Sales (182.1) (182.7) -0.3%  (206.1) -11.6%  (182.1)  (206.1) -11.6%
Gross Profit 18.5 8.4 121.4% 187  -0.6% 18.5 18.7 -0.6%
Other Income/ (Opex) * 5.2)7 (1.9) 176.0%" (3.9) 34.3%" (5.2)" (3.9 34.3%
Operating Profit 13.3 6.5 105.5% 1487 9.8% 13.3 14.8 -9.8%
Net interest r 02" 05 -60.7%" 0.4 -40.1%" 02" 0.4  -40.1%
PBT 13.5 7.0  92.6% 15.1  -10.5% 13.5 151  -10.5%
Tax (3.1) (2.4) 27.7% (3.5) -11.6% (3.1) (3.5) -11.6%
Tax rate 22.8% 34.4% 23.1% 22.8% 23.1%

Net profit 10.4 46 126.8% 11.6 7 -10.2% 10.4 11.6  -10.2%
EPS (sen) 10.5 46 126.7% 11.7  -10.2% 10.5 11.7  -10.2%
Gross profit margin 9.2% 4.4% 8.3% 9.2% 8.3%

Operating profit margin 6.6% 3.4% 6.6% 6.6% 6.6%

Net profit margin 5.2% 2.4% 5.2% 5.2% 5.2%

1QFY21 Results Review

e Perstima’s net profit of RM10.4 million in 1QFY21 came in above our expectation, forming 47%
of our full-year forecast for FY21. The outperformance was due to the Group’s wider-than-
expected gross profit margin for the current quarter, though we note that the Group’s 1Q results
tend to be better than the other quarters based on its past two financial years.

e Y-0-y, Perstima’s revenue fell 10.7% for the current quarter due to lower sales volume and selling
price in Malaysia. The fall was moderated by an increase in sales volume in Vietnam. Given the
weaker top line, the Group’s net profit decreased by a similar magnitude of 10.2% as operating
and net profit margins remained stable.

e On ag-0-q basis, the Group’s top line increased by 5.0%, assisted by the better performance in
Vietnam — stronger sales volume and selling price — for the current quarter. As profit margins
more than doubled compared to 4QFY20, Perstima’s net profit rose 126.8% in 1QFY21.

e Sales performance in Malaysia continued to be on a downtrend as the Group is faced with intense
competition post-expiration of anti-dumping duties and higher presence of imports, which had
adversely affected sales volume since 4QFY19.

o Management guided that the Group’s operating environment will continue to be challenged by
the higher presence of imports and the volatility of exchange rate. Also, the COVID-19 pandemic
has added another layer of uncertainty to its business performance. In view of the challenges
highlighted above, we still expect Perstima’s earnings to reduce by 4.5% in FY21. We expect a
pick-up in revenue in FY22 as the impact from anti-dumping duties normalise, but start-up costs
from the new plant in the Philippines are anticipated to weigh on the Group’s earnings in FY22.

e Perstima’s new subsidiary in the Philippines was still at a preliminary stage; it has yet to generate
revenue and incurred some start-up costs for the current quarter. Perstima is constructing its
new plant in the Philippines, which had commenced in August 2019 and is expected to complete
in 2H 2021. Construction progress is at 47.00% as at end-June 2020.

e This new plant will add 200,000 MT per annum (or 63%) of tinplate and tin free steel
manufacturing capacity to the Group. Nonetheless, earnings contribution from the new plant is
uncertain given the current economic slowdown amid the global pandemic. We view that the
Group might be saddled high start-up cost arising from depreciation, financing and other costs
before utilisation of the plant reaches an optimum level and contribute positively to the Group.
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Construction of the new plant in the Philippines is expected to cost USD65.9 million (or RM275.5
million). The management plans to fund it via proceeds from the issuance of rights shares, bank
borrowings and internally generated funds.

On 18 August 2020, Perstima obtained shareholders’ approval to proceed with the issuance of
up to 19,860,944 rights shares to existing shareholders on the basis of 1 right for every 5 shares
at an issue price to be determined later. In this regard, Perstima’s three major shareholders (i.e.
Versalite Sdn Bhd, JFE Shoji Corporation and JFE Steel Corporation) have given an undertaking
to subscribe to their respective proportion of the rights shares. In addition, the subscriber of the
rights will be entitled to 1 bonus issue for every 2 rights subscribed, which had also been
approved in the extraordinary general meeting on the same date.

The subscription of rights shares by shareholders would dilute the EPS and it remains uncertain
on when the new plant can contribute meaningfully to the Group’s earnings due to the current
economic slowdown.

The Group remained in a healthy net cash position, at 45.2 sen/share as at end-June 2020, albeit
halved from the 92.5 sen/share a quarter ago, due to negative operating cash flow for the current
quarter.

Notably, Perstima offers an estimated dividend yield averaging 5.8% over the next 2 years, while
its balance sheet remains robust with a net cash position. We expect Perstima to be able to fund
the new plant in the Philippines with internally generated funds and proceeds from the issuance
of the rights shares.

Recommendation

We maintain our SELL call, with a higher target price of RM3.34 (from RM3.00 previously) due to an
upward revision in gross profit margin to 7.4% (from 6.3% previously), given the margin improvement
in the current quarter. The fair value reflects a P/E multiple of 12.0x, applied on the average EPS
forecasted for FY21 and FY22. That said, the SELL call is maintained to reflect continued weakness in
earnings arising from the demand shock caused by intense competition post-expiration of anti-dumping
duties, as well as adverse economic impact from COVID-19.

Key Financials (FYE Mar) FY19 FY20 FY21E FY22E
Revenue (RMm) 978.8 8594 760.9 837.0
EBITDA (RMm) 60.5 49.6 48.8 54.4
EBITDA margin 6.2% 5.8% 6.4% 6.5%
Core net profit (RMm) 41.0 30.9 29.5 25.8
FD EPS (sen) 41.3 31.1 29.7 26.0
FD EPS growth 90.5% -24.7% -45% -12.6%
DPS (sen) 30.0 30.0 24.2 21.2
Payout ratio 73% 96% 81% 81%
Per Share Data (FYE Mar) FY19 FY20 FY21E FY22E
Book value (RM) 4.0 4.1 5.7 6.1
FCFE (RM) 0.0 0.4 0.3 -0.8
Earnings (sen) 41.3 311 29.7 26.0
Net dividend (sen) 30.0 30.0 24.2 21.2
Payout ratio 73% 96% 81% 81%
P/E (X) 11.9 15.8 13.3 15.2
P/FCFE (X) (112.9) 12.0 13.0 4.9
P/Book value (x) 1.2 1.2 0.7 0.6
Net dividend yield 6.1% 6.1% 6.1% 5.4%
ROE 10.4% 7.7% 5.2% 4.3%
Net gearing (x) net cash net cash net cash net cash

20f4



Perstima Bhd

ZJ Research

Perstima’s last 12-month share price chart
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RATING GUIDE

BUY Price appreciation expected to exceed 15% within the next 12 months

SELL Price depreciation expected to exceed 15% within the next 12 months

HOLD Price movement expected to be between -15% and +15% over the next 12 months

from current level

DISCLAIMER

This report has been prepared by ZJ Advisory Sdn Bhd 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 disclaims any and all liability, howsoever arising, out of or in relation to the
administration of MidS and/or this report.

This report is for information purposes only and has been prepared by ZJ Advisory based on sources
believed to be reliable at the time of issue of this report. We however do not give any guarantee as to
the accuracy or completeness of the information provided. Any opinions or estimates in this report are
that of ZJ Advisory as of this date and are subject to change without notice. ZJ Advisory has no
obligation to update its opinion or the information in this report beyond the scope of participation under
MidS.

This report is under no circumstances to be construed as an offer to sell or a solicitation of an offer to
buy any securities. Investors should seek financial regarding the appropriateness of investing in any
securities discussed or opined in this report. Investors should understand that statements regarding
future prospects may not materialize. This report may contain forward looking statement and forecasts,
which are based on assumptions that are subject to uncertainties. Any deviation from the expectations
may have adverse effect on the projections and prospects contained herein. ZJ Advisory accepts no
liability for any direct, indirect or consequential loss arising from the use of this report.

ZJ Advisory and/or its directors and staff may have an interest in the securities mentioned herein.
Furthermore, ZJ Advisory and its related companies may, from time to time, provide or seek to provide
advisory and/or other services for the company(ies) mentioned in this report, and may be involved in
share placement exercise involving securities mentioned herein. In reviewing this research report,
investors should be aware that any or all of the foregoing, may among other things, give rise to real or
potential conflicts of interest.

This research report is available at MidS’ website. For more information on MidS and for other research
reports, please visit www.bursamids.com.

ZJ Advisory Sdn Bhd (Co No: 645449-V)

(An investment adviser licensed by the Securities Commission)
Suite 27, 27th Floor, Sunway Tower,

No 86, Jalan Ampang, 50450 Kuala Lumpur

Tel (603) 2032 2328 Facsimile (603) 2032 1328
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