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Leader Universal Holdings Bhd BUY
FV (maintained) : RM1.33 per share
; Leader announced net profit of RM18.1m in 2Q08
Price (22 Aug 08) RM0.595 and RM33.6m in 1HO8, the latter represents 51.8%
KLCI 1,085.60 of our full year forecast. The group also announced
securing new orders, estimated at RM700m, to be
Stock Data delivered over the next 6 months. Although this
Bursa / Bloomberg code 4529/ LUH MK would improve top and bottom line performance, we
Board / Sector Main / Ind. Products maintain our forecast earnings in view of the
Syariah Compliant status Yes challenging time ahead and retain our fair valuation
Issued shares (m) 436.46 of RM1.33 per share based on sum-of-part method.
Par Value (RM) 1.00 L
Market cap. (RM m) 25969 | Results Highlights
Price / NTA 0.55x o Leader announced a 1.2% g-o0-q drop but a 7.0% y-0-y increase
52-week price Range RM0.545 — RM1.23 in pretax profit to RM27.5m in 2Q08 on the back of a 6.0% g-0-q
Beta (against KLCI) 157 increase but a 4.4% y-o-y drop in revenue to RM678.1m. Net
3mA Dailv Vol 1 1'2 profit rose 16.4% g-0-q and 13.9% y-o-y to RM18.1m,
3-m Average Da!ly Volunle RMO.67m translating into an EPS of 4.14 sen.
A::SG d\ﬁr;g?ast?/gm a:ci ofm o For the 1HO8, pretax profit shot up 26.8% to RM55.4m despite
gp revenue rising only by 1.8%. Net profit increased by 19.5% to
Share Perf £99 Aug 08 RM33.6m. translating into an EPS of 7.69 sen.
are Performance (as a 1 ug 08) 3 12 o  Revenue from the cable & wire division in 2Q08 grew 5.4% g-0-q
m m m but dropped 6.2% y-0-y to RM622.2m. The lower y-o-y revenue
Absolute (%) 72 -33.9 -42.2 is due to the disposal of LS Magnet Wire S/B, which contributed
Relative (%-pts) 94 -18.9 -28.7 RM42.2m revenue in 2Q07, effective 1 July 07. Operating profit
in 2Q08 rose 8.9% g-0-q and 10.2% y-0-y to RM24.1m, with its
. . margin improving to 3.87% from 3.74% in 1Q08 and 3.29% in
Price-Earnings Band 2Q07. Exports sales accounted for about 30% of total revenue
Fy-2 FY-1 FY for this division.
Upper 18 9.1 8.3 o 2Q08 power generation division revenue rose 10.4% g-o-q and
Lower 3.8 34 34 31.4% y-0-y to RM50.5m. However, operating profit dropped
29.7% qg-0-q and 16.6% y-o-y to RM8.4m, with margin eroding
Financial Forecast (Year End Dec 31) to 16.6% from 26.0% in 1Q08 and 26.1% in 2Q07 due to high
(RMm) 06A  O7E  O08F  O9F __ energy costs.
Revenue 23650 28217 2901 31118 | PDividend
Op. profit 915 123.9 134.8 140.8 o  No dividend was announced.
Pretax profit 65.8 94.5 116.8 125.2 Outlook
Net profit 3.3 66.0 64.8 701 o Management warned of a continued challenging business
EPS (sen) 8.1 15.1 149 16.1 environment in 2HO8 as a consequence of high energy cost and
PER (X) 74 3.9 4.0 3.7 slow down in the global and domestic economies. Nevertheless,
Gross DPS (sen) 15 3.0 3.0 45 its strong export and stable income from power generation
. business will cushion the impact.
Gross Yield (%) 25 5.0 5.0 7.6 It d ) rca RM700 ders for th ble &
0 o announced securing circa m new orders for the cable
Payout Ratio(’) 135 145 14.9 21.0 wire division, to be delivered over the next 6 months. The group
Book Value(RM) 0.85 099 1.12 1.25 also expects local demand to pick up either by year-end or next
ROE (%) 9.5 16.8 14.4 13.6 year on 9MP infrastructure spending and the proposed Bakun
undersea cable project.
Important Balance Sheet Items (as at 30 Jun 08) o The 200MW power plant in Sihanoukville is scheduled for
NTA / share (RM) 1.08 completion by 2012.
Total Receivables (RM m) 505.1 Valuation & Recommendation
Total Payables (RM m) 336.2 . . . .
Total Inventories (RM m) 280.3 We maintain our forecast and continue to fair value Leader Universal
’ at RM1.33 per share based on sum-of-part (SOP) method, representing
Total Assets (RM m) 1,382.7 a 123% upside potential. We value the two power generation plants at
Net Cash /(Debt) (RM m) (308.3) 41 sen (@ WACC of 12%), hence the residual 18.5 sen translates to an
undemanding PER of 1.7x for the cable & wire operations. Buy
RESULTS SUMMARY
Year Ending Dec 31 2Q08 1Q08 2Q07 QoQ YoY 1HO8 1HO7 chg
Revenue (RM m) 678.07 639.90 709.14 6.0% -4.4% | 1,317.97 | 1,294.92 1.8%
Operating Profit (RM m) 33.74 32.41 32.01 4.1% 5.4% 66.15 57.71 14.6%
Profit before Taxation (RM m) 27.54 27.88 25.75 -1.2% 7.0% 5541 43.69 26.8%
Net Profit (RM m) 18.06 15.51 15.85 16.4% 13.9% 33.57 28.10 19.5%
EPS (sen) 4.14 3.55 3.63 16.4% 14.0% 7.69 6.44 19.4%

Please read carefully the important disclosures at end of this publication
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Chart 1 : Cable & Wire - Table 1 : Historical Quarterly Revenue
Quarterly Revenue & Growth
RMm \ Dec 31 1Q08 4Q07 1Q07
Cable & Wire 622.2 590.5 663.1
Power Generation 50.5 45.7 38.4
Others 5.4 3.7 7.7
Total 678.1 639.9 709.1

Table 2 : Historical Quarterly Operating Profit

8 8 8 8 8 8 8 8 5 5 5 5 &8 38 RMm \ Dec 31 1Q08 4Q07 1Q07
g g g6 6 g g8 ¢ 0 g T G o
TN ey e s 88 N T A Cable & Wire 24.1 22.1 218
mmm Revenue (RM m) (LHS) == Q-0-Q Growth (RHS) Y-0-Y Growth (RHS)
Power Generation 8.4 11.9 10.0
Others 1.3 -1.6 0.1
Chart 2 : Cable & Wire — Quarterly Operating Total 33.7 324 32.0

Profit & Operating Profit Margin

Table 3 : Revenue Projection

RMm \ Dec 31 2006 2007 2008F 2009F
Cable & Wire 2,178.0 | 2,6384 | 2,715.2 | 29325
Power Generation 153.6 158.9 173.7 173.7
Others 335 244 11.2 5.6
Total Revenue 2,365.0 | 2,821.7 | 2,900.1 | 3,111.8

mmm Operating Profit (RM m) (LHS) —— Operating Profit Margin (RHS) Table 4 : Operating Profit Projection
Chart 3 : Power Generation — RMm\\ De<l: 3 2006 2007 2008F 2009F
Quarterly Revenue & Growth Cable & Wire 55.7 93.9 101.4 110.6
Power Generation 39.5 372 334 30.2
Others (3.6) (7.3) - -
R IS e s (e Total 915 | 1239 | 1348 | 1408

Table 5 : SOP Valuation for Leader

NP P.E Valuation

FYO8F rating (RMm)

2 8 8 88 8 855505388 (RMm) | ()
R 8§89 28 8828 9 ¢X Cable & Wire 47.2 8.5 401.4

mmm Revenue (RM m) (LHS) ====Q-0-Q Growth (RHS) Y-0-Y Growth (RHS) WACC

PG Cambodia — 35MW 12% 36.7
Chart 4 : Power Generation — Quarterly Operating PG Cambodia — 200MW * 12% 142.0
Profit & Operating Profit Margin Total 580.1
No of Shares (m) 436.5
Fair Value / share (RM) 1.33

NP = Net profit ; PG = Power Generation
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JF APEX SECURITIES BERHAD — CONTACT LIST

JF APEX SECURITIES BHD

Head Office:

6™ Floor, Menara Apex
Off Jalan Semenyih
Bukit Mewah

43000 Kajang
Selangor Darul Ehsan
Malaysia

General Line: (603) 8736 1118
Facsimile : (603) 8737 4532

PJ Office:

15" Floor, Menara Choy Fook On
No. 1B, Jalan Yong Shook Lin
46050 Petaling Jaya

Selangor Darul Ehsan

Malaysia

General Line: (603) 7620 1118
Facsimile  : (603) 7620 6388

DEALING TEAM

Head Office:

Valerie Gan Ai Lynn (ext 3238)
Kong Ming Ming (ext 3237)
Norisam Bojo (ext 3233)
Derrick Ng Wei Yee (Ext 3239)
Edwin Loh Ming Hon (Ext 3236)
Lee Kean Vit (Ext 3234)

PJ Office:

Tengku Badrul Hisham (ext 363)
Mohd Khairi bin Husain (ext 839)
Iskandar Zulkarlnain Ahmad (ext 808)
Mohd Hanif Wan Said (ext 111)

Elle Chan (ext 862)

Apexetrade Servicing Team:
Shirley Chang (ext 3213)

Law Chee Hong ( ext 3212)

Choy Chean Yen (ext 3214)

Alvin Wong Wing Haur (ext 3226)

RESEARCH TEAM

PJ Office:

Ameer Ali Mohamed (ext 810)
Wan Azhar Mustapha (ext 817)
Norhashmilaidi Hashim (ext 822)
Michael Seow (ext 812)

Belford Chang (ext 823)

Lugman Hagim (ext 3235)
Ameer Rizwan Azman (ext 3211)

JF APEX SECURITIES - RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS
OUTPERFORM: The stock’s total returns* are expected to exceed KLCI's total return by 10% or more in the next 12 months.
MARKETPERFORM: The stock’s total returns* are expected to be within +10% or -10% of KLCI's total return.

UNDERPERFORM : The stock’s total returns* are expected to be below KLCI's total return by 10% or more in the next 12 months.

BUY: The stock’s total returns* are expected to be 15% or higher within the next 12 months.

SELL: The stock’s total returns* are expected to be -15% or worse within the next 12 months.

SECTOR RECOMMENDATIONS

OVERWEIGHT: The industry as defined by the analyst is expected to outperform the KLCI over the 12 months.
MARKETWEIGHT: The industry as defined by the analyst is expected to perform in line with KLCI over the 12 months.
UNDERWEIGHT The industry as defined by the analyst is expected to underperform the KLCI over the next 12 months.

*capital gain + dividend yield

JF APEX SECURITIES BERHAD - DISCLAIMER

Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise without the prior written
consent of JF Apex Securities Berhad. The opinions and information contained herein are based on available data believed to be reliable. It is not
to be construed as an offer, invitation or solicitation to buy or sell the securities covered by this report.

Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily reflect the opinion of JF
Apex Securities Berhad and are subject to change without notice. JF Apex Securities Berhad has no obligation to update, modify or amend this
report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth
herein, changes or subsequently becomes inaccurate.

JF Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance upon such
statement by anyone shall give rise to any claim whatsoever against JF Apex Securities Berhad. JF Apex Securities Berhad may from time to
time have an interest in the company mentioned by this report. This report may not be reproduced, copied or circulated without the prior written
approval of JF Apex Securities Berhad. JFApex Securities Berhad is a participant of the CMDF-Bursa Research Scheme and will receive
compensation for the participation.
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JF Apex Securities Berhad (47680-x)
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