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Padini Holdings Berhad

Lukewarm quarter

Recommendation: HOLD Summary

Current Price: RM3.28 , pADINI 4QFY24 core net profit of RM22.8m (-60.8% yoy and -50.3%
Previous Target Price: RM 4.32 gqoq) came below ours and consensus expectations, constituting 89% and
Target Price: ! RM 3.51 919% of forecast respectively, impacted by higher depreciation and staff

7.0% costs along with decline in GP margin from 39% to 36%.

e Kept our earnings forecast unchanged for FY25F and introduced FY26F
core net profit at RM202.7m (+7.1% yoy) on gradual improvement in
SSSG.

¢ Downgrade our recommendation to HOLD, with lower target price of
RM3.51, based on lower P/E multiple of 11.4x for the FY26F EPS of 31.0

7052 / PAD MK sen.

Upside/Downside:

Stock information
Board MAIN
Sector Consumer Products
Bursa / Bloomberg Code

Syariah Compliant Yes .

FTSE4Good Index Yes Results Review

FTSE ESG Rating “¥%xx o Results review. 4QFY24 core net profit fell -60.8% yoy and -50.3% qoq to
Bloomberg ESG Rating N/A RM22.8m, mainly due to higher depreciation and staff costs along with decline in

gross profit margin from 39% to 36%. Revenue for the quarter declined -4.4% yoy

Shares issued (m) 657.9 R ) o
Market Cap (RM' m) 51579 and -20.9% goq to RM455.2m. A first interim dividend of 2.5 sen per share, payable
aret Lap e on 13 September 2024, was declared.
52-Week Price Range (RM) 3.994-3.18
Beta (x) 0.5 o Below expectations. 12MFY24 core net profit of RM153.4m came below
Free float (%) 34.1 expectations, accounting to 89% and 91% of ours and consensus expectations. Key
3M Average Volume (m) 0.3 deviation is mainly due to higher-than-expected depreciation charges.
3M Average Value (RM'm) 0.9 . L . . . .
e Operations Highlights. During this quarter, the decrease in the top line was
Top 3 Shareholders (%) mainly dragged by decline in the Same Store Sales Growth (SSSG), which fell by -
Yong Pang Chaun Holdings Sdn Bhd 3.7 10.7% yoy, which is se_asonal gffect. The decline in the bottom .I|ne was pr.lmarlly
] due to a lower GP margin and higher staff costs, stemmed from higher recruitment.
Kumpulan Wang Persaraan Diperbadan 9.7
Employees Provident Fund Board 7.5 o Industry Highlights. The 2Q24 report on Malaysia's GDP shows that retail sales
Share Price Performan grew by +7.9% yoy in June 2024, moderating from the +8.7% yoy growth in May
are “rice Teriormance 2024. Hence, we reckon retail sales to remain lukewarm in the coming months.
o 120 Nevertheless, the normalisation of retail sales growth is expected to be mitigated
by the Malaysian government announcement on 16 August 2024 over a phased
100 ,aqv-l‘-\ 1o salary adjustment for civil servants: 15% for those in professional roles and 7% for
100 top management, starting 1 December 2024.
90
0 e Outlook. Amid rising geopolitical tensions, material costs and freight charges may
80 80 continue to remain elevated. Although reported topline met our expectations, we
Date 2/11/202311/1/202421/3/202430/5/20248/8/2024 .. . . . . . s
anticipate that retail sales might soften in the upcoming quarter, as it is expected
PAD MK Equity FEMKLCT Index to be another quiet quarter for the Group. However, we foresee that the activewear
I t i I levate in sales.
M 3M 12m and loungewear categories could see a elevate in sales
Absolute (%) 5.5 -15.6 -16.6 * Valuation. We are keeping our earnings forecast unchanged for FY25F, as the
Relative (%) 77 17.4 -27.1 reported results met expectations. We are introducing a FY26F earnings forecast of

RM202.7m. However, we are downgrading our recommendation on PADINI to
HOLD from BUY and reducing the target price to RM3.51. This is based on a lower
P/E multiple of 11.4x for the FY26F EPS of 31.0 sen. We applied a 20% discount to
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PADINI’s valuation compared to the peer average P/E of 14.2 due to retail sales
challenges.

e Risk. Exposed to foreign exchange risk with potential short-term increases in
material costs and freight charges.
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FYE Jun (RM m) 4QFY24 4QFY23 Y?OZ) 3QFY24 Q((’o% 12MFY23 12MFY24 Y?o):) 5 Quarters Trend Comments
Revenue 455.2 476.3 (4.4) 575.4  (20.9) 1,822.1 1,918.8 53 #—p—*—"——= Declined due to lower SSSG
EBITDA 92.7 115.9 (20.0) 716 295 416.8 3325 (20.2) *—e—t——
Pre-tax profit 36.2 76.4 (52.7) 54.7 (33.8) 295.9 196.7 (33.5) *—w—r——a—
Net profit 26.3 57.3 (54.1) 405 (35.1) 222.7 146.6 (34.2) t—m—r——a—y,
Core net profit 22.8 58.0 (60.8) 458 (50.3) 227.8 153.4 (32.6) *——a—*———__. Impacted by higher
Core EPS (sen) 0.7 17 (60.8) 13 (50.3) 6.6 4.5 (32.6) *~——s—=+———__, depreciaiton and staff costs
EBITDA margin (%) 20.4 24.3 2.4 22.9 17.3 ————— e,
PBT margin (%) 7.9 16.0 9.5 16.2 10.3 e —y
Core PATMImargin (%) 5.0 12.2 8.0 12.5 8.0 ——
Source: Company, Apex Securities
Financial Highlights
Income Statement Balance Sheet
FYE Jun (RM m) FY22 FY23 FY24 FY25F FY26F FYE Jun (RM m) FY22 FY23 FY24 FY25F FY26F
Revenue 1319.1 1822.1 18518 1965.9 2084.5 Cash 808.9 605.3 6219 7674 932.6
Gross Profit 507.5 717.8 666.7 707.7 750.4 Receivables 56.5 66.0 710 754 80.0
EBITDA 330.0 416.8 370.4 393.2 416.9 Inventories 1373 433.2 5215 528.2 523.0
Depreciation & Amortisation -116.5 -116.1 -123.9 -1316 -139.7 Other current assets 13 0.0 0.0 0.0 0.0
EBIT 213.5 300.8 246.4 2616 277.2 Total Current Assets 1003.9 1104.5 12145 13710 1535.5
Net Finance Income/ (Cost) -8.4 -4.9 -85 -9.3 -6.9 Fixed Assets 816 918 975 1035 109.7
Associates & JV 0.0 0.0 0.0 0.0 0.0 Intangibles 33 39 39 3.9 39
Pre-tax Profit 205.1 295.9 237.9 252.3 270.3 Other non-current assets 405.3 465.9 465.9 465.9 465.9
Tax -20.1 -510 -73.2 -59.5 -63.1 Total Non-current assets 490.1 5616 567.3 573.3 579.5
Profit After Tax 154.1 2227 178.4 189.2 202.7 Short-term Debt 737 945 99.2 1042 109.4
Minority Interest 0.0 0.0 0.0 0.0 0.0 Payables 178.3 052 105.2 12200 284
Net Profit 154.1 222.7 178.4 189.2 202.7 Other Current Liabilities 25.0 273 273 273 273
Exceptionals 19 -5.1 -6.8 0.0 0.0 Total Current Liabilities 277.1 247.0 2317 2514 265.1
Core Net Profit 156.0 217.6 171.6 189.2 202.7 Long-term Debt 3175 366.9 385.3 4045 4248
Other non-current liabilities 84 »1 r1 1 »i
Key Ratios Total Non-current Liabilities 325.9 379.0 397.4 416.7 436.9
FYE Jun (RM m) FY22 FY23 FY24 FY25F FY26F Shareholder's equity 8911 1040.1 1n52.7 1276.2 14131
EBITDA margin 25.0% 22.9% 20.0% 20.0% 20.0% Minority interest 0.0 0.0 0.0 0.0 0.0
EBIT margin 16.2% 16.5% 13.3% 13.3% 13.3% Equity 8911 1040.1 1152.7 1276.2 1413.1
PBT margin 15.5% 16.2% 12.8% 12.8% 13.0%
PAT margin n7% 12.2% 9.6% 9.6% 9.7% Cash Flow
NP margin n7% 12.2% 9.6% 9.6% 9.7% FYE Jun (RM m) FY22 FY23 FY24 FY25F FY26F
Core NP margin n7% 12.2% 9.6% 9.6% 9.7% Pre-tax profit 205.1 2959 237.9 252.3 270.3
ROE 7.3% 214% 15.5% 14.8% 14.3% Depreciation & amortisation 16.5 6.1 1239 1316 139.7
ROA 10.3% 1B.4% 10.0% 9.7% 9.6% Changes in working capital B76 -3674 -113.4 3.8 9.1
Net gearing Net Cash Net Cash Net Cash Net Cash Net Cash Others -35.3 -63.8 -59.5 -63.1 -67.6
Operating cash flow 474.0 -19.2 188.9 324.6 3515
Key Assumptions Net capex -16.3 286 -296 -1376  -1459
FYE Jun (RM m) FY22 FY23 FY24 FY25F FY26F Others -19.0 6.8 0.0 0.0 0.0
Totalno.of stores 133.0 135.0 140.0 45.0 150.0 Investing cash flow -35.4 -11.7 -129.6 -137.6 -145.9
Total Gross Floor Area (m sqft) 14 15 15 15 16 Dividends paid -65.8 -75.7 -65.8 -65.8 -65.8
Average revenue/store (RM m) 9.9 13.5 13.2 13.6 13.9 Others -90.8 -104.7 231 242 254
Financing cash flow -156.6 -180.3 -42.7 -41.6 -40.4
Net cash flow 282.0 -2113 16.6 145.5 165.2
Valuations FY26F Forex 31 4.6 0.0 0.0 0.0
Core EPS (RM) 0.308 Others 0.0 -32 0.0 0.0 0.0
P/E multiple (x) 114 Beginning cash 523.8 808.9 605.3 6219 767.4
Fair Value (RM) 3.51 Ending cash 808.9 605.3 6219 767.4 932.6

Source: Company, Apex Securities
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APEX SECURITIES BERHAD — CONTACT LIST

APEX SECURITIES BHD DEALING TEAM RESEARCH TEAM

Head Office: Head Office: Head Office:

5th Floor Menara UAC, 12, Jalan PJU 7/5, Kong Ming Ming (ext 2002) Kenneth Leong (ext 2093)

Mutiara Damansara, Lee Chen Ming (ext 2029) Steven Chong (ext 2068)

47800 Petaling Jaya, Shirley Chang (ext 2026) Jayden Tan (ext 2069)

Selangor Darul Ehsan, Malaysia Ahmad Mujib (ext 2028) Chelsea Chew (ext 2070)
Azfar Bin Abdul Aziz (ext 2031) Tan Sue Wen (ext 2095)

General Line: (603) 7890 8899 Aizzat Bin Mohd Daud (ext 2030)

Petaling Jaya Office: Institutional Dealing Team:

16th Floor, Menara Choy Fook Onn, Low Jin Wu (ext 2109)

No.1B Jalan Yong Shook Lin,
46050 Petaling Jaya,
Selangor Darul Ehsan, Malaysia
PJ Office:
General Line: (603) 7620 1118 General Line: (603) 7620 1118

RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS

BUY: Total returns* are expected to exceed 10% within the next 12 months.

HOLD: Total returns* are expected to be within +10% to — 10% within the next 12 months.
SELL: Total returns* are expected to be below -10% within the next 12 months.

TRADING BUY: Total returns* are expected to exceed 10% within the next 3 months.
TRADING SELL: Total returns* are expected to be below -10% within the next 3 months.
*Capital gain

SECTOR RECOMMENDATIONS

OVERWEIGHT: The industry defined by the analyst is expected to exceed 10% within the next 12 months.
NEUTRAL: The industry defined by the analyst is expected to be within +10% to — 10% within the next 12 months.
UNDERWEIGHT: The industry defined by the analyst, is expected to be below -10% within the next 12 months.

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 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 Apex Securities Berhad and are subject to change without notice. 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.

All analyst(s) names appear in the front page, whom prepared this report, does not have any interest in the following
securities covered in this report.

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 Apex Securities Berhad. 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 Apex Securities Berhad.
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