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1Q12 ‘appears below”  
• 1Q is seasonally weak. 1Q12 “appears below” our forecast with sales and 

net profit at 23.2% and 15.6% of our forecasts respectively. Note though 
that 1Q is seasonally weak due to the Chinese New Year holidays.  

• The distribution business (73% of Group revenue) grew 6.2% yoy while the 
manufacturing business (27% of Group revenue) grew 9.1% yoy.  

• Gross margin erosion was primarily from its China manufacturing 
operations which did not enjoy optimal utilisation rate. Taiwan and 
Malaysia manufacturing continued to enjoy strong utilisation rates in 1Q12. 

 

1Q12 at a glance 
FYE Dec (S$m) 1Q12 1Q11 YoY Chg
Revenue 137.9 129.0 6.9%
Gross profit 31.0 30.5 1.7%
EBITDA 9.4 10.0 -6.2%
PATMI 5.5 6.3 -13.0%
EPS (S cts) 0.94 1.09 -13.0%

Financial ratios (%) 1Q12 1Q11 YoY Chg
Gross profit margin 22.4 23.6 -1.2% pt
EBITDA margin 6.8 7.7 -0.9% pt
Net profit margin 4.0 4.9 -0.9% pt

Balance Sheet 1Q12 1Q11 YoY Chg
Net gearing (%) 25.9 17.1 +2.7% pts
Book value per share (S cts) 42.9 38.3 12.1%  

Source: Company, CIMB  
 

What we think 
• A challenging 2012. YHI is seeing some signs of softening in the markets 

that it operates in. Added to that is the perennial problem of not being able 
to get enough tyres from Yokohama. On margins, there could be some 
squeeze as principals are not lowering their prices (due to continued tyre 
shortage) but there have been signs of price competition, leaving 
distributors sandwiched. 

• Segmental updates : 
1) Distribution – contribution from the Nitto brand tyres has yet to kick in. 

For Indonesia, YHI has been in discussion with a tyre manufacturer to 
provide mining tyres. Exposure to Myanmar is minimal but YHI sees 
good potential for mining tyres there.  

2) Manufacturing - no progress on its OEM manufacturing business at the 
moment as prices are not attractive. YHI is continuing efforts to secure 
better pricing. OEM plan has already been slowed down since FY11 
results were announced. The Malacca plant expansion will only see 
production in 4Q12.     

• Net gearing up but should remain below 0.50x. FY11 net gearing was 
0.24x. As we expected, net gearing rose to 0.26x in 1Q12. Net gearing 
ratio should remain below 0.50x by our reckoning. 

 
 
 
 
 

Keeping our BUY call 
• Lowering CY12 estimates on margin pressure. We tweak gross margins 

lower across our forecast period. The largest impact falls on CY12 
earnings which are revised downwards by 5.1% to S$33.6m from S$35.4m 
previously. 

• Maintain BUY. We switch to valuing YHI on 8.0x P/E (1 SD above its 5 
year forward average P/E). Target price remains unchanged at S$0.57 on 
CY13 EPS. Dividend yields remains attractive at 5.5% to 8.0% over FY12-
FY14 and the stock still trades below its NTA per share. 
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Source: Bloomberg, Company, CIMB  

 

Historical average forward P/BV (x) 
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Financial analysis 
FYE Dec 2010 2011 2012F 2013F 2014F
Revenue (S$ m) 499.6              550.6            593.6            658.4          700.1          
EBITDA (S$ m) 54.2                67.9              64.9             79.6            91.2            
EBITDA margins (%) 10.8                12.3              10.9             12.1            13.0            
Pretax profit (S$ m) 45.5                52.3              46.3             58.1            66.7            
Net profit (S$ m) 33.0                38.2              33.6             42.3            49.0            
EPS (cts) 5.6                  6.5                5.7               7.2              8.4              
EPS growth (%) +46% +16% -12% +26% +16%
P/E (x) 5.6                  4.8                5.5               4.4              3.8              
Gross DPS (cts) 1.7                  2.0                1.7               2.2              2.5              
Dividend yield (%) 5.4                  6.2                5.5               6.9              8.0              
P/NTA (x) 0.9                  0.8                0.7               0.6              0.5              
ROE (%) 15.8                16.3              12.9             14.8            15.3             
Source: Company, CIMB  
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RETAIL RESEARCH RECOMMENDATION FRAMEWORK 
 

STOCK RECOMMENDATIONS   SECTOR RECOMMENDATIONS 
BUY: The stock's total return is expected to be +15% or better over the next 
three months. 

  OVERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of +15% or 
better over the next three months. 

HOLD: The stock's total return is expected to range between +15% and -15% 
over the next three months. 

  NEUTRAL: The industry, as defined by the analyst's coverage universe, has 
either (i) an equal number of stocks that are expected to have total returns of 
+15% (or better) or -15% (or worse), or (ii) stocks that are predominantly 
expected to have total returns that will range from +15% to -15%; both over the 
next three months. 

SELL: The stock's total return is expected to be -15% or worse over the next 
three months. 

  UNDERWEIGHT: The industry, as defined by the analyst's coverage universe, 
has a high number of stocks that are expected to have total returns of -15% or 
worse over the next three months. 
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