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Foreword 

 
 
Top Malaysia 20 Jewels 2020 Edition marks 16 consecutive years of our dedication toward small cap research. The 
constant support and recognition from the investment community on our trademark product are the motivations for 
our efforts. The Malaysia book is part of the regional compendium with the Indonesia, Singapore, and Thailand 
editions, which are being launched concurrently. All in, we have 80 small cap ideas from four countries that remain 
unmatched in the ASEAN region. 
 
Uncertainties in the stock market this year have been further compounded by a series of adverse developments 
from the global COVID-19 pandemic, oil price collapse, and political upheaval. Nevertheless, we continue to seek 
out potential gems that could generate alpha returns to help investors outperform the broader market. Despite the 
preference for bigger cap stocks during an economic downturn, we believe certain nimbler small cap companies, 
which are more agile, can better capitalise on emerging opportunities in such a dynamic environment. 
 
None of our stock picks this year are within our existing coverage, as we strive to introduce undiscovered potential 
gems. These 20 companies have an average market cap of MYR551m (or median market cap of MYR381m), 
encompassing stocks from 10 different sectors. This year, technology and industrial products & services feature 
prominently and make up about 45% of our picks. All but three (Ace Market) of the 20 names are listed on the Main 
Market. We have a mixture of companies generating stable income and offering earnings visibility in addition to 
strong mid-term growth prospects. Again, we continue to put emphasis on rigorous corporate governance screening 
of all the companies.  
 
RHB Research would like to thank the management of the featured companies for their generous time and guidance 
in helping us to understand your businesses. Much credit is also due my fellow dedicated colleagues for their 
unwavering efforts.  
 
We hope this product continues to provide some fresh ideas in a volatile market. Last, but not least, RHB Research 
is grateful and humbled by the continued interest and support from our clients. Rest assured, we will continue to 
strive to generate actionable research products and ideas. 
 
 
 
Lee Meng Horng       Alexander Chia 

Head of RHB Malaysia Small Cap Research   Head of RHB Regional Research 
 
 
14 May 2020 
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20 Jewels – at a glance 

Company name FV Mkt Cap  P/E (x)   P/BV (x)  Div Yield (%) ROE (%) 

  (MYR) (MYRm) FY18 FY19 FY18 FY19 FY18 FY19 FY18 FY19 

Advancecon Holdings 0.40 - 0.42 122.1 11.4 11.2 0.7 0.6 3.3 3.3 6.0 5.8 

AME Elite Consortium 2.22 691.9 14.6 13.8 1.9 1.5 - - 21.0 11.9 

D&O Green Technologies 0.87 - 1.05 816.6 21.4 24.4 2.2 2.1 0.7 1.4 10.1 8.5 

Dufu Technology Corp 4.67 - 5.49 979.1 19.5 22.2 5.8 4.7 1.3 2.1 29.9 20.8 

EITA Resources 1.44 - 1.76 145.6 7.2 7.0 0.9 0.8 6.4 5.5 12.0 12.1 

ELK-Desa Resources 1.50 - 1.70 359.5 12.9 11.0 0.9 0.9 5.6 5.8 7.2 8.2 

Gabungan AQRS 1.14 - 1.18 431.8 6.7 10.7 0.9 1.2 5.7 5.7 14.8 9.7 

Hibiscus Petroleum 0.70 - 0.75 778.2 19.0 3.6 0.8 0.6 - - 23.4 20.6 

Johore Tin 1.84 - 2.00 437.8 12.2 9.0 1.4 1.3 3.5 4.5 11.8 14.9 

Kotra Industries 2.45 - 2.80 292.0 15.4 11.4 1.6 1.5 2.5 3.7 10.7 13.6 

Kumpulan Powernet 2.15 - 2.58 135.7 n.a 279.2 5.6 5.5 - - (20.7) 2.0 

Mi Technovation 2.73 - 3.10 1703.2 27.0 27.9 3.4 4.5 1.5 1.6 12.8 16.1 

OMESTI 0.73 - 0.83 313.2 n.a n.a 2.1 2.1 - - n.a n.a 

Radiant Globaltech 0.38 - 0.52 162.8 57.3 28.9 2.8 2.6 - - 4.8 8.9 

REDtone International 0.55 - 0.61 324.6 30.7 10.8 1.3 1.5 - 2.4 4.4 15.0 

Sarawak Plantation 1.75 - 1.98 393.4 35.5 23.1 0.7 0.7 3.5 3.5 1.9 3.1 

SCGM 1.80 - 2.00 277.7 8.2 n.a 1.7 1.8 4.1 1.9 9.9 n.a 

Solarvest Holdings 1.22 - 1.47 369.1 44.8 30.6 18.0 11.7 - - 50.1 42.6 

Taliworks Corporation 0.97 - 1.01 1653.0 47.1 35.3 1.6 1.6 5.9 6.4 2.7 3.6 

Thong Guan Industries 4.45 - 4.90 623.4 10.1 8.7 0.9 0.9 2.4 2.7 9.4 11.5 

Note: All prices as at 30 April 2020 
Note 2: na = not available 
Source: Bloomberg, RHB  
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Market capitalisation of the Top 20 (MYRm)  FY19 ROE of the Top 20 (%) 
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FY19 P/E of the Top 20 (x)  FY19 dividend yield for the Top 20 (%) 
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Advancecon Holdings 
Target: N/A 

Price: MYR0.305 

Front-liner For Construction Jobs 
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Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker ADVC MK 

Avg Turnover (MYR/USD) 0.14m/0.03m 

Net Gearing (%) 61.2 

Market Cap (MYRm) 122m 

Beta (x) 1.5 

BVPS (MYR) 0.48 

52-wk Price low/high (MYR) 0.21 – 0.455 

Free float (%) 28 

  

  

Major Shareholders (%) 

Kia Phum Ang 24.1  

Lim Swee Chai 13.3  

Tung Kai Hung 7.3  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 15.1 (11.6) (29.9) (27.4) 

Relative 8.7 (3.5) (18.2) (13.1) 

 

 

Muhammad Danial Abd Razak  +603 9280 8682 

muhammad.danial.abd@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Strong toehold in the earthwork segment; 

 Promising candidate for ECRL jobs; 

 Undervalued company trading below P/E of 9x (-0.5 SD of its 5-year 
mean). 

Company Profile 

Established 30 years ago, Advancecon has emerged as a leading 
earthworks player. Its services cover a comprehensive range of 
earthworks solutions, including site clearance, rock blasting, and 
erosion and sediment control plans. Its civil engineering services are 
roadworks, drainage and bridge construction, water supply, and 
sewerage works. Advancecon also supplies building materials, mainly 
to its own subcontractors. Its track record over the years is well-
recognised, which supports its ability to land reputable clients among 
property developers and infrastructure project owners. 

The group has successfully undertaken numerous earthwork and civil 
engineering projects that include the Kajang-Seremban Highway, 
Cyberjaya Flagship Zone, Desa Park City, Setia Ecohill and Bandar 
Setia Alam. Classified as a Grade 7 contractor, it can tender for projects 
of unlimited value in categories of building and civil engineering.  

Highlights 

A leading earthworks player in Malaysia. Advancecon remains the 

only listed company with a toehold in provision of earthworks. Despite 
its niche market, the company has consistently derived significant 
revenue share from the segment in the range of 50-60%. Its sizeable 
machinery fleet and in-house maintenance team ensure that it remains 
competitive, with the fleet utilisation rate kept at an optimal 80-85%. 
Capital expenditure of c. MYR15-20m is put aside yearly to expand its 
fleet, allowing the group to undertake bigger projects. This also reduces 
the need for subcontractors, enabling it to sustain profit margins and 
work quality. These, coupled with an experienced management team, 
have positioned the company as a strong contender for both property 
development and infrastructure-related projects. Among its reputable 
and long-standing clientele are major property developers such as SP 
Setia, Eco World and the Tropicana group.  

Positioned to take on bigger scale jobs. Moving ahead, its prowess 

in earthworks provision will support its ability to secure both public and 
private projects. Advancecon has won multiple awards for infrastructure 
jobs, including for the West Coast Expressway, Pan Borneo Highway 
Sarawak and the South Klang Valley Expressway.  

Already bidding for ECRL. After a pre-qualification round, 

Advancecon is competitively tendering for East Coast Rail Link (ECRL) 
jobs. Its site-clearing and earthworks expertise provides significant 
advantage in clinching a sizeable scope, given the alignment length of 
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 266 273 302

Reported net profit (MYRm) 18 11 11

Recurring net profit (MYRm) 18 11 11

Recurring net profit grow th (%) N/A (149.0) 1.5

Recurring EPS (MYR) 0.05 0.03 0.03

DPS (MYR) 0.01 0.01 0.01

Dividend Yield (%) 3.3 3.3 3.3

Recurring P/E (x) 5.8 11.4 11.2

Return on average equity (%) 10.6 6.0 5.8

P/B (x) 0.6 0.7 0.6

P/CF (x) 3.1 7.1 3.1
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 183 218 227

Total assets 369 411 410

Total current liabilities 123 146 153

Total non-current liabilities 71 84 65

Total liabilities 194 229 218

Shareholder's equity 175 182 192

Minority interest 0 0 0

Other equity 0 1 2

Total liabilities & equity 369 411 410

Total debt 105 130 127

Net debt 81 122 118
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 20 3 25

Cash flow  from investing activities (17) (15) (5)

Cash flow  from financing activities 27 (5) (18)

Cash at beginning of period (6) 24 7

Net change in cash 30 (17) 2

Ending balance cash 24 7 9
 

Source: Company data, RHB 

 

>600km. Securing jobs from the project would likely push its 
outstanding orderbook above MYR1bn, which it targets to record in 
2020. Its prospects are further strengthened by the recent inroads to 
Sarawak, where replenishment opportunities stay aplenty. Major need 
for earthworks could stem from the planned construction of the Second 
Trunk Road and Coastal Road Network. 

Earnings visibility. As at 31 Dec 2019, Advancecon maintained a 

robust outstanding orderbook of MYR742m, which should keep the 
company busy for the next 18-24 months. On top of that, management 
is still aggressively tendering for various new projects, with an internal 
job replenishment target of MYR300m. Currently, the company has 
MYR1.6bn in tenders comprising property development and public 
infrastructure projects. Management remains selective in bidding for 
new jobs to ensure its profit margin is not eroded.  

Minimum 20% dividend policy and Shariah-compliant. The group’s 

dividend policy signals confidence in its ability to generate strong cash 
flow and profit going forward. Its Shariah-compliant status will act as a 
catalyst on share price, as more funds are able to add the stock to their 
portfolios. 
 

Company Report Card 

Latest results. Earnings rose 1.9% YoY to record at MYR10.8m. The 

gross margin was firmer at 15.1%, stemming from favorable product mix 
and better opex management. After adjusting for one-off items, net 
profit emerged +25.4% stronger YoY. Growth was anchored by 
construction and civil engineering services with both recording 9.2% 
and 48.2% higher YOY revenue in FY19. We expect margins to 
gradually improve as it continues to trim down opex. 

Balance sheet/cash flow. As at end-FY19, Advancecon’s net gearing 

improved to 0.61x, from 0.68x as end-FY18. We expect net gearing to 
continue dropping in FY20, driven by efforts to pare down debt. 

ROE. The group’s ROE has fallen in recent years due to lower margins 

and lower asset turnover, as again, it was affected by a large cost base 
that stemmed from expansion. We forecast FY20 ROE to improve to 
8.2%, from 5.6% in FY19, supported by +16.2% YoY higher revenue in 
FY20 and +199bps improvement in EBIT margin. 

Dividend. Its policy is to pay a minimum of 20% of net profit as 

dividends. Our FY20F-22F DPS of MYR0.01 is based on historical 
payout which came above its 20% policy and translates to a 3.3% yield. 

Management. Advancecon is helmed by CEO Dato’ Phum Ang Kia, 

Deputy Executive Officer Lim Swee Chai, and Executive Director Ir Yeo 
An Thai. They each have more than 20 years of professional 
experience in the construction sector, and hold a combined 40.8% stake 
in the company.  
 

Investment Case 

We believe Advancecon remains a strong player, well poised to first 
benefit from sector jobs flow. This is particularly true with the return of 
megaprojects, ie the ECRL which will require earthwork and civil 
engineering solutions. Its expertise will come in handy to execute such 
large-scale earthworks. We think the company could trade at a P/E of 
9x (-0.5 STD of its 5-year mean) to FY20F-21F P/E. We believe the 
stock is worth MYR0.40-0.42. 
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AME Elite Consortium 
Target: N/A 

Price: MYR1.62 

A Proxy For FDIs in Malaysia 
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Source: Bloomberg 

Stock Profile 

Bloomberg Ticker AME MK 

Avg Turnover (MYR/USD) 1.63m/0.38m 

Net Gearing (%) 21.6 

Market Cap (MYRm) 692m 

Beta (x) NA 

BVPS (MYR) 1.45 

52-wk Price low/high (MYR) 1.01 - 2.05 

Free float (%) 29 

  

  

Major Shareholders (%) 

Kang Ah Chee 21.0 

Lee Chai 21.0 

Lim Yook Kim 21.0 

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 31.7  (8.5) (2.4) N/A 

Relative 27.5  (0.4) 9.5  N/A 

 

 

Loong Kok Wen, CFA +603 9280 8861 

loong.kok.wen@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 An industrial property expert, well-positioned in a relatively untapped 
market in the property industry;  

 The first pure industrial play in Malaysia and a proxy for FDIs in 
Malaysia;  

 On lookout for new land for new growth. 

 

Company Profile 

AME Elite Consortium is involved in the construction of large 
manufacturing plants and industrial properties, with core expertise in the 
designing and building of industrial parks. Between 2011 and 2016, it 
completed three industrial parks in Johor with a total GDV of 
MYR766m. These are i-Park @ SiLC, District 6 and SME City. 
Currently, the ongoing developments are i-Park @ SAC Phases 1 and 2 
(GDV: MYR717m), as well as i-Park Indahpura Phase 3 (GDV: 
MYR555m) under the Axis AME IP JV. 

 

Highlights 

An industrial property expert. AME is an integrated industrial property 

development one-stop solution provider. Unlike other developers that 
mainly focus on residential and commercial properties, the company’s 
expertise is in industrial properties, which is a largely untapped market 
in the property industry. AME’s subsidiaries, AME Construction, 
Asiamost and AME Engineering, are all registered with the Construction 
Industry Development Board (CIDB) as Grade G7 contractors – the 
highest classification accorded by the board. 

AME’s capability and know-how in design-and-build of industrial 
properties are at the forefront. The company is able to facilitate the 
approval process from the authorities (to obtain foreign consent for 
overseas manufacturers), and customise and build the factories 
(typically) within a year, including renovation and retrofitting services. 
These are the type of services that many other developers are not able 
to provide. AME’s industrial parks under the i-Park brand are all gated & 
guarded, and equipped with various amenities, such as recreational 
parks, CCTV surveillance, and workers’ dormitories, which are essential 
needs for many manufacturers that rely highly on labour.   

AME is in the right spot. Unlike the residential and commercial 

property markets that are experiencing a supply glut, the industrial 
segment is in a bright spot. The supply of industrial properties looks 
more favourable, as many developers have been focusing on 
residential and commercial properties aggressively over the past years.  

A proxy for FDIs in Malaysia. AME is currently the only pure industrial 

play listed on Bursa Malaysia. Although we are facing the outbreak of 
COVID-19 globally at the moment and Malaysia is going through a 

mailto:loong.kok.wen@rhbgroup.com
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Profit & Loss Mar-17 Mar-18 Mar-19

Total turnover (MYRm) 299 341 338

Reported net profit (MYRm) 58 71 50

Recurring net profit (MYRm) 36 48 50

Recurring net profit grow th (%) 13.3 32.1 5.4

Recurring EPS (MYR) 0.08 0.11 0.12

DPS (MYR) 0.00 0.00 0.00

Dividend Yield (%) 0.0 0.0 0.0

Recurring P/E (x) 19.2 14.6 13.8

Return on average equity (%) 18.8 21.0 11.9

P/B (x) 2.2 1.9 1.5

P/CF (x) (6.2) 6.9 24.0
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Mar-17 Mar-18 Mar-19

Total current assets 511 487 551

Total assets 796 858 975

Total current liabilities 237 252 258

Total non-current liabilities 232 210 210

Total liabilities 469 462 468

Shareholder's equity 308 369 475

Minority interest 19 27 33

Other equity 0 0 0

Total liabilities & equity 796 858 975

Total debt 251 220 240

Net debt 140 110 131
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Mar-17 Mar-18 Mar-19

Cash flow  from operations (111) 100 29

Cash flow  from investing activities (48) (54) (30)

Cash flow  from financing activities 154 (51) 120

Cash at beginning of period 95 90 85

Net change in cash (5) (5) 118

Ending balance cash 90 85 204
 

Source: Company data, RHB 

 

political instability period, we think once the dust is settled, FDI flows 
and business activities would resume, and AME would be well-
positioned to capture the demand for industrial properties. Currently, all 
of AME’s industrial parks are located in Johor, and MNCs form 85% and 
65% of the tenants in i-Park @ Indahpura and i-Park @ SAC. 

Eyeing new landbank for new growth. AME plans to expand to other 

regions in Malaysia. We think the central region (the Klang Valley) and 
Penang could be the potential sites for consideration, as these regions 
lack gated & guarded industrial spaces. As industrial property 
development is sensitive to land costs, we think the new landbank 
outside Johor will need to be in strategic areas (eg close to air or sea 
ports), with good accessibility, and more importantly at a reasonable 
land price.  

Company Report Card 

Latest results. For 9MFY20, AME recorded a 55% increase in net 

profit YoY. The strong growth was mainly due to the better revenue 
from property development, engineering services and rental income, 
partially offset by the decrease in construction services revenue which 
was due to the timing of construction projects. The construction works 
for some existing projects were nearing completion while the newer 
ones were still at the initial stage.    

Dividend. The company typically distributes at least 20% of profit after 

tax as dividends. The recurring income from its investment properties 
that makes up about 20-25% of annual net profit would be sufficient to 
sustain its consistent dividend delivery. Based on our DPS forecast, the 
stock could potentially offer a dividend yield of 2-3%. 

Management. The company is currently helmed by four executive 

directors: Group MD Kelvin Lee Chai, and executive directors Simon 
Lee Sai Boon, Lim Yook Kim and Kang Ah Chee. All of them have more 
than 25 years of experience in the construction industry and eight years 
in property development. Not only is the track record and experience of 
its management team a positive factor, the design, concept, and 
construction of its industrial parks and factories are typically very 
thoughtful and practical – making them attractive to the market.    

 

Investment Case 

Earnings driver. Phase 3 of i-Park @ SAC should be the next leg of 

growth, as marketable sites are only left with i-Park @ Indahpura Phase 
3 and i-Park @ SAC Phases 1 and 2. As at 3QFY20, AME’s unbilled 
sales stood at MYR121m, and outstanding construction orderbook is 
MYR348.5m. We estimate a net profit growth of 22% and 18% for FY20 
and FY21. 

Indicative valuations. Our indicative fair value for AME is MYR2.22, 

based on SOP valuations.  

Key risks. The following factors could yield downside risks to AME’s 

earnings: inability to secure new contracts for orderbook replenishment, 
drastic change in global growth outlook, cost overruns, and delay in the 
completion of construction works and industrial property development, 
amongst others. 
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D&O Green Technologies 
Target: N/A 

Price: MYR0.725 

Opto-Mistic Future  
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Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker DOGT MK 

Avg Turnover (MYR/USD) 0.43m/0.11m 

Net Gearing (%) 9.6% 

Market Cap (MYRm) 817m 

Beta (x) 1.0 

BVPS (MYR) 0.318 

52-wk Price low/high (MYR) 0.43 – 0.93 

Free float (%) 23 

  

  

Major Shareholders (%) 

PRT Capital 14.3 

Keen Capital 13.6 

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 35.5  (8.2) (2.0) 7.4  

Relative 29.1  (0.2) 9.6  21.7  

 

 

Lester Siew +603 9280 2181 

lester.siew@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Producer of light emitting diodes (LEDs) centred on the auto sector – 
opto-electronics is the fastest-growing segment in the semiconductor 
market; 

 Sustainable growth, driven by an auto vehicle sales recovery in 
addition to rising LED content per vehicle – this is in tandem with the 
industry’s shift towards electric vehicles and autonomous cars; 

 Valuations have turned palatable at 19x FY20F P/E (-1SD to the 
historical 5-year mean) amid strong earnings expansion potential. 

 

Company Profile 

D&O Green Technologies is principally involved in the research, design, 
and manufacturing of LEDs. It primarily services the automotive sector, 
in addition to general lighting and television makers. 

 

Highlights 

Rising demand from the global automotive LED market. Through its 

principal operating subsidiary, Dominant Opto Technologies 
(Dominant), D&O has carved a Top 5 position in the double-digit-
growing global market for both interior and exterior automotive LEDs. 
This has been driven by higher LED penetration per vehicle, which has 
offset sluggish global auto sales in recent years – underpinned by 
accelerating launches of electric vehicles and autonomous cars. 

Technology owner with a competitive edge. Barriers to entry are 

high within the automotive LED space, given that – around the world – 
there are only a handful of automotive LED makers vs numerous 
players within the general LED industry. As such, gaining qualification is 
not easy, given automakers’ stringent requirements, which necessitate 
established research & development (R&D) capabilities. In this regard, 
Dominant retains a state-of-the-art manufacturing facility with an 
Automotive Electronics Council’s AEC-Q101 certification – a world-
class automotive quality standard. 

Future growth opportunities include greater product penetration 

across D&O’s interior and exterior automotive lighting offerings, as well 
as foray into innovative products, such as Smart RGB LED. The latter 
potentially commands higher ASPs and better margins. 

FY15-19 earnings CAGR of 34%. While revenue CAGR was modest at 

4%, operating margins expanded at a quicker pace due to a better 
product mix. This is as D&O moved away from the less-profitable 
general LED businesses while focusing on both the interior and exterior 
automotive lighting coupled with increasing economies of scale. The 
recent purchase of industrial land and expansion of existing production 
facilities (with a total cost of MYR45m) are to cater for the anticipated 
multi-year growth in automotive lighting. 

mailto:lester.siew@rhbgroup.com
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 463 491 504

Reported net profit (MYRm) 22 36 35

Recurring net profit (MYRm) 21 35 33

Recurring net profit grow th (%) 80.3 72.7 (7.1)

Recurring EPS (MYR) 0.02 0.03 0.03

DPS (MYR) 0.01 0.01 0.01

Dividend Yield (%) 1.4 0.7 1.4

Recurring P/E (x) 36.9 21.4 24.4

Return on average equity (%) 6.5 10.1 8.5

P/B (x) 2.4 2.2 2.1

P/CF (x) 47.5 71.2 (34.8)
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 270 311 340

Total assets 487 561 634

Total current liabilities 149 184 194

Total non-current liabilities 21 24 54

Total liabilities 170 208 247

Shareholder's equity 218 94 127

Minority interest 99 29 31

Other equity 0 229 229

Total liabilities & equity 487 561 634

Total debt 38 48 100

Net debt (6) (3) 37
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 64 66 53

Cash flow  from investing activities (43) (65) (75)

Cash flow  from financing activities (9) 0 39

Cash at beginning of period 32 50 46

Net change in cash 12 1 17

Ending balance cash 44 51 63
 

Source: Company data, RHB 

 

Company Report Card 

Latest results. In FY19, D&O reported a 7% dip in core net profit to 

MYR33m despite revenue growth of 3% YoY. This was mainly due to 
higher inventory write-offs and the absence of government grants 
(FY18: MYR3m). Gross margins held up at 28%, nonetheless.  

Balance sheet & ROE. D&O’s balance sheet has remained healthy and 

accommodative of higher capex funding for its capacity expansion, with 
net gearing of 0.1x as at end FY19. Its historical 3-year ROE of 9% is in 
line with that of the FBM Technology Index. 

Dividend. D&O does not have an official dividend policy. The group 

paid a 1 sen dividend in FY19 to its ordinary shareholders. Similarly, 1 
sen DPS was paid to its irredeemable convertible preference shares 
holders, representing a 32% payout. Assuming D&O continues to pay 
out 1 sen in DPS pa, this translates into an annual net yield of 1%. We 
believe its capacity to pay out more dividends could be constrained by 
capex commitments for its expansion plans over the next few years. 

Management. Incepted in 2000, D&O has a strong team of engineers 

that originally set up Omega Semiconductor back in 1993. We 
understand these engineers were from OSRAM Penang and 
demonstrated technical expertise in developing new LED products, as 
well as backlight modules used in previous generation flat-panel 
displays. 

 

Investment Case 

Inexpensive proxy to optoelectronics growth. We ascribe a target 

multiple of 25-30x on fully-diluted FY21F EPS to value D&O. This is 
based on the mean to +1SD range of its 5-year forward P/E. We believe 
our target multiple is justified by the stock’s strong prospective earnings 
growth, backed by fast-growing demand for automotive LED lighting 
while possessing a defensible competitive position in the niche market. 
Outlook remains bright beyond the short-term uncertainties plaguing the 
global automotive market due to COVID-19, supported by higher 
launches of new vehicle models with increasing LED content 
penetration, while its robust R&D roadmap is also expected to give rise 
to wider product applications under its portfolio. With that, we value the 
stock at a FV range of MYR0.87-1.05, representing a mid-point 32% 
upside.  

Key risks. Key risks for the company include: 

i. Sharp decline in automotive customer orders secured;  

ii. Product substitution from its automotive clientele away to other 
competitors. 
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Dufu Technology Corp  
Target: N/A 

Price: MYR3.82 

A Proxy To The Big Data Era 
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Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker DUFU MK 

Avg Turnover (MYR/USD) 8.41m/1.97m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 979m 

Beta (x) 2.09 

BVPS (MYR) 0.71 

52-wk Price low/high (MYR) 1.33 – 4.86 

Free float (%) 46.0 

  

  

Major Shareholders (%) 

Perfect Full Yen 10.99 

Perfect Commerce 10.16 

Lee Hui-Ta 9.68 

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 16.1  (1.0) 26.9  108.9  

Relative 11.9  7.0  38.8  123.2  

 

 

Lee Meng Horng +603 9280 8866 

lee.meng.horng@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Benefits from increasing demand for storage for enterprise solutions 
amid the surge in data centre infrastructure and cloud storage; 

 Margins improvement due to demand surge in titanium components; 

 Trading at only 14x 2021F P/E, with visible growth trajectory in a 
rising industry trend. 

 

Company Profile 

Dufu Technology Corp is engaged in the design, development, and 
manufacturing of precision machining components, computer disk-
drive-related components, steel moulds, and stamping components. It 
also provides marketing and engineering support services.  
 

Highlights 

High capacity storage solutions in demand. IDC, in its Data Age 

2025 report, predicts that worldwide data creation will grow to an 
enormous 163 zettabytes (ZB) by 2025. In this digitalisation age, we 
see tremendous multi-year growth in cloud data centres, enterprise-
hardened infrastructure, personal computers, smartphones, and 
Internet of Things devices. With data creation becoming ever more 
important, IDC forecasts that over 22ZB of storage capacity needs to be 
shipped in the next 5-6 years, with more than half of this capacity 
powered by hard disc drives (HDDs). With the increasing trend of data 
consumption, the demand for high-capacity HDDs, especially for data 
centres and cloud storage services, is expected to see tremendous 
growth – this should benefit component suppliers like Dufu.  

Higher quality materials improve ASP. Enterprise solutions and data 

centres are largely still utilising HDDs – or hybrid HDDs and solid state 
drives – given their stability and longevity with lower costs per GB. Note 
that the latest helium-filled HDD platform in the market can house up to 
nine platters (higher storage), which essentially increases demand for 
spacers despite lower HDD unit shipments. Besides, with newer 
technologies aiming to increase areal density (up to 5tbpsi) to produce 
larger-capacity hard drives, higher-quality titanium spacers are 
preferred due to their reliability. We understand the ASPs for such 
materials are 3-4x higher than the usual stainless steel or aluminium 
spacers 

New plant and machines in place. We understand Dufu has 

increased its computer numerical control (CNC) machine capacity by 
20% over the past one year to cater for growing demand from data 
centres and mass production of new generation 14-16TB hard drives. 
There has been a significant rise in shipments in 2H19, driven by 
increasing demand from the enterprise segment, and management 
expects the trend to continue in the next few years. Additionally, the 
new Bukit Minyak Industrial Park factory is now able to offer one-stop 
solutions – specialising in sheet metal and structure fabrication for 

mailto:lee.meng.horng@rhbgroup.com
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 181 241 249

Reported net profit (MYRm) 26 52 45

Recurring net profit (MYRm) 27 52 45

Recurring net profit grow th (%) 1.7 87.4 (12.2)

Recurring EPS (MYR) 0.10 0.20 0.17

DPS (MYR) 0.07 0.05 0.08

Dividend Yield (%) 1.7 1.3 2.1

Recurring P/E (x) 36.6 19.5 22.2

Return on average equity (%) 18.4 29.9 20.8

P/B (x) 7.1 5.8 4.7

P/CF (x) 0.5 0.3 0.3
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 123 154 187

Total assets 176 220 269

Total current liabilities 31 39 42

Total non-current liabilities 4 7 12

Total liabilities 35 46 54

Shareholder's equity 142 174 214

Minority interest 0 1 0

Other equity 0 0 0

Total liabilities & equity 176 220 269

Total debt 6 11 18

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 22 39 29

Cash flow  from investing activities (7) (22) (24)

Cash flow  from financing activities (14) (10) (1)

Cash at beginning of period 39 36 41

Net change in cash (4) 6 2

Ending balance cash 36 41 43
 

Source: Company data, RHB 

 

equipment manufacturers. The new plant commenced operations in 
2H19 and is well positioned to tap into more business opportunities in 
the automotive, medical, and semiconductor segments.  
 

Company Report Card 

Latest results. In FY19, Dufu booked a core net profit of MYR45.2m, a 

12% YoY contraction – mainly on higher employee stock option scheme 
costs and depreciation charges due to capacity and plant expansions – 
while revenue growth was flattish at +3%. 1H19 results were impacted 
by the uncertainties caused by the protracted US-China trade war, but 
Dufu booked a stronger 2H19 with a record 4Q revenue on demand 
recovery. 

Balance sheet/cash flow. As at 31 Dec 2019, it is in a MYR26m net 

cash position, or 10 sen per share. ROE stood at 23%, down from 33%, 
on a higher equity base from its capex spend and plant expansions.  

Dividend. An 8 sen total dividend was declared/proposed at a payout of 

47%, yielding 2.1% at current prices. We believe a similar payout can 
be sustained in FY20F, with the improved earnings trajectory and 
healthy cash flow generation. 

Management. Executive Chairman Lee Hui-Ta is Dufu’s major 

shareholder. He co-founded the group in the early 90s and has more 
than 26 years of experience in precision tooling and CNC precision 
machining. Key senior management personnel include CEO Yeoh Beng 
Hooi, a post he has held since 2015. Yeoh was previously Dufu’s COO 
between 2004 and 2015. Since he joined in 2017, David Khoo Chong 
Beng has been its Group CFO.  
 

Investment Case 

A proxy to the data centre play... We believe demand for storage 

solutions, especially enterprise solutions, will continue to prosper. This 
is given the exponential rise in data volumes, cloud storage, and big 
data analytics. Additionally, technology advancement has increased the 
number of components within a HDD platform. Margins are expected to 
improve as demand rises for higher-grade spacers, which are required 
for the new generation of HDDs. Trading at a forward 14x P/E, we 
believe Dufu is a value buy with a visible growth trajectory in a rising 
data solutions industry trend.  

…and growing metal sheet segment. Having diversified into both the 

medical and automotive industries, we believe the metal sheet division 
will continue its strong growth trajectory. Having commenced operations 
at the new Bukit Minyak factory in Penang, this unit is well positioned to 
tap into the semiconductor segment, which is set for growth given the 
proliferation of 5G.  

Fair value. Based on a target P/E range of 17-20x on consensus’ 

FY21F earnings, we derive a fair value range of MYR4.67-5.49. The 
target P/E range is on par with the target P/E of the technology sector, 
as well as the 5-year average P/E for Dufu’s closest peers in the HDD 
industry – ie Notion VTec (NVB MK, NR) and JCY International (JCYH 
MK, NR).  

Key risks include slower capex spending, weaker consumer spending, 

customer concentration risks, and a weakening of the USD. 
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EITA Resources 
Target: N/A 

Price: MYR1.12 

Earnings Intact; Take Action 
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Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker EITA MK 

Avg Turnover (MYR/USD) 0.07m/0.02m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 146m 

Beta (x) 0.81 

BVPS (MYR) 1.38 

52-wk Price low/high (MYR) 1.02 – 1.6 

Free float (%) 16 

  

  

Major Shareholders (%) 

Fu Wing Hoong 25.7 

Ruby Technique 23.0 

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 5.7  (20.0) (22.2) (17.6) 

Relative 1.4  (11.9) (10.3) (3.4) 

 

 

Lester Siew +603 9280 2181 

lester.siew@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Key supplier of elevators serving domestic infrastructure projects;  

 Concrete earnings visibility from recurring maintenance income; 

 Undervalued company trading at 7.0x FY19 P/E with 5.5% yield. 

 

Company Profile 

EITA is a local manufacturer and supplier of elevator and lift systems, 
with more than 3,203 elevator systems in Malaysia and throughout 
ASEAN. 

Highlights 

Key supplier of elevators for domestic infrastructure projects. We 

estimate EITA to be the largest local player with a market share of 
around 10% in Malaysia, competing against global players such as 
Schindler, Otis, Fujitec, Thyssenkrupp, Kone and Toshiba. Using its 
domestic presence and ability to provide a high level of customisation 
as competitive advantages, EITA emerged, through the open tender 
system, as a key supplier of escalators and lifts for the Mass Rapid 
Transit (MRT) Line 1 (completed in mid-2017), MRT2 and Light Rapid 
Transit (LRT) 3 projects.  

Maintenance division to provide recurring income. Regulations by 

the Department of Occupational Safety and Health (DOSH) requires 
periodic lift maintenance to be carried out every month and inspection 
once every three months. The elevator/lift supplier would be contracted 
to provide these services for at least the first year, subject to renewals 
thereafter. We estimate the lift maintenance and inspection services to 
contribute revenue of MYR25-30m annually, representing 10% of total 
revenue. We believe this revenue stream will continue to grow as EITA 
delivers more elevators and escalators.  

Recognition of MRT2 lift supply contract over FY20-22F... Currently, 

its outstanding orderbook for MRT2 and LRT3 stands at MYR137.5m, 
with billings for both commencing from FY20-22F, in our estimate. 
Judging from profits recorded from MRT1, we expect EITA to book a 
similarly healthy EBIT margin of 20%. 

… and also for LRT3. Despite the termination of the original contract in 

August 2019, EITA nonetheless was retained as the LRT3 project’s 
supplier, with a lower contract value totalling RM67.5m for 130 
escalators and 66 lifts awarded by MRCB-GK.  

 

 

 

 

mailto:lester.siew@rhbgroup.com
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Profit & Loss Sep-17 Sep-18 Sep-19

Total turnover (MYRm) 271 261 305

Reported net profit (MYRm) 20 19 21

Recurring net profit (MYRm) 20 19 21

Recurring net profit grow th (%) 27.6 (4.3) 8.2

Recurring EPS (MYR) 0.15 0.15 0.16

DPS (MYR) 0.05 0.07 0.06

Dividend Yield (%) 4.5 6.4 5.5

Recurring P/E (x) 7.3 7.2 7.0

Return on average equity (%) 12.7 12.0 12.1

P/B (x) 0.9 0.9 0.8

P/CF (x) 14.7 12.3 10.5
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Sep-17 Sep-18 Sep-19

Total current assets 197 203 250

Total assets 231 240 304

Total current liabilities 65 65 112

Total non-current liabilities 8 7 16

Total liabilities 73 72 128

Shareholder's equity 157 166 173

Minority interest 1 2 3

Other equity 0 0 0

Total liabilities & equity 231 240 304

Total debt 17 15 30

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Sep-17 Sep-18 Sep-19

Cash flow  from operations 42 27 25

Cash flow  from investing activities (1) (3) (17)

Cash flow  from financing activities (31) (12) 6

Cash at beginning of period 34 44 55

Net change in cash 10 12 14

Ending balance cash 44 55 69
 

Source: Company data, RHB 

 

Company Report Card 

Latest results. In 1QFY20, EITA recorded a YoY surge in core net 

profit, coming from broadly higher topline in addition to higher 
contribution of its high-voltage system segments as well as the reversal 
of doubtful debt allowances. 

Dividend. EITA does not have an official dividend policy. Historically, it 

has paid out net DPS of 5 sen per share, or a net payout of between 30-
45%. Assuming the company continues to pay out 6-7 sen in DPS per 
year, this translates to a net yield of 5-6% pa. We believe EITA has the 
capacity to pay out more dividends to sustain investors’ interest, given 
its low capex requirements and net cash position. 

Management. EITA is headed by its founder, Fu Wing Hoong, who has 

served as Managing Director since the company’s inception in 1996. 
The group’s CFO Jeff Mok is an unrelated party and has been with the 
company since 2017. Dato’ Siow Kim Lun serves as the group’s Non-
Executive Chairman of EITA, bringing with him a wealth of corporate 
experience, particularly within the banking industry.    

 

Investment Case 

An undervalued company. We ascribe a target P/E multiple of 9-10x 

on FY20F/FY21F EPS to value EITA. This is based on the prospective 
forward P/E of our small cap average for construction. The valuation 
also represents a c.20% discount to average global elevator 
manufacturing and FBMSC P/E of 12-13x for FY20F. We believe the 
discount is justified given its relatively smaller market capitalisation and 
profit base. Nevertheless, EITA has one of the largest market shares in 
Malaysia (c.10%) and is expanding in a fast growing regions. Outlook 
remains fruitful beyond the short-term uncertainties, supported by 
expanding capacity meeting growing demand, double-digit historical 
earnings growth, strengthening presence in all key markets, and strong 
R&D under experienced management team. With that, we value the 
stock at a FV range of MYR1.44-MYR1.76, representing 43% upside. 

 

Key risks. Key risks for the company include: 

i. Termination of major contract awarded relating to supply of 
elevators and construction of turnkey sub-station; and  

ii. Slowdown in roll out of new affordable housing and public transport 
infrastructure projects. 

 



 

11 
 

 
Top Malaysia Small Cap Companies 2020  

 

 

 

ELK-Desa Resources  
Target: N/A 

Price: MYR1.21 

A Lever Long Enough And a Fulcrum 
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ELK-Desa Resources (ELK MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker ELK MK 

Avg Turnover (MYR/USD) 0.26m/0.06m 

Net Gearing (%) 20.3 

Market Cap (MYRm) 360m 

Beta (x) 1.0 

BVPS (MYR) 1.36 

52-wk Price low/high (MYR) 1.09 – 1.77 

Free float (%) 33 

  

  

Major Shareholders (%) 

Eng Lee Kredit 32.5 

Amity Corporation 5.2 

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 4.3  (23.9) (30.1) (12.9) 

Relative 0.1  (15.8) (18.2) 1.3  

 

 

Liew Wai Hoong +603 9280 8859 

liew.wai.hoong@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Rising ROE trajectory on a more efficient balance sheet;  

 Robust receivable growth;  

 Prudent underwriting to safeguard asset quality. 

 

Company Profile 

ELK-Desa Resources primarily engages in two businesses, namely hire 
purchase financing for pre-owned private vehicles and furniture 
wholesaling. For hire purchase, the group has partnerships with over 
1,000 car dealers in the Klang Valley. For furniture, it sells to more than 
800 dealers across Malaysia. 

 

Highlights 

Robust receivables growth with more efficient balance sheet. ELK-

Desa Resources’ receivable growth should be supported by both a 
customer base expansion and higher average disbursement size. The 
company has established a MYR1bn medium-term note (MTN) 
programme to support business expansion. ROE is on a medium-term 
upward trajectory, as the group is cranking up growth in the hire 
purchase business and improving its balance sheet position by 
gradually gearing up over time. 

Prudent underwriting to safeguard assets. ELK-Desa Resources 

adopts a set of stringent credit-screening processes. All lending is 
subject to a maximum 25% debt service ratio (DSR), ie monthly gross 
income is at least 4x that of the monthly instalment payment. For non-
salaried workers, an internally-imposed income limit is prescribed to 
them and the monthly income assumption used is in the DSR 
computation.  

Extensive collection and repossess teams. ELK-Desa Resources 

has two separate in-house collection teams to handle borrowers that 
are past due. For amounts due more than three months, vehicles will be 
repossessed and then sold off to repay the borrowings. In the event of 
any shortfall from the sales, legal action will be taken against the 
defaulting party. 

  

Company Report Card 

Latest results. For 9MFY20 (Mar), ELK-Desa Resources recorded a 

robust 16% YoY rise in PATAMI, largely driven by the 17% increase in 
hire-purchase PBT, which accounts for c.97% of the group’s bottomline. 
Furniture segmental PBT rose 64% YoY on healthy 16% growth in 
revenue, albeit minimal contributions. 

 

mailto:liew.wai.hoong@rhbgroup.com
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Profit & Loss Mar-17 Mar-18 Mar-19

Total turnover (MYRm) 94 104 123

Reported net profit (MYRm) 23 26 33

Recurring net profit (MYRm) 23 26 33

Recurring net profit grow th (%) 15.1 12.3 25.3

Recurring EPS (MYR) 0.09 0.09 0.11

DPS (MYR) 0.07 0.07 0.07

Dividend Yield (%) 5.6 5.6 5.8

Recurring P/E (x) 13.1 12.9 11.0

Return on average equity (%) 7.2 7.2 8.2

P/B (x) 0.9 0.9 0.9
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Mar-17 Mar-18 Mar-19

Gross receivables 350 400 490

Total assets 382 470 548

Borrow ings 26 53 115

Total other liabilities 22 21 22

Total liabilities 48 74 137

Shareholder's equity 334 396 411

Minority interest 0 0 0

Other equity 0 0 0

Total liabilities & equity 382 470 548

Net debt 11 3 84
 

Source: Company data, RHB 

 

Financial Ratios Mar-17 Mar-18 Mar-19

NIM (%) 15.0 15.2 14.5

Cost-to-income ratio (%) 46.9 46.0 49.6

Net gearing ratio (%) 3.4 0.7 20.3

GIL ratio (%) 1.20 1.00 0.80

Loan loss coverage ratio (%) 291 328 346

Credit cost (bps) 632 545 381
 

Source: Company data, RHB 

 

Dividend. ELK-Desa Resources does not have an official dividend 

policy. The group has been consistently paying out over 60% as 
dividend in the past five financial years. We believe management will 
likely maintain the payout ratio at no less than 60%. Business 
expansion will be funded via borrowings, namely the MYR1bn MTN 
programme. 

Management. ELK-Desa Resources is a family-run business and is 

currently helmed by Executive Chairman Teoh Hock Chai @ Tew Hock 
Chai who has been serving in this capacity since 2004. Teoh founded 
Eng Lee Kredit in 1971, which is currently the largest shareholder of 
ELK-Desa Resources, controlling c.40% of the outstanding shares. 
Teoh Seng Hui and Teoh Seng Hee (sons of Hock Chai) are the group’s 
Chief Executive Officer and Chief Financial Officer. 

 

Investment Case 

Rising ROE trajectory on more efficient balance sheet. We believe 

ELK-Desa Resources’ ROE is on an upward trajectory in the medium 
term, as the group is cranking up growth in the hire purchase business 
and improving its balance sheet position – by gradually gearing up over 
time via the use of the MTN as opposed to continuing to rely on equity 
financing. ELK-Desa Resources has tapped into the bond market by 
establishing the MTN programme of up to MYR1bn to fund the 
expansion of its hire purchase business. 

Robust receivables growth. ELK-Desa Resources’ receivable growth 

should be supported by an expansion in its customer base and higher 
average disbursement size, especially since the group revised its loan 
amount cap upwards to MYR35,000 from MYR20,000 in 2017. The 
group relies on a network in excess of 1,000 used car dealers located in 
Klang Valley for distribution. Application turnaround time is within 24 
hours and an approval in principal will be given if the application passes 
the preliminary assessment. 

We believe the company’s rising ROE will be the biggest re-rating 
catalyst for the stock. We estimate the stock is valued at MYR1.50-1.70 
based on a GGM-derived 1-1.1x FY21F P/BV. 

Key risks. The Movement Control Order imposed by the Government 

to combat COVID-19 will result in slower receivable growth for ELK-
Desa Resources due to battered consumer sentiment and as the group 
tightens its credit underwriting. Depending on the pace of the recovery, 
its asset quality could exhibit stress and credit costs may deteriorate as 
well. 
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Gabungan AQRS 
Target: N/A 

Price: MYR0.875 

Poised For Bigger Jobs 
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Gabungan AQRS (AQRS MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker AQRS MK 

Avg Turnover (MYR/USD) 1.3m/0.3m 

Net Gearing (%) 35.0 

Market Cap (MYRm) 433m 

Beta (x) 1.2 

BVPS (MYR) 1.02 

52-wk Price low/high (MYR) 0.60 – 1.54 

Free float (%) 53.0 

  

  

Major Shareholders (%) 

Ganjaran Gembira 10.9  

Employees Provident Fund 78.2  

Ow Chee Cheoon 6.9  

 
 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 13.6 (17.5) (32.7) (41.7) 

Relative 7.2 (9.40) (21.0) (27.4) 

 

 

Muhammad Danial Abd Razak  +603 9280 8682 

muhammad.danial.abd@rhbgroup.com 

 

   

  
 

 

Investment Merits 

 Robust 2-year orderbook provides buffer against a slowdown; 

 Chunky package expected from the ECRL project; 

 Undemanding valuation with attractive upside gains. 

Company Profile 
Gabungan AQRS is engaged in domestic construction and property 
development activities. The construction wing acts as a key contributor 
to AQRS’ revenue and operating income. It specialises in the 
construction of infrastructure, residential and commercial buildings, and 
purpose-built buildings. Notable jobs completed or being undertaken: 
Klang Valley Mass Rapid Transit Line 1, Sungai Besi-Ulu Kelang 
Highway, Light Rail Transit Line 3 (LRT3), and Pusat Pentadbiran 
Sultan Ahmad Shah (PPSAS). 

Highlights 

Strong Pahang toehold. AQRS’ Pahang footprint presents the group 

with a unique advantage. For starters, it is currently the turnkey 
contractor for the state’s new MYR361m administrative centre, PPSAS. 
Its responsibility includes constructing landed homes in the surrounding 
Kota SAS development for MYR189m – this firms up its operational 
presence there. Taken together, AQRS’ position appears strengthened 
when competing for incoming East Coast Rail Link (ECRL) jobs that are 
to commence in the near term. With a station located at Kota SAS and 
the alignment passing through the area, AQRS could submit a 
competitive tender embedded with lower mobilisation costs. Its 
experience dealing with local authorities in obtaining approvals also 
builds up its prowess in executing construction works efficiently.  

Favourites to undertake ECRL jobs. AQRS is seen as strong 

contender to win an ECRL package. In our estimate – assuming each 
package is broken down to a 15km length with a cost per km of 
MYR65m under the revised cost structure – this adds up to MYR975m 
in value. If it were to successfully secure such a package, AQRS’ 
outstanding orderbook – currently valued at MYR1.8bn – could increase 
by more than 50% to c.MYR2.8bn. 

Plenty of big packages in Sabah. The MYR12.9bn 706km Pan 

Borneo Sabah (PBS) has 24 out of the 36 construction packages yet to 
be awarded. Termination of the project delivery partner agreement 
indicates that progress is being made, which – to our comfort – will not 
affect the work package contractors. On top of the 12 packages already 
awarded, there are several more coming in soon, according to the 
Works Ministry. Suria Capital has been strong partner to AQRS, and 
both stand to benefit as a strong JV entity when it comes to putting 
competitive bids for PBS packages. 

Earning visibility. As 31 Dec 2019, AQRS has a robust outstanding 

orderbook of MYR1.8bn, which should keep it busy till 2022. 
Management is also aggressively tendering for various new projects 
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 462 585 413

Reported net profit (MYRm) 67 61 39

Recurring net profit (MYRm) 67 61 39

Recurring net profit grow th (%) 182.7 (20.3) (37.1)

Recurring EPS (MYR) 0.16 0.13 0.08

DPS (MYR) 0.02 0.05 0.05

Dividend Yield (%) 2.3 5.7 5.7

Recurring P/E (x) 5.4 6.7 10.7

Return on average equity (%) 18.9 14.8 9.7

P/B (x) 0.9 0.9 1.2

P/CF (x) 2.4 (17.4) (8.7)
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 657 907 924

Total assets 1088 1414 1473

Total current liabilities 657 907 924

Total non-current liabilities 29 29 32

Total liabilities 686 936 955

Shareholder's equity 402 477 332

Minority interest 8 6 6

Other equity 394 472 326

Total liabilities & equity 1088 1414 1287

Total debt 188 206 254

Net debt 138 114 117
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 149 (24) (48)

Cash flow  from investing activities (10) (44) (32)

Cash flow  from financing activities (119) (26) 11

Cash at beginning of period (38) (19) (112)

Net change in cash 20 (94) (68)

Ending balance cash (19) (112) (181)
 

Source: Company data, RHB 

 

that we believe could come in a sizeable chunk. While opportunities 
appear aplenty, AQRS is in no hurry to replenish its jobs pipeline.  

Its Shariah-compliant status can act as a catalyst for the share price, 
as it allows more funds to include the group into their portfolios. 
 

 

Company Report Card 

Latest results. AQRS’ construction wing booked a massive 40.3% YoY 

contraction in revenue to MYR84m in 4Q19 (4Q18: MYR140.6m). The 
decline was due to an extension of the completion date resulting from 
changes in the interior design plan by the PPSAS project’s client and 
new work programme for the LRT3 package. The latter led to lower 
work progress for this unit. At PBT level, this division booked 
MYR63.1m in 4Q19, a 276% increase vis-à-vis the previous year. This 
increase was underpinned by a one-off accounting adjustment – 
Malaysian Financial Reporting Standard 9 re-measurement of expected 
credit loss rate – that resulted in a MYR56m non-cash gain. Excluding 
this, this unit booked 4Q19 PBT of MYR6.8m (-79% YoY), as a result of 
a works slowdown for the LRT3 project. 

Balance sheet/cash flow. As at end-FY19, net gearing hovered at a 

healthy 0.23x level vs end-FY18’s 0.16x. AQRS expects to recognise 
more cash flows from property projects from FY20, which will be partly 
utilised to finance working capital and pare down debts. The current 
balance sheet appears strong, with enough capacity seen to provide 
room in strengthening the group’s key segments.   

Dividend. AQRS does not have a formal dividend policy. Based on 

historical trends, we observed that the payout rate was between 13% 
and 38%. Moving forward, it looks to distribute cash to shareholders 
from the retained earnings of The Peak project. In favour of business 
sustainability, we believe the possibility of dividend being deferred 
cannot be ruled out. This is considering the challenges faced by the 
sector and the company, as a result of COVID-19.  

Management. Group CEO Dato’ Azizan Jaafar was responsible in 

spearheading a massive restructuring exercise in 2016. Since then, his 
portfolio has been further extended through his directorship in most of 
AQRS’ subsidiaries.  
 

Investment Case 

Huge orders expected in infrastructure space. AQRS’ presence in 

Pahang is clearly a big plus in standing out among its peers. A chunky 
job from ECRL will give the group a leg up in bolstering the impact to 
bottomline. Its MYR1.8bn orderbook should keep AQRS busy – it also 
means that it need not be overly worried in filling up the jobs pipeline. 

Undemanding valuation. We believe the group’s valuations are 

compelling. We value AQRS with SOP methodology – arriving at a FV 
MYR1.14-1.18. The group’s track record in completing and undertaking 
several mega jobs should not be overlooked. It also continues to prove 
its prowess in the construction space. AQRS is a well-recognised 
contractor, and its strong geographical presence in Pahang is seen as a 
strength factor at this juncture. 

Key downside risks include 1)failure to secure new contracts, 2) a 

prolonged downturn in the sector and 3) the possible rise of Liquidate 
Ascertained Damages charges due to delay in delivering its property 
projects. 
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Hibiscus Petroleum  
Target: N/A 

Price: MYR0.490 

Riding On Gradual Recovery Of Oil Market 
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Hibiscus Petroleum (HIBI MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker HIBI MK  

Avg Turnover (MYR/USD) 34.7m/8.02m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 778 

Beta (x) 2.01 

BVPS (MYR) 0.65 

52-wk Price low/high (MYR) 0.245 - 1.14 

Free float (%) 78 

  

  

Major Shareholders (%) 

Hibiscus Upstream Sdn Bhd 10.6  

Polo Investments Limited 8.8  

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 44.1  (42.4) (47.9) (57.0) 

Relative 39.9  (34.3) (36.0) (42.7) 

 

 

Sean Lim Ooi Leong +603 9280 8867 

sean.lim@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Cost optimisation and lean balance sheet enables it to weather  the 
industry downturn;  

 Potential M&A to boost production, and field development to unlock 
value; 

 Riding on the gradual recovery of the oil market. 

 

Company Profile 

Hibiscus Petroleum, which debuted on the Main Market of Bursa 
Malaysia in 2011, is Malaysia’s first listed independent oil and gas 
exploration and production company. The company holds interests in 
several concessions and a production-sharing contract in Malaysia, the 
UK, and Australia. The two main producing assets are Anasuria 
Clusters in the UK’s North Sea and North Sabah Enhanced Oil 
Recovery Production Sharing Contract (North Sabah PSC).  

 

Highlights 

Cost optimisation to reduce unit operating costs. Hibiscus has 

announced several asset action plans to accommodate the challenging 
environment, following the plunge in oil prices in March. One of the 
major initiatives is to reduce its unit production cost (UPC) for 2020, 
through  the deferral of non-critical opex activities and managing G&A 
expenses. Target UPCs for the North Sabah PSC and Anasuria clusters 
are reduced to USD15.00/bbl and USD18.50/bbl. Including 
decommissioning cost provisions, the cash breakeven amount for both 
producing assets are estimated at USD25.00-30.00/bbl. Meanwhile, 
total net production is expected to hit 3.2m bbls of oil in FY2020 (Jun) 
(vs 2.9m bbls in FY19 (Jun)), whereby some offtakes in 4QFY20 will be 
deferred to 1QFY21, in order to realise higher crude prices. Hibiscus 
has also locked in 750,000 bbls of future sales from North Sabah PSC 
at an average price of USD35.00/bbl. 

Lean balance sheet to survive through the industry downturn. With 

the cost optimisation in place, Hibiscus is looking to maintain positive 
operating cash flow. At the same time, the company could also defer its 
major capex projects in North Sabah – if the low oil price environment is 
prolonged. Considering all the accommodative spending measures, 
coupled with its healthy balance sheet – evidenced by the net cash 
position of MYR91m as at 2QFY20 – we believe Hibiscus will be able to 
sail through the storm.   

Locking in new deal at a lower price tag? Hibiscus was targeting to 

increase its daily net combined production from 8,998 bbls as of 
2QFY20, to 20,000 bbls by end-FY21E, via organic production growth 
and new asset acquisitions. However, we believe such a target is likely 

mailto:sean.lim@rhbgroup.com
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Profit & Loss Jun-17 Jun-18 Jun-19

Total turnover (MYRm) 261 394 988

Reported net profit (MYRm) 106 204 230

Recurring net profit (MYRm) 29 43 255

Recurring net profit grow th (%) (120.2) 45.1 499.3

Recurring EPS (MYR) 0.02 0.03 0.13

DPS (MYR) 0.00 0.00 0.00

Dividend Yield (%) 0.0 0.0 0.0

Recurring P/E (x) 23.6 19.0 3.6

Return on average equity (%) 16.0 23.4 20.6

P/B (x) 0.9 0.8 0.8

P/CF (x) 8.1 9.6 1.9
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Jun-17 Jun-18 Jun-19

Total current assets 84 402 477

Total assets 1320 1974 2394

Total current liabilities 125 236 396

Total non-current liabilities 452 742 759

Total liabilities 577 978 1156

Shareholder's equity 742 996 1238

Minority interest 0 0 0

Other equity 0 0 0

Total liabilities & equity 1320 1974 2393

Total debt 0 0 0

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Jun-17 Jun-18 Jun-19

Cash flow  from operations 85 85 488

Cash flow  from investing activities (83) (88) (346)

Cash flow  from financing activities 42 90 (3)

Cash at beginning of period 29 55 136

Net change in cash 44 87 140

Ending balance cash 55 136 274
 

Source: Company data, RHB 

 

to be revised downwards. While management has acknowledged the 
slowdown in asset divestments, and that lending banks will have to 
safeguard existing client portfolios before on-boarding clients to fund 
potential acquisitions, the current industry downturn could provide 
opportunities for the company to negotiate any potential deals, at more 
attractive valuations. 

Further value to unlock from field development plan (FDP) of 
Marigold & Sunflower asset. Following the acquisition of 50% of the 

Marigold & Sunflower development asset in Oct 2018, several project 
delivery targets, including getting FDP approval by end-2020, have 
been imposed. Although this timeline will most likely be delayed amidst 
the oil crisis, we believe that work progress could accelerate with the 
recovery in oil prices, while FDP approval would serve as a re-rating 
catalyst for the stock.    

 

Company Report Card 

Results review. Hibiscus’ FY19 revenue jumped by 1.5x YoY to 

MYR988m due to higher offtakes from the North Sabah PSC and 
Anasuria clusters, as well as higher average oil prices. As such, core 
net profit also jumped 5.5x YoY to MYR255m. Hibiscus booked core 
profit of MYR61m (+4% YoY; +3.0x QoQ) in 2QFY20, lifting 1HFY20 
core earnings to MYR76m (-49% YoY). Core earnings plunged by 49% 
YoY, largely due to lower offtakes, and higher opex from planned 
maintenance activities in 1QFY20. 

Management. Dr Kenneth Gerard Pereira, the company’s founder and 

managing director, has 32 years of experience in the oil & gas industry 
(services and exploration & production). He is assisted by an 
experienced key management team, led by COO Mark John Paton 
(who has 40 years of experience in the oil & gas industry), CFO Yip 
Chee Yeong (>25 years of experience in finance and accounting), and 
special project advisor Kevin Robinson (>41 years of experience in the 
upstream space). 

 

Investment Case 

Riding on an improving oil market. As countries ease out of 

lockdowns, crude oil demand should recover gradually. With OPEC+ 
starting to cut production from May onwards, and higher-cost producers 
curtailing production, our crude oil price estimate of USD45.00/bbl for 
4Q20 should be attainable. We see Hibiscus as the direct beneficiary in 
a recovering oil market. 

We derive a fair value range of MYR0.70-0.75, based on a SOP 

valuation, by ascribing a 5-10% discount in our DCF calculation on both 
Anasuria and North Sabah PSC. We have also assumed oil prices to 
average USD40.00/bbl in 2020, USD55.00/bbl in 2021-2022, and 
USD60.00/bbl over the long run.  
 

Key risks. Weaker-than-expected oil prices, and higher-than-expected 

opex.  
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Johore Tin 
Target: N/A 

Price: MYR1.41 

Got Milk? 
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Johore Tin (JOHO MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker JOHO MK 

Avg Turnover (MYR/USD) 1.71m/0.4m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 438m 

Beta (x) 1.32 

BVPS (MYR) 1.10 

52-wk Price low/high (MYR) 0.98 - 1.9 

Free float (%) 48 

  

  

Major Shareholders (%) 

Ng Keng Hoe 11.5 

Goh Mia Kwong 11.5 

Goh Swee Wang 7.6 
 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 14.6  (11.9) (2.8) (8.4) 

Relative 10.4  (3.8) 9.1  5.8  

 

 

Muhammad Afif Bin Zulkaplly +603 9280 8883 

muhammad.afif.zulkaplly@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Additional 60k MT pa capacity of condensed milk production to drive 
sales growth, by capturing robust demand; 

 Demand for dairy products expected to stay strong despite the 
COVID-19 outbreak; 

 Commissioning of the new plant in Mexico would open new 
opportunities for the group to increase its market share in the country 
and penetrate new markets; 

 The company is trading at an undemanding valuation of 7.7x 2021 
P/E. 

 

Company Profile 

Johore Tin’s principal business is manufacturing of milk, and packing 
and processing of milk powder and other dairy-related products. It is 
also involved in manufacturing of various tin, can and other container 
products, and provides tin plate printing services. 

 

Highlights 

Capacity expansion to capture existing demand. Johore Tin recently 

added 60k MT pa (+60%) to its condensed milk capacity to capture 
robust demand. Before the expansion, the plant was already running at 
full capacity, with some backlog orders.  

Defensive products. Demand for dairy products is likely to stay robust 

despite macroeconomic uncertainty caused by the COVID-19 outbreak. 
The tin manufacturing business is also not likely to fluctuate significantly 
due to sustainable demand from an already niche market. Being a net 
exporter, a further weakening of MYR vs USD would benefit Johore Tin. 

Mexico, the next frontier. Johore Tin’s new plant in Mexico is 

expected to be commissioned in 2H20, and contribute to FY21 earnings 
on a full-year basis. The plant would have a capacity of 160k MT pa, 
similar to its Pasir Gudang facility. The company has a 43.13% equity 
stake in this venture (Able Dairies Mexico), while the remaining stakes 
are owned by several local partners. Previously, c.15-16% of Johore 
Tin’s sales came from Mexico. With the new plant, it could further 
penetrate the market and potentially explore further export opportunities 
to the US. Management expects the plant to break even in its first year 
of operation (40% utilisation rate). 

 

 

 

  

mailto:muhammad.afif.zulkaplly@rhbgroup.com
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 475 503 579

Reported net profit (MYRm) 26 36 49

Recurring net profit (MYRm) 25 36 49

Recurring net profit grow th (%) (37.8) 43.3 36.5

Recurring EPS (MYR) 0.08 0.12 0.16

DPS (MYR) 0.06 0.05 0.06

Dividend Yield (%) 3.9 3.5 4.5

Recurring P/E (x) 17.6 12.2 9.0

Return on average equity (%) 9.7 11.8 14.9

P/B (x) 1.5 1.4 1.3

P/CF (x) 21.5 10.5 9.1
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 272 300 367

Total assets 394 444 544

Total current liabilities 93 119 184

Total non-current liabilities 11 10 14

Total liabilities 104 129 198

Shareholder's equity 290 314 341

Minority interest 0 1 4

Other equity 0 0 0

Total liabilities & equity 394 444 544

Total debt 44 32 54

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 20 42 48

Cash flow  from investing activities (17) (31) (30)

Cash flow  from financing activities 21 (26) (10)

Cash at beginning of period 61 85 78

Net change in cash 25 (16) 8

Ending balance cash 85 70 78
 

Source: Company data, RHB 

 

Company Report Card 

Latest results. Johore Tin recorded a strong set of results in 2019 with 

core earnings of MYR48.8m (+36.5% YoY). The improvement in 
earnings was mainly driven by higher sales and low raw material prices. 
The additional condensed milk capacity contributed to the higher sales.  

Balance sheet/cash flow. Johore Tin’s balance sheet is sturdy with net 

cash of MYR24m, or net cash per share of 7.7 sen. The operating cash 
flow has been consistently positive, at least in the last three financial 
years. Johor Tin’s ROAE has been improving, at 14.9% in FY19 (from 
11.8% in FY18 and 9.7% in FY17). 

Dividend. Johore Tin does not have an official dividend policy. In recent 

years, the group paid out net DPS of 4-5 sen per share. Given its net 
cash position and no further major capex expected in the near-to-
medium term, we expect this trend to continue moving forward.  

Management. The group is spearheaded by Edward Goh Swee Wang, 

who has been the Chief Executive Officer since Dec 2002. Goh is also 
one of the largest shareholders with 7.3% equity stake in the company. 
He is the son of Johore Tin’s founder and Executive Director Goh Mia 
Kwong (11.5% equity stake). The group finance manager is Leo Aun 
Foo, an unrelated party, who joined the company in 2008. 

 

Investment Case 

Fair value. We value Johore Tin at MYR1.84-2.00, with FY21 earnings 

based on target P/E range of 10x-11x – this is based on its 5-year 
historical average P/E. For reference, the KL Consumer Index is trading 
at 22.8x P/E. Currently trading at 7.7x P/E or close to –1SD over 5-year 
mean, the stock’s valuation looks undemanding in view of the growth 
prospects and solid fundamentals.  

Key risks. Unexpected spike in raw material price, eg skimmed milk 

powder and sugar, could affect margins. Being a net exporter, a 
stronger MYR vs USD would also be negative to the group’s earnings.  
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Kotra Industries 
Target: N/A 

Price: MYR2.01 

Ready For More Production 
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Kotra Industries (KTRI MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker KTRI MK 

Avg Turnover (MYR/USD) 0.05m/0.01m 

Net Gearing (%) 9.1 

Market Cap (MYRm) 292m 

Beta (x) 0.72 

BVPS (MYR) 1.19 

52-wk Price low/high (MYR) 1.60 - 2.33 

Free float (%) 23 

  

  

Major Shareholders (%) 

Piong Nam Kim Holdings SB 44.5  

Piong Teck Onn 7.0  

Piong Teck Yen 4.4  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 8.6  0.5  1.0  18.2  

Relative 4.4  8.6  12.9  32.5  

 

 

Lim Jia Yi +603 9280 8873 

lim.jia.yi@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Sufficient capacity to support expansion in production;  

 New product launches and market ventures to expand sales;  

 Potential higher dividend payout ahead. 

 

Company Profile 

Kotra Industries is involved in nutraceuticals (under Appeton) and 
pharmaceuticals (under Axcel and Vaxcel). It has over 200 products 
registered with the National Pharmaceutical Regulatory Agency 
(NPRA). Its products include tablets, capsules, liquids, ointments and 
creams, sterile and small-volume injectables, and cephalosporin. 
Appeton offers over-the-counter products, from prenatal development 
needs to geriatric health supplements. Axcel focuses on paediatric care, 
anti-infective medicine and dermatological care, while Vaxcel 
specialises in sterile injectables that feature a range of antibiotics.  

 

Highlights 

Sufficient manufacturing capacity to support expansion in 
production. Kotra commenced its major capacity expansion in 2008, 

and completed Phase 1 (worth USD50m) of the total USD150m new 
manufacturing and technology centre in FY11. Subsequently, the new 
sterile powder non-cephalosporin manufacturing line was 
commercialised in FY15, and it moved on to Pre-filled Syringe (PFS) 
manufacturing and Metered Dosage Inhaler (MDI) lines, which was 
approved in FY19. With the additional capacity and a utilisation rate of 
c.35%, we think there is ample room to cater to any additional demand 
and evolving needs for products in all dosage forms, including generic 
drugs. We also think its active investment in marketing and promotional 
activities, especially billboard advertisements nationwide, bode well for 
sales growth.  

New product launches and market ventures to expand sales. Kotra 

remains committed to developing new products through its in-house 
research and development (R&D). In FY19, it launched three new 
products, Creobic DA (Double Action) Cream (for treatment of fungal 
skin infections), Axcel Cephalexin-250 Suspension (for treatment of 
infections) and Axcel Atenolol 100mg Tablet (to treat high blood 
pressure and chest pain). Additionally, both the PFS and MDI lines, with 
built-up areas of 625 sq m and 351 sq m respectively, have been 
inspected and approved by NPRA. We believe the recent COVID-19 
pandemic may help see an increase in supplement sales on demand for 
supplements to boost immunity. We also expect export sales to 
improve, as it has expanded into more countries in Africa such as Libya 
and Botswana. Overall, we estimate an overall 2-year revenue CAGR of 
3%. 

mailto:lim.jia.yi@rhbgroup.com


  

 
 

 
 

 
                                                                      Top Malaysia Small Cap Companies 2020 

20 

 

 
 
 

Profit & Loss Jun-17 Jun-18 Jun-19

Total turnover (MYRm) 166 178 173

Reported net profit (MYRm) 12 16 22

Recurring net profit (MYRm) 12 16 22

Recurring net profit grow th (%) 59.7 27.0 40.9

Recurring EPS (MYR) 0.09 0.12 0.15

DPS (MYR) 0.04 0.05 0.07

Dividend Yield (%) 2.0 2.5 3.7

Recurring P/E (x) 22.4 15.4 11.4

Return on average equity (%) 9.1 10.7 13.6

P/B (x) 2.0 1.6 1.5

P/CF (x) 10.2 7.6 7.2
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Jun-17 Jun-18 Jun-19

Total current assets 99 97 101

Total assets 252 243 246

Total current liabilities 51 41 41

Total non-current liabilities 60 48 33

Total liabilities 110 90 74

Shareholder's equity 142 153 172

Minority interest 0 0 0

Other equity 0 0 0

Total liabilities & equity 252 243 246

Total debt 74 58 44

Net debt 57 37 16
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Jun-17 Jun-18 Jun-19

Cash flow  from operations 34 36 37

Cash flow  from investing activities (3) (6) (26)

Cash flow  from financing activities (30) (26) (17)

Cash at beginning of period 16 17 21

Net change in cash 1 4 (6)

Ending balance cash 17 21 15
 

Source: Company data, RHB 

 

Potential higher dividend payout ahead. There were no dividends 

between FY08 to FY16, which we believe was due to cash conserved 
for construction of the Kotra Pharma Technology Centre, its state-of-
the-art manufacturing facility. Moving forward, post completion of 
facility, we expect the dividend payout ratio to increase progressively to 
43-45% for FY20-21F. 
A stronger USD/MYR could benefit Kotra, as its export sales – mostly 

denominated in USD, accounted for c.42% of FY19 revenue, in 
countries such as Vietnam, Myanmar, Indonesia and Cambodia. This, 
coupled with growth in sales volume, could bode well for revenue 
growth moving forward. 

 

Company Report Card 

Latest results. As at 1HFY20 (Jun), Kotra recorded lower revenue       

(-3.9% YoY) on the back of lower contract manufacturing orders. That 
said, PAT rose 33.6% YoY, mainly due to lower advertisement and 
promotional expenses. QoQ, 2QFY20 PAT and revenue jumped 73.3% 
and 23.6% respectively, mainly attributable to higher sales of health 
supplement products (for both local and export markets) and higher 
sales of pharmaceutical products (for export market).  

Balance sheet. The group’s net gearing has been reducing 

progressively since 2012 from 1.12x to 0.05x as at 2QFY20, as 
borrowings were pared down gradually over the years.  

ROE. Its ROAE stood at 13.7% in FY19, higher than FY18’s 10.4%.  

Management. Piong Teck Onn has been the Managing Director since 

2000, and is responsible for the overall operations and business 
strategic direction. He pioneered the development of the group’s wholly 
owned subsidiary Kotra Pharma’s manufacturing, marketing, and R&D 
departments. Under his management, Appeton, Axcel and Vaxcel lines 
have become recognised healthcare brands in healing and preventing 
disease. Daniel Chua Chong Liang has been the Chief Financial Officer 
since 2003 and is responsible for the group’s financial management. 

  

Investment Case 

Fair value. Our estimated fair value range of MYR2.45-2.80 is based on 

FY21F P/E of 14x-16x, at 3-year forward +1.5SD and +2SD level, or 27-
36% discount from global peer weighted average P/E of 22x, given the 
smaller market cap. This is premised on the company’s enlarged 
production capacity to support demand growth from government 
tenders and contract manufacturing, new product launches and market 
to boost sales, and increasing demand for supplements, as well as 
potential higher dividend payout. It is trading at 12x FY21F P/E, below 
the local sector peer weighted average of 14x, with 7% 2-year earnings 
CAGR. 

Key risks. Surge in raw material prices, strengthening of MYR/USD 

and intensifying competition. 
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Kumpulan Powernet  
Target: N/A 

Price: MYR1.62 

Exponential Growth Ahead 
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Kumpulan Powernet (KPB MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker KPB MK 

Avg Turnover (MYR/USD) 3.24m/0.76m 

Net Gearing (%) 7.3 

Market Cap (MYRm) 136m 

Beta (x) 2.10 

BVPS (MYR) 0.29 

52-wk Price low/high (MYR) 0.295 - 3.11 

Free float (%) 30 

  

  

Major Shareholders (%) 

Dato’ Dr. Ir. Ts. Mohd Abdul Karim Abdullah                  34.7  

Grand Deal Vision Sdn Bhd 13.7  

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute (2.4) (10.0) 32.8  N/A 

Relative (6.6) (1.9) 44.7  N/A 

 

 

Sean Lim Ooi Leong +603 9280 8867 

sean.lim@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 New board members and management team to drive new 
ventures;  

 Strong contract flow amidst aggressive bidding;  

 Exponential earnings growth in the next three years. 

 

Company Profile 

Kumpulan Powernet (KPOWER) started as a manufacturer of warp-
knitted fabrics from synthetic yarns for the lingerie industry back in the 
1970s. Currently, the company is able to produce warp-knitted fabrics 
for the clothing, automotive, household, footwear and industrial 
segments. Besides manufacturing, it is also involved in property 
development and real estate investment – the company intends to 
venture into the energy, utilities, infrastructure, and logistics segments 
in the future. 
 

Highlights 

New board members and management team to drive new ventures. 

Following Dato’ Dr. Ir. Ts. Mohd Abdul Karim Abdullah’s acquisition 
(founder of Serba Dinamik (SDH MK, BUY, TP: MYR2.09) of a 53% 
stake in KPOWER in Jun 2019, new board members and management 
team were introduced including Mustakim Mat Nun (group managing 
director), Sarah Azreen (non-independent non-executive director), 
Amirul Afif (chief financial officer). This new team is experienced in the 
renewable energy sector and has plans to reposition the company as 
an end-to-end concession-based renewable energy infrastructure, 
focusing on hydro, solar and waste-to-energy. 

 

Achieved MYR1bn target by end-FYE (Jun) 2020. YTD-FY20, 

KPOWER has secured new orders of c.MYR1bn including MYR354m 
EPCC of 5 mini hydropower plants  with total capacity of 32.47MW, 
MYR254m sewerage facilities and green building construction project, 
USD48m EPCC of 23MW mini hydro power plant at Nepal, USD16m 
EPCC of 8MW small hydropower plant at Laos, among others. Current 
bid value stands at MYR3.0bn, whereby 65% of it is attributable to the 
energy segment, followed by the infrastructure and utilities sectors at 
34% and 1%. Interestingly, 40% of the tenders were secured from the 
Middle East, while the remaining are from Malaysia (20%), Nepal 
(17%), Indonesia (16%) and Laos (7%).We would believe that the bulk 
of the job opportunities leverage on the connections of Dato’ Karim – 
founder of Serba Dinamik – who also has a strong presence in the 
Middle East. 
 

Turnaround of manufacturing business. KPOWER’s textile 

manufacturing factory underwent review and refurbishment in Oct 2019 

mailto:sean.lim@rhbgroup.com
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Profit & Loss Jun-17 Jun-18 Jun-19

Total turnover (MYRm) 4 6 13

Reported net profit (MYRm) (7) (5) 0

Recurring net profit (MYRm) (7) (5) 0

Recurring net profit grow th (%) N/A (0.3) (1.1)

Recurring EPS (MYR) (0.09) (0.06) 0.01

DPS (MYR) 0.00 0.00 0.00

Dividend Yield (%) 0.0 0.0 0.0

Recurring P/E (x) (18.9) (27.3) 279.2

Return on average equity (%) (42.2) (20.7) 2.0

P/B (x) 8.0 5.6 5.5

P/CF (x) (203.9) 33.3 (41.4)  

Source: Company data, RHB 

 

Balance Sheet (MYRm) Jun-17 Jun-18 Jun-19

Total current assets 11 14 20

Total assets 34 36 41

Total current liabilities 14 9 14

Total non-current liabilities 4 3 3

Total liabilities 18 12 17

Shareholder's equity 17 24 25

Minority interest (0) (0) (0)

Other equity 0 0 0

Total liabilities & equity 34 36 41

Total debt 11 10 15

Net debt 11 6 13  

Source: Company data, RHB 

 

Cash Flow (MYRm) Jun-17 Jun-18 Jun-19

Cash flow  from operations (2) (9) (2)

Cash flow  from investing activities 1 0 (0)

Cash flow  from financing activities 1 13 (1)

Cash at beginning of period 1 1 4

Net change in cash (1) 4 (3)

Ending balance cash 1 4 2  

Source: Company data, RHB 

 

and resumed production subsequently.  
 

In order to achieve better process improvement and clientele portfolio 
expansion, management is currently working with government 
agencies, ie the Ministry of Trade and Industry (MITI) and other small 
and medium industries (SMIs). The textile manufacturing segment 
registered a net loss of MYR2.7m in FY19 due to inefficiencies in plant 
operations and rising cost of raw materials. Moving forward, this 
segment is expected to generate earnings of MYR5-6m pa.  

 

For the property development segment, the only commercial project 

is in Sentul, Kuala Lumpur with a GDV of MYR40m on a parcel of 
commercial development land owned by Yayasan Bekas Wakil Rakyat 
(Mubarak) Malaysia that has been fully sold. The project was 42% 
completed as at Nov 2019, and is slated for completion by 2QFY21. 
Management acknowledges the softening demand of the property 
sector, especially commercial development in the Klang Valley, but will 
continue to explore any potential cautiously. 

Company Report Card 

KPOWER has been in the red over the past few years, recording net 
losses of MYR4.0-8.5m in FY14-18. The company managed a 
turnaround in FY19, with a core net profit of MYR0.5m from a MYR5.0m 
loss in FY18. This is largely underpinned by strong revenue of 
MYR2.3m in 4QFY20 on the back of higher project billings from its 
property development segment. 

 

Net earnings were MYR2.8m in 6MFY20, from a net loss of MYR1.4m 
in 6MFY19. The better performance is largely underpinned by higher 
project billings for its property development segment and the maiden 
contribution from its newly secured contracts, which has been classified 
under “construction related activities” division. 

 

Investment Case 

Expect further fundraising exercise. In early February, KPOWER 

completed a private placement (10% of existing share base) to raise 
MYR13.3m. Proceeds will be utilised to finance the construction of 
sewerage treatment facilities and upgrading works as well as 
construction of a green building index (GBI) certified building in Kuala 
Lumpur. Meanwhile, we also gather that its major shareholder, Dato’ 
Karim, has advanced MYR10m cash to the company as a shareholder 
loan for working capital purposes. In view of its aggressive bidding, we 
believe it will need to tap further into the capital market to raise more 
funds. 

 

Based on an ascribed P/E range of 10-12x on 2021F earnings, we 
derive a fair value range of MYR2.15-2.58 by assuming equity fund 
raising to enlarge share base by another 30%. Our ascribed valuation is 
higher than FBMSC of 9x as we expect exponential earnings growth in 
the next three years.  

 

Key risks: Slower-than-expected contracts awarded in the utilities and 
renewable energy industries, as well as project cost overrun,  
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Mi Technovation 
Target: N/A 

Price: MYR2.28 

Equipped With Trendy Growth  
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Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker MI MK 

Avg Turnover (MYR/USD) 19.83m/4.64m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 1,703m 

Beta (x) 1.99 

BVPS (MYR) 0.51 

52-wk Price low/high (MYR) 0.967 - 3.11 

Free float (%) 18 

  

  

Major Shareholders (%) 

Oh Kuang Eng 68.7  

Lim Ka Kian 2.4  

Sim Ah Yoong 2.1  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 16.3  23.2  48.1  54.1  

Relative 12.1  31.3  60.0  68.3  

 

 

Lee Meng Horng +603 9280 8866 

lee.meng.horng@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Wider adoption of advanced packaging; 

 Automation, robotics, and AI to gain traction; 

 Growth supported by healthy orders pipeline and capacity expansion; 

 Trading at a forward P/E of only 18x (PEG: 0.71). 
 

Company Profile 

Mi Technovation is involved in the design, development, and 
manufacture of wafer-level-chip-scale-packaging (WLCSP) sorting 
machines with inspection and testing capabilities. These are for OSAT 
and integrated database management clients from the semiconductor 
industry. 
 

Highlights 

Wider adoption of advanced packaging. In the current digital era of 

5G, artificial intelligence (AI), automotive electronics, Internet of things, 
and high-performance computing, there has been an exponential 
increase in demand for miniaturisation. This is to incorporate lighter, yet 
more powerful lower-consumption electronic chips. These are made 
possible by advanced integrated circuits packaging technologies – this 
industry is expected to grow at a CAGR of 8% and reach USD44bn in 
2024, as estimated by Yole Développement. The demand shifts in the 
advanced packaging industry, such as WLCSP and FOWLP, bodes well 
for MI’s range of sorting and testing machines, which are used in back-
end wafer-level processes by regional tier-1 OSATs. 

Staying at the forefront. Undertaking research & development (R&D) 

activities and equipment development closer to customers in Hsinchu 
(Taiwan), Suwon (South Korea – the Ai series), and China (the Si 
series) are among MI’s regional expansion plans. This is as it looks to 
expand its footprint and widen the customer base. These countries are 
at the technological forefront in the semiconductor industry. MI’s 
expansion plans should ensure that it continues to stay relevant over 
time and develops solutions with its tier-1 clients – with faster 
turnaround times – so as to maintain customer stickiness.  

Automation, robotics, and AI to gain traction. With a 140k sq ft new 

floor space available at Home 2 in Batu Kawan, Penang, we can now 
expect the Mi Autobotics unit to gain traction in 2020, as emphasised by 
management. With the Oto and Kobot robots, as the well as the Engeye 
series of AI products, this segment is expected to be a growth driver for 
years to come, as the Industry 4.0 revolution slowly take place.  

Set for growth. MI’s current 3-month order visibility, coupled with 18 

demonstration units pending conversion to sales, has laid a strong 
foundation for 2020. The additional space for Home 1, comprising 90k 
sq ft (17k sq ft previously), since 2H19 also provides a buffer for larger 

mailto:hoe.lee.leng@rhbgroup.com
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 173 160 191

Reported net profit (MYRm) 59 44 59

Recurring net profit (MYRm) 71 42 61

Recurring net profit grow th (%) 239.9 (40.1) 45.1

Recurring EPS (MYR) 0.14 0.08 0.08

DPS (MYR) 0.02 0.03 0.04

Dividend Yield (%) 0.7 1.5 1.6

Recurring P/E (x) 16.1 27.0 27.9

Return on average equity (%) 56.6 12.8 16.1

P/B (x) 9.1 3.4 4.5

P/CF (x) 27.7 98.5 52.1
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 130 326 313

Total assets 157 383 431

Total current liabilities 28 45 49

Total non-current liabilities 4 7 2

Total liabilities 32 52 51

Shareholder's equity 125 331 380

Minority interest 0 0 0

Other equity 0 0 0

Total liabilities & equity 157 383 431

Total debt 0 7 4

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 41 12 33

Cash flow  from investing activities (21) (29) (71)

Cash flow  from financing activities (4) 168 (13)

Cash at beginning of period 34 51 201

Net change in cash 16 151 (52)

Ending balance cash 51 201 149
 

Source: Company data, RHB 

 

orders and provides opportunity for revenue growth, given the 4-fold 
increase in capacity to 45 machines per month.  

Company Report Card 

Latest results. MI closed 2019 with flying colours, staging a 33% 

growth in core profit (MYR60.5m) despite the semiconductor sector’s 
down cycle – this is amid the protracted US-China trade war and longer 
smartphone replacement cycle. It achieved a record revenue of 
MYR191m, boosted by strong demand from Taiwan and China. 

Margins. Net margins have been healthy at c.30% levels for the past 

few years, and management is confident of maintaining a similar margin 
of 20-30% in 2020 despite MI’s aggressive expansion plan. 

Dividend. The company is committed to a minimum 20% dividend 

payout policy. Historically, it paid out net DPS of 4 sen and 3.3 sen per 
share in 2019 and 2018 – a net payout exceeding 50%. Assuming a 
dividend payout of 30%, this translates into a net yield of 1-2% at 
current prices, and we do not rule out a higher dividend payout ratio, 
given MI’s historical record. 

Management. The company is led by Executive Director and Group 

Chief Executive Officer Oh Kuang Eng, who is also the single-largest 
shareholder. Oh has extensive knowledge in the semiconductor 
automated equipment and process development industry via his prior 
experiences with various multinational corporations. MI’s other 
executive directors and senior management members mainly comprise 
qualified engineers with experience across a broad spectrum, technical 
knowledge in R&D, and product development. 
 

Investment Case 

2020 a harvest year. We believe FY20 will be the start of a strong 

growth trend due to the capacity increases and higher demand for MI’s 
equipment – spurred by higher adoption of advanced packaging 
technology and Mi Autobotics’ growth. The company has no direct peer 
locally and trades at 18x forward P/E (ex-cash P/E of 16x) or PEG of 
0.71. We believe it will re-rate once market sentiment improves, as MI is 
a clear beneficiary of advancements in technology in the new digital era, 
as well as forward earnings growth expectations. A weakening MYR 
against the USD is another catalyst for 2020 earnings growth. While 
there could be further downsides to the Semiconductor Equipment 
Manufacturers Industry’s early March forecast for fab equipment 
spending to record a 3% growth this year, a sharp uptick in 2021 is still 
very much on the cards. This should be led by capex spending in 
Taiwan, China, and South Korea. 

Fair value. Pegged to a target 22x-25x P/E on FY21F earnings, fair 

value could range between MYR2.73 and MYR3.10. The target P/E is 
still at a discount to the largest local equipment players (at 30x) and on 
par with the bigger cap regional equipment players’ average. We 
believe MI should trade at least at on par (if not a premium) to the local 
average P/E of 22x, given its advancement in equipment and because it 
is at the start of a multi-year growth story. 

Key risks. Labour shortages, FX, slower-than-expected orders, and a 

prolonged COVID-19 may affect demand for its end products. 
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OMESTI 
Target: N/A 

Price: MYR0.590 

A Transformation-Led Growth Story 
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OMESTI (OMST MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker OMST MK Equity 

Avg Turnover (MYR/USD) 5.41m/1.26m 

Net Gearing (%) 35.0 

Market Cap (MYRm) 313m 

Beta (x) 1.21 

BVPS (MYR) 0.28 

52-wk Price low/high (MYR) 0.32 - 0.715 

Free float (%) 34 

  

  

Major Shareholders (%) 

Mah Siew Kwok 18.5 

Red Zone Development 12.7 

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 31.1  16.8  38.8  43.9  

Relative 26.9  24.9  50.7  58.2  

 

 

Lee Meng Horng +603 9280 8866 

lee.meng.horng@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 A successful turnaround; 

 Resumption of SSM contract; 

 Exclusive partnership with Huawei for BSS contract bid; 

 Appealing valuation with attractive earnings 3-year CAGR of 46%. 
 

Company Profile 

OMESTI is a technology player in Malaysia that provides a diverse 
range of enterprise and as-a-service solutions for infrastructure, data 
and software. The software includes digital court, digital registry, human 
resource digital platform and accounting solutions. 
 

Highlights 

Successful turnaround. In FY18, the group conducted a major 

impairment exercise that totalled c.MYR130m. All these investments 
arose from an earlier venture into some IT-related businesses which did 
not turn out successfully. Since the kitchen-sinking exercise, we have 
seen improved earnings performance on the back of lower operating 
and depreciation expenses, with 9M20 net profit of MYR5.7m.   On top 
of that, we do not discount the possibility of impairments being written 
back down the road as the some of the software can be redeployed for 
other projects.  

Resumption of SSM contract. In 2017, OMESTI was awarded by 

Suruhanjaya Syarikat Malaysia (SSM) a contract to develop a new 
digital core registry platform to digitally manage corporate data as well 
as provide a data analytics function. The project was to be delivered via 
an outsourcing agreement and operated on a revenue-sharing basis. 
However, the change in government in 2018 saw the project being 
stalled. The group is renegotiating the scope of work with SSM, and we 
understand certain functions are already at the acceptance stage. This 
project is expected to contribute revenue of c.MYR35m and net profit of 
c.MYR15m pa. OMESTI has also been awarded a contract by the 
Inland Revenue Board (LHDN) for the supply of hardware and software 
support for three years, with an effective contract value of MYR71.5m.  

Exclusive partner to Huawei. OMESTI was recently appointed by 

Huawei Technologies as an Authorised System Integration Partner 
(ASIP) for its Business Support Systems (BSS). The BSS is for 
applications with Customer Relationship Management (CRM) and billing 
activities, primarily in the telecommunication sector. We understand that 
there is no restriction in terms of territory separation as a ASIP, and 
there are only four other partners currently. The company has also been 
authorised as a reseller of Huawei software, giving it access to the 
cloud and Internet of Things solutions. Both Huawei and OMESTI have 
won the contract to develop, migrate and commission Telekom 
Malaysia’s  BSS for a total contract sum of MYR95.6m for two years. 

mailto:lee.meng.horng@rhbgroup.com
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Profit & Loss Mar-17 Mar-18 Mar-19

Total turnover (MYRm) 420 345 253

Reported net profit (MYRm) (12) (128) (18)

Recurring net profit (MYRm) (13) (20) (14)

Recurring net profit grow th (%) (28.0) 53.1 (26.3)

Recurring EPS (MYR) (0.02) (0.04) (0.03)

DPS (MYR) 0.00 0.00 0.00

Dividend Yield (%) 0.0 0.0 0.0

Recurring P/E (x) NM NM NM

Return on average equity (%) NM NM NM

P/B (x) 1.0 2.1 2.1

P/CF (x) 14.9 NM NM
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Mar-17 Mar-18 Mar-19

Total current assets 249 185 195

Total assets 559 361 358

Total current liabilities 227 193 197

Total non-current liabilities 23 19 14

Total liabilities 250 212 211

Shareholder's equity 264 145 141

Minority interest 44 4 6

Other equity 0 0 0

Total liabilities & equity 559 361 358

Total debt 112 91 87

Net debt 39 50 49
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Mar-17 Mar-18 Mar-19

Cash flow  from operations 21 (18) (10)

Cash flow  from investing activities (45) 24 1

Cash flow  from financing activities 28 (27) 4

Cash at beginning of period 76 73 40

Net change in cash 4 (21) (4)

Ending balance cash 73 40 38
 

Source: Company data, RHB 

 

The renewal of the software subscription from year 3 to year 5 is 
estimated to be MYR105m. Based on conservative net margin 
assumption of 15%-20% The potential net profit contribution could 
range between RM7-10m per year. 

Company Report Card 

Latest results. 9M20 core earnings recorded at MYR5.7m vs 

MYR14.7m losses in 9M19. The improved earnings were due to better 
margins achieved in the Business Performance Services segment on 
improved efficiency. QoQ, 3Q20 revenue was down 20.6% due to 
weaker performance from the Business Performance Services segment 
and lower order fulfilments and progress billings from the Trading & 
Distribution segment. 

Dividend. The group does not have a dividend policy and has not paid 

out any dividends. However, we do not rule out future dividend payment 
as the business starts to turn around and record profit. 

Management. The group is led by three Executive Directors, Mah Xian-

Zhen, Monteiro Gerard Clair and Chia Yong Wei. All three bring with 
them experience from different backgrounds. Eddie Thoo W’y-Kit is the 
group’s Chief Financial Officer, and has more than 20 years of 
experience in corporate and operational finance in different companies.   

Dato’ Mah Siew Kwok is currently the largest shareholder with c.20% 
stake, followed by Dato’ Sri Thong Kok Khee with c.10% stake.  

 

Investment Case 

Earnings CAGR of 46%. We like the stock for the company’s renewed 

focus on corporate IT-related solutions, which could serve as a 
springboard for its turnaround story alongside potential win of sizeable 
software contracts in the near term. We project OMESTI’s earnings to 
grow at a 3-year CAGR of 46% on the back of existing 
software/hardware business, resumption of SSM contract and BSS 
tender win. In addition to its existing legacy business which is likely to 
generate a bottom line of MYR1-3m, we expect the SSM contract and 
BSS project to provide a bump of c.MYR10m to the bottom line per 
contract per year.  

Appealing valuation. We estimate the stock could be worth between 

MYR0.73-0.83 based on a P/E of 14-16x of CY21F earnings. The stock 
is currently trading at CY21 P/E of 11x, which is in line with its peer’s 
12x. We believe the premium valuation is justified due to its strong 
earnings CAGR compared to its peer and its exclusive partnership with 
Huawei. The partnership signifies Huawei’s recognition of OMESTI’s 
capability as a reputable software player.  

Key risks: Termination of SSM contract, termination of Huawei 

partnership, failure in contract bid, and execution risk. 
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Radiant Globaltech  
Target: N/A 

Price: MYR0.31 

A Software Gem In Digitalisation Age 
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Radiant Globaltech (RGTB MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker RGTB MK 

Avg Turnover (MYR/USD) 3.05m/0.71m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 163m 

Beta (x) 1.37 

BVPS (MYR) 0.12 

52-wk Price low/high (MYR) 0.18 - 0.39 

Free float (%) 27 

  

  

Major Shareholders (%) 

Global Merits Sdn Bhd 32.6  

Practical Resources 26.6  

Ai Capital Sdn Bhd 9.7  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 14.8  8.8  0.0  44.2  

Relative 10.6  16.8  11.9  58.5  

 

 

Lee Meng Horng +603 9280 8866 

lee.meng.horng@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Benefits from the age of digitalisation and proxy to retail sales growth; 

 Growing recurring income base and scalable business model; 

 Attractive growth prospects vis-à-vis undemanding valuation. 

 

Company Profile 

Radiant Globaltech is an integrated provider of retail technology 
solutions in Malaysia, encompassing hardware, software, as well as 
maintenance and technical support services.  

Highlights 

Ever-increasing need for digitalisation. RGTech is a provider of retail 

technology solutions to clientele from retail chains with notable names 
such as 99 Speedmart, Watsons, Guardian, Cold Storage, Parkson, 
and AEON Big. Due to the inherent benefits of adopting retail 
technology, we see an increasing need to digitalise the business 
transaction process to delivers value and win-win solutions. The recent 
slew of contract wins, which includes the supply of its AX Retail B2B 
portal software to 7-Eleven Malaysia, speak for itself. Other major wins 
include a MYR20m contract from LG CNS Malaysia to supply retail 
technology hardware and maintenance, onboarding of the AX Retail 
B2B portal for 150 trade suppliers of Manjaku Baby Mall, and a MYR6m 
contract from 7-Eleven Malaysia to supply 2,350 Android mobile 
terminals. We believe this is just the start, and RGTech would continue 
to thrive as the trend of digitalisation revolutionises the retail landscape.  

Win-win solution for retailers and suppliers. The AX Retail B2B 

portal is a web-based portal that enables documents such as purchase 
orders, delivery notes, receiver notes and invoices to be exchanged 
between supplier and retailers and be tracked electronically. 
Traditionally, this process is a laborious task and would involve physical 
recording that is prone to human error. The software streamlines the 
procurement process and improves order fulfilment, leading to better 
efficiency and further cost reduction for both suppliers and retailers. In 
addition, the savings would be shared with customers, ensuring client 
stickiness. RGTech boasts a notable list of customers, including 99 
Speedmart, 7-Eleven Malaysia, Aeon Big, Aeon TopValu, Giant, 
Parkson, Cold Storage, Guardian and Manjaku Baby Mall. 

Ever-growing recurring income. As RGTech charges transaction-

based fees, we expect the recurring income base to grow in tandem 
with increasing clientele as well as growth in stock keeping units (SKUs) 
or sales, given the current digitalisation trend. Note that FY19 saw its 
revenue contribution from in-house software grow by 112%, mainly 
contributed by the increasing adoption of its AX Retail B2B Portal 
software. We expect the strong growth trend to continue with a CAGR 
of 27% in the next three years on the slew of contract wins, growing 
recurring base income and better margins of its software segments. 

mailto:lee.meng.horng@rhbgroup.com
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 81 62 82

Reported net profit (MYRm) 7 3 6

Recurring net profit (MYRm) 8 3 6

Recurring net profit grow th (%) (20.1) (62.8) 98.1

Recurring EPS (MYR) 0.01 0.01 0.01

DPS (MYR) 0.00 0.00 0.00

Dividend Yield (%) 0.0 0.0 0.0

Recurring P/E (x) 21.3 57.3 28.9

Return on average equity (%) 27.9 4.8 8.9

P/B (x) 6.0 2.8 2.6

P/CF (x) 22.2 41.3 21.8
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 47 62 81

Total assets 59 74 96

Total current liabilities 23 13 30

Total non-current liabilities 9 2 2

Total liabilities 32 15 32

Shareholder's equity 27 59 64

Minority interest 0 0 1

Other equity 0 0 0

Total liabilities & equity 59 74 96

Total debt 10 3 2

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 7 4 7

Cash flow  from investing activities (0) (11) (4)

Cash flow  from financing activities (10) 20 (1)

Cash at beginning of period 16 12 36

Net change in cash (3) 13 3

Ending balance cash 12 25 38
 

Source: Company data, RHB 

 

Targeting the Southeast Asia (SEA) market. The group aims to 

continue its expansion into other SEA countries to ride on the rapid 
urbanisation and population growth. Urban population as a percentage 
of total population in SEA is still low (at 50% vs more advanced regions’ 
of 70-80%), while the population is expected to grow at c.1% annually 
over the next five years. We believe the adoption of automated retail 
technology solutions will slowly take place in these markets, and this 
should augur well for RGTech. At the moment, it has already 
established its presence in Malaysia, Vietnam and Cambodia.  

 

Company Report Card 

Latest results. For FY19, the group recorded a 35.5% YoY increase in 

core profit. This was mainly driven by an increase in revenue of 32%, 
coming from both hardware and maintenance (+23.2%) and software 
segments (+87.2%).  QoQ, core profit increased by 12.7%, attributable 
to higher revenue contribution from the hardware and maintenance 
segment (+58%). Nevertheless, we note that gross profit margin was 
lower at 32.4% (-10.5ppts). 

Balance sheet. The group is in a net cash position of MYR38.8m as of 

FY19, representing 59% of book value and c.35% of market 
capitalisation. In terms of cash flow, the group has historically recorded 
positive operating cash flow, with FY19 at MYR7.5m. 

Dividend. The group does not have an official dividend policy. In FY19, 

the group declared a dividend of 0.1 sen, representing a yield of 0.5%. 

Management. Yap Ban Foo is the Managing Director, and is 

responsible for overseeing the strategic business planning, 
development and operations of the group. He has 30 years of 
experience in the retail technology and point of sales industry. He is 
also the main shareholder, with a 32.60% stake, followed by Yap Sin 
Sang with a 26.55% stake and Tan Chuan Hock with an 8.51% stake. 

 

Investment Case 

A growing software gem. We believe RGTech will continue to benefit 

from the digitalisation trend and greater adoption of technology in the 
retail landscape. The growing recurring income nature of the business 
and stickiness of clientele are the springboards for its sustainable 
growth. At the current valuation of 17x FY21 P/E, its secular growth 
prospects and scalable business model are underappreciated 
compared to peers in the e-payment or software space, with P/E 
valuation ranging from 20-40x. The stock is also under-researched and 
under-owned by institutional shareholders, which stand at <c.2%. 

Fair value. Pegged to 25-28x target P/E, given its scalable business 

model and customer stickiness in the fast-growing software space, the 
stock could fetch a fair value range of MYR0.38-0.52 based on FY20F-
21F earnings. We are positive on its near-term earnings growth 
potential, given that the business is still at its infancy stage with so 
much underserved opportunities both locally and regionally. 

Key risks include dependency on retail industry performance, loss of 

key management personnel and competition risks.  
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REDtone International 
Target: N/A 

Price: MYR0.420 

Positive Tone Ahead   
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REDtone International (RIB MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker RIB MK 

Avg Turnover (MYR/USD) 2.01m/0.47m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 325m 

Beta (x) 1.76 

BVPS (MYR) 0.21 

52-wk Price low/high (MYR) 0.20 - 0.61 

Free float (%) 25 

  

  

Major Shareholders (%) 

Berjaya Corp  59.9  

DYMM Sultan Ibrahim Johor 17.3  

Fung Choo Yeh 1.3  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 40.0  (7.7) (27.6) 29.2  

Relative 35.8  0.4  (15.7) 43.5  

 

 

Lim Jia Yi +603 9280 8873 

lim.jia.yi@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 A shift in focus to data revenue for telecommunications services;  

 Expansion in managed telecommunications network services as the 
next earnings driver;  

 Picking up the pace in industry digital services; 

 

Company Profile 

REDtone is a leading provider of integrated telecommunications and 
digital infrastructure services for organisations. It has over 15,000 
corporate customers, ranging from MNCs, PLCs, GLCs and SMEs. 
Managed telecommunications network services (MTNS) made up to 
54% of FY19 revenue, followed by telecommunications services (TS, 
45%), and industry digital services (IDS, 1%). TS include broadband 
and corporate internet, managed services and voice, while MTNS 
include building, maintaining and operating large scale Wi-Fi hotspots, 
radio access network infrastructure, and fibre optic infrastructure. 
Services under IDS include data centre services, Internet of Things 
(IoT) smart cities and smart farming services, cloud services and 
applications. 

 

Highlights 

A shift in focus to data revenue for TS. REDtone is the only service 

provider in the industry that offers multiple last-mile technologies, ie 
Metro E, wireless, fibre, satellite, long-term evolution (LTE), asymmetric 
digital subscriber line (ADSL), and microwave. TS revenue has grown 
to MYR96m in FY19, from MYR78m in FY17, while segmental profit 
improved to MYR35m in FY19, from FY17’s MYR11m. This could be 
attributed to its strategy in offering infra integration expertise and 
managed services to increase customer stickiness. The growth in data 
services for the enterprise market and with cost optimisation, is 
expected to contribute to earnings growth.  

Expansion in MTNS the next earnings driver. REDtone has 

extensive experience in building and managing Wi-Fi hotspots and 
deploying many large-scale universal service provider (USP) projects. 
In Dec 2017, it received the notice of approval from Malaysian 
Communications and Multimedia Commission (MCMC) to be the USP 
for the provision and implementation of the Time 3 Extension Phase 3 
(Part 2) project, for the provision of 2G and 3G public cellular services 
in rural areas in eight major states, subject to a maximum cost of 
MYR251m. The MTNS segment has turned profitable in FY19, as 
higher progressive revenue is recognised. The National Fiberisation 
and Connectivity Plan (NFCP) is also expected to benefit the firm, as 
projects will be tendered out in phases to grow connectivity.  

 

mailto:lim.jia.yi@rhbgroup.com
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Profit & Loss Apr-17 Apr-18 Jun-19

Total turnover (MYRm) 151 118 211

Reported net profit (MYRm) (5) 6 22

Recurring net profit (MYRm) (5) 6 22

Recurring net profit grow th (%) 82.5 211.2 276.9

Recurring EPS (MYR) (0.01) 0.01 0.03

DPS (MYR) 0.00 0.00 0.01

Dividend Yield (%) 0.0 0.0 2.4

Recurring P/E (x) n.m. 30.7 10.8

Return on average equity (%) (4.0) 4.4 15.0

P/B (x) 2.8 1.3 1.5

P/CF (x) (15.1) 7.1 1278.1
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Apr-17 Apr-18 Jun-19

Total current assets 166 144 186

Total assets 237 208 232

Total current liabilities 95 63 70

Total non-current liabilities 4 3 2

Total liabilities 99 66 71

Shareholder's equity 133 139 161

Minority interest 5 4 (1)

Other equity 0 0 0

Total liabilities & equity 237 208 232

Total debt 29 7 2

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Apr-17 Apr-18 Jun-19

Cash flow  from operations (22) 46 0

Cash flow  from investing activities 3 (21) 5

Cash flow  from financing activities 13 (21) (6)

Cash at beginning of period 5 (1) 3

Net change in cash (6) 4 (1)

Ending balance cash (1) 3 3
 

Source: Company data, RHB 

 

Picking up the pace in IDS. REDtone embarked on a series of digital 

services, such as data centre hosting for enterprises, cloud computing 
(Flexicloud) services, 4D/Virtual Reality solutions for businesses to 
digitise physical spaces and integrate its e-commerce platform, internet 
of things on smart farming and cities that helps to digitalise agriculture 
sector and increase farming productivity, and telehealth that facilitate a 
total web-based medical imaging platform to assist radiologists read 
scanned images over mobile networks. While it is relatively small for 
now, this could be a new earnings driver once its revenue picks up. 
 

Company Report Card 

Latest results. 2QFY20 recorded lower PAT (-30% QoQ) mainly due to 

lower MTNS revenue (-35% QoQ). As the group changed its financial 
year end from April to June in FY19, no meaningful YoY comparative 
figures are available. 

Balance sheet. The group remains in a net cash position, with net cash 

of MYR40m, or MYR0.05/share as at 1HFY20 with minimal borrowings 
on hand.  

ROE. Its ROAE stood at 15.0% in FY19, higher than FY18’s 4.4%.  

Management. Lau Bik Soon has been Group CEO since 2011 and 

drives the group to achieve firm footing in the data and broadband 
space. He has over 25 years of experience in the ICT and 
telecommunications industry. Lau Hock Chye is the Chief Financial 
Officer, who has over 20 years of experience in the telecommunication 
industry with extensive experience in management, business 
leadership, working with board of directors, bankers, financial and legal 
advisers. 

  

Investment Case 

Fair value. Our estimated fair value range of MYR0.55-0.61 is based on 

7-8x FY21F EV/EBITDA, supported by 15-17x FY21F fully diluted P/E – 
close to small-mid peers’ forward EV/EBITDA of 8x. Our valuation is 
premised on REDtone’s expansion in data revenue, potential significant 
growth in the MTNS segment, new contributions from IDS, and 
prospective higher dividend yields. We believe it is justifiable, as we 
expect a 69% 3-year earnings CAGR and progressive growth in 
dividend yields under the helm of its experienced management. 

Key risks. Delay in the execution of the Time 3 project by MCMC, 

concentration of customers, and lacklustre voice and data usage by 
corporations. 
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Sarawak Plantation Berhad 
TP: N/A 

Price: MYR1.41 

Keep Palm And Collect Dividends 
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Sarawak Plantation (SPLB MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker SPLB MK 

Avg Turnover (MYR/USD) 0.06m/0.01m 

Net Gearing (%) 9.2 

Market Cap (MYRm) 393m 

Beta (x) 0.97 

BVPS (MYR) 1.94 

52-wk Price low/high (MYR) 1.3 – 2.11 

Free float (%) 18 

  

  

Major Shareholders (%) 

Ta Ann Holdings 30.5  

Sarawak State Financial Secretary 25.5  

Urusharta Jamaah 6.7  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute (0.7) (11.9) (3.4) (11.3) 

Relative (4.9) (3.8) 8.5  3.0  

 

 

Hoe Lee Leng +603 9280 8860 

hoe.lee.leng@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Inexpensive mid-cap planter trading at a discount to peers;  

 Robust FFB growth and declining unit costs on improving yield; 

 Dividend yield play, providing sustainable yield of 4-5% pa.  

 
Company Profile 

Sarawak Plantation was originally founded in 1997 as the vehicle 
company for the privatisation of the Sarawak Land Development 
Board’s assets. It was converted into a public company in February and 
assumed its present name. SPB is principally engaged in the domestic 
cultivation and processing of FFB into CPO and PK.  

 

Highlights 

Ongoing expansion of harvestable areas. SPB’s total planted area 

currently stands at 35,400ha – of this, 19,138ha are harvestable, with 
36% falling under the prime mature category. The company expects to 
recover land from its remaining enhancement and encumbrance areas 
– totalling an additional 3,000ha in mature areas – by end FY20. All in, 
we forecast the total harvestable area to grow to 21,500ha from 
19,138ha, making SPB’s landbank size comparable to the likes of other 
mid-cap plantation companies. 

Robust FFB growth on improving yields. Given SPB’s favourable 

age profile (average age: 12 years) and 1,200ha of immature areas 
expected to come into maturity in FY20, FFB yield should improve 
gradually over the next few years. We project FFB output to grow 7-
16% pa in FY20-21.  

We have imputed a CPO price assumption of MYR2,400 per tonne 
for FY20 – a 15% increase from FY19’s realised price of MYR2,087 per 

tonne. SPB does not do any forward sales and should be able to realise 
CPO prices that are similar to the market’s in its upcoming 1Q20 
results. 

Unit costs projected to decline. External FFB purchases represent a 

significant portion of production costs, as they account for 67% of total 
FFB processed in FY19. Unit costs are expected to moderate over the 
next few years – this is as stronger FFB output and management’s 
determination towards reducing SPB’s reliance on third-party purchases 
should translate into lower CPO production costs. We anticipate unit 
costs for FY20 to hover between MYR1,650 and MYR1,700 per tonne 
from MYR1,760 per tonne in FY19. 

Transformational plans finally bearing fruits. Since the advent of Ta 

Ann as the controlling shareholder in 2018, management has 
undertaken various initiatives – in the form of automation and 
mechanisation – to streamline SPB’s operations. These efforts have 

mailto:hoe.lee.leng@rhbgroup.com
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 399 311 348

Reported net profit (MYRm) (10) 11 21

Recurring net profit (MYRm) 34 11 17

Recurring net profit grow th (%) 31.1 (67.3) 53.3

Recurring EPS (sen) 12.13 3.97 6.09

DPS (sen) 0.00 5.00 5.00

Dividend Yield (%) 0.0 3.5 3.5

Recurring P/E (x) 11.6 35.5 23.1

Return on average equity (%) 5.3 1.9 3.1

P/B (x) 0.6 0.7 0.7

P/CF (x) 23.1 11.9 7.5
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 703 688 704

Total assets 865 855 834

Total current liabilities 85 109 100

Total non-current liabilities 162 210 192

Total liabilities 247 319 293

Shareholder's equity 629 546 552

Minority interest 618 536 541

Other equity

Total liabilities & equity 865 855 834

Total debt 140 153 119

Net debt 35 51 51
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 17 33 52

Cash flow  from investing activities (20) (25) (33)

Cash flow  from financing activities 7 (11) (53)

Cash at beginning of period 100 104 102

Net change in cash 4 (2) (33)

Ending balance cash 104 102 69
 

Source: Company data, RHB 

 

borne fruit, given that the company registered 4.7% and 14.2% growth 
in FFB production for FY18 and FY19. In comparison, SPB suffered 
from consecutive declines in FFB yield in the past. We now believe the 
company is poised for a dramatic turnaround and improvement under 
the helm of Ta Ann’s management team. 

 

Company Report Card 

Latest results. In FY19, SPB recorded significant revenue and core net 

profit increases of MYR347.5m (+12% YoY) and MYR17m (+53% YoY).  
The strong results were attributed to the stronger FFB production 
growth (+14.2%) despite realising lower CPO (-2.4% YoY) and PK        
(-30% YoY) ASPs vis-à-vis the preceding year.  

Dividend. FY19 DPS stood at 5 sen, implying a dividend payout ratio of 

67%. Although SPB does not have an official dividend policy, it has 
historically paid out DPS of 4-5 sen. Moving forward, we expect the 
dividend payout rate to be maintained at 50-60%, providing sustainable 
yields of 4-5% at current prices – above peer averages of 2.5-3%. 

Management. Ta Ann emerged as SPB’s largest shareholder in 2018. 

Datuk Amar Abdul Hamed was appointed as Executive Chairman at 
that time. Datuk Amar has more than 29 years of experience in the palm 
oil industries and also serves as Executive Chairman for Ta Ann and 
Naim. Key senior management personnel include Dato Wong Kuo Kea, 
who was appointed as SPB’s Executive Director and spearheads its 
turnaround plans to improve the productivity of its operations. Dato 
Wong also serves as Ta Ann’s CEO. Ta Ann currently holds a 30.5% 
stake in SPB. 

 

Investment Case 

The fair value of MYR1.75-1.98 is based on 15-17x FY20F earnings, 

which is similar to the lower end of the mid-cap plantation peer range. 
We believe the valuation is justified, due to SPB’s earnings growth 
prospects, which are underpinned by ongoing transformation plans put 
in place by Ta Ann. Given that SPB’s share price has retreated of late to 
its current levels, we believe valuations now look more attractive, given 
the company’s earnings growth of 55% in FY20 and sustainable 
dividend yields of 4-5%. We believe SPB’s dividend payouts will remain 
relatively consistent at 50-60%, given its low capex requirements of 
MYR16-20m pa, low net gearing level of 9%, and operating cash flow 
generation of MYR43m pa. Its decent yields will provide investors with 
stable returns – this is on top of capital returns.    

Key risks. Labour shortages, weather extremes, and factors affecting 

CPO prices could be the key risks affecting SPB. We estimate that 
should average palm oil price change by MYR100.00 per tonne, SPB’s 
earnings will change by 8-10%. 
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SCGM  
Target: N/A 

Price: MYR1.45 

Reinforcing The Defensive Shield 
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SCGM (SCGM MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker SCGM MK 

Avg Turnover (MYR/USD) 2.11m/0.49m 

Net Gearing (%) 55 

Market Cap (MYRm) 280m 

Beta (x) 1.30 

BVPS (MYR) 0.81 

52-wk Price low/high (MYR) 0.76-1.68 

Free float (%) 38 

  

  

Major Shareholders (%) 

SCGM Lee  16.0 

Lee Hock Seng 9.3 

KWAP 7.6 

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 9.0 5.1 13.3 46.5 

Relative 4.8 13.1 25.2 60.7 

 

 

Soong Wei Siang +603 9280 8865 

soong.wei.siang@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Sustainable demand growth; could be further accelerated by change 
in consumer behaviour post COVID-19;  

 Massive expansion to boost capacity and efficiency, paving the way 
for new business opportunities; 

 Venture into healthcare segment to open up new income stream and 
possibly trigger valuation rerating; 

 The abovementioned would propel exciting FY21 earnings growth, 
further aided by favourable raw material price. 

Company Profile 

SCGM was established in 1984 through its wholly-owned subsidiary 
Lee Soon Seng Plastic Industries, and is Malaysia’s leading thermoform 
food and beverage (F&B) packaging manufacturer. It provides end-to-
end production from extrusion to packaging, and delivery to its 
customers in Malaysia and overseas. SCGM has more than 60 well-
known brands in its portfolio from various sectors, including food, 
medical, and electronics. 

Highlights 

Old business, new demand. We foresee sustainable growth for the 

food packaging industry in the long run on rising consumer demand for 
convenient and hygienic F&B products given modern and busy 
lifestyles. Demand growth could be accelerated with the COVID-19 
pandemic potentially leading to structural changes in consumer 
behaviour and social distancing becoming imperative. With its 
longstanding relationships with renowned F&B manufacturers, we 
believe SCGM is in a good position to ride the wave thanks to its proven 
track record and established brand names.   

Marching into a new era. SCGM fully commissioned its new Kulai 

plant in mid-2019, which lifted production capacity by c.65% to 67.6m 
kg/year. The state-of-the-art plant employs higher level of automation, 
hence elevating production efficiency and reducing reliance on labour. 
Moving forward, the company has set its sights on higher margins and 
customised products to enhance profitability. Management has also 
spotted opportunities in Europe and the Middle East, and will be looking 
to make inroads into these export markets. As at 9MFY20, exports 
accounted for 35% of total sales.  

New healthcare venture. SCGM made a foray into producing 

healthcare protective equipment, including medical face shields and 
face masks in Feb and May 2020 respectively. The products will be 
supplied to hospitals, medical centres and pharmacies, and generate 
revenue of MYR3-4m/month with minimal investment of MYR1m. 
Management sees strong potential in export markets and will be 
leveraging on the existing distribution network to push sales. We view 
the new venture positively as it not only opens up a new income stream 
in another resilient sector but could also trigger valuation rerating.  

mailto:soong.wei.siang@rhbgroup.com


  

 
 

 
 

 
                                                                      Top Malaysia Small Cap Companies 2020 

34 

 

 
 
 

Profit & Loss Apr-17 Apr-18 Apr-19

Total turnover (MYRm) 179 207 220

Reported net profit (MYRm) 23 16 (5)

Recurring net profit (MYRm) 23 16 (5)

Recurring net profit grow th (%) 13.9 (28.7) nm

Recurring EPS (MYR) 0.12 0.08 (0.03)

DPS (MYR) 0.06 0.06 0.03

Dividend Yield (%) 4.0 4.1 1.9

Recurring P/E (x) 5.9 8.2 (26.4)

Return on average equity (%) 16.7 9.9 (3.2)

P/B (x) 1.3 1.7 1.8

P/CF (x) 19.3 27.2 (84.8)
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Apr-17 Apr-18 Apr-19

Total current assets 130 90 95

Total assets 228 305 310

Total current liabilities 49 85 81

Total non-current liabilities 15 53 71

Total liabilities 63 138 153

Shareholder's equity 165 167 157

Minority interest 0 0 0

Other equity 0 0 0

Total liabilities & equity 228 305 310

Total debt 26 80 108

Net debt 13 76 100
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Apr-17 Apr-18 Apr-19

Cash flow  from operations 15 10 (3)

Cash flow  from investing activities (63) (57) (14)

Cash flow  from financing activities 54 38 21

Cash at beginning of period 8 13 4

Net change in cash 5 (9) 4

Ending balance cash 13 4 8
 

Source: Company data, RHB 

 

Company Report Card 

Latest results. In 9MFY20, SCGM reported MYR160.8m in revenue, 

which was 4.8% lower YoY. This is in line with the group’s strategy to 
focus on higher-margin customised packaging products. The strategy 
has yielded positive results, together with lower raw material costs and 
lower interest expenses – 9MFY20 net profit improved significantly to 
MYR10.4m from MYR2m in 9MFY19.   

Balance sheet/cash flow. As at 9MFY20, SCGM’s net gearing stood at 

0.55x, with most of the borrowings utilised to fund its expansion plan. 
Note that net gearing is retreating from 0.64x in FY19 thanks to healthy 
cash flows generated by new production lines and moderating capex. 
Corresponding with the significant earnings jump, 9MFY20 operating 
cash flow before working capital changes increased to MYR24.2m from 
MYR17.9m in 9MFY19. 

Dividend. SCGM has a formal policy of paying 40% of net profit as 

dividend, but we highlight the group has paid out on average >60% of 
net profit as dividend in the past five years.  

Management. The company is helmed by the Lee brothers, namely 

Dato’ Sri Lee Hock Seng (Executive Chairman), Dato’ Sri Lee Hock 
Chai (Managing Director), Dato’ Sri Lee Hock Guan (Deputy Managing 
Director) and Lee Hock Meng (Executive Director). As the founding 
family members, all of them have vast experience in the plastic 
packaging industry.  

 

Investment Case 

Not rated. We estimate SCGM’s FV to be in the range of MYR1.80-

MYR2.00 based on projected FY21 P/E range of 17x-19x. The higher 
range of the valuation implies the stock’s 5-year mean. Meanwhile, the 
range represents a sizeable premium over the sector average mainly 
due to SCGM’s consumer-centric product mix and superior earnings 
growth profile moving forward. Assuming a conservative dividend 
payout ratio at 50% of net profit, the stock offers a dividend yield of 4%.   

We like SCGM on sustainable growth of the food packaging industry, 
and we expect the expansion to boost capacity and efficiency. 
Meanwhile, its venture into the healthcare segment will open up new 
income streams and possibly trigger valuation rerating. Earnings growth 
prospects in FY21 will be exciting, underpinned by the full-year 
contribution from the new plant, a favourable raw material price trend 
driving margin expansion and more material earnings contribution from 
healthcare products.   

Key risks. Spike in raw material prices, more intense-than-expected 

competition, and loss of key customers.  
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Solarvest Holdings 
Target: N/A 

Price: MYR0.945 

A Sunshine Industry…Literally 
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Solarvest Holdings (SOLAR MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker SOLAR MK  

Avg Turnover (MYR/USD) 15.13m/3.56m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 369m 

Beta (x) NM 

BVPS (MYR) 0.08 

52-wk Price low/high (MYR) 0.51 - 1.41 

Free float (%) 100 

  

  

Major Shareholders (%) 

AB Holdings 41.1 

Chin Hin Group 33.6 

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 29.5  21.9  N/A N/A 

Relative 25.2  30.0  N/A N/A 

 

 

Loo Tungwye +603 9280 8683 

loo.tungwye@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Well-positioned to capture rising demand for solar EPCC work;  

 Expect strong earnings growth of c.40% from growing orderbook;  

 Venturing into the solar markets of the Philippines and Taiwan; 

 Strong balance sheet with net cash pile. 

 

Company Profile 

Solarvest is a solar turnkey Engineering, Procurement, Construction 
and Commissioning (EPCC) services provider, providing end-to-end 
solutions to build solar photovoltaic systems from scratch. The group 
was listed on the ACE Market of Bursa Malaysia in Nov 2019. 

Highlights 

In a sunny industry. Malaysia has set a 20% renewable energy target 

in its generation mix by 2025. Based on the ASEAN REmap study by 
ASEAN Centre of Energy and International Renewable Energy Agency 
(IRENA), Malaysia’s total installed power generation capacity from solar 
photovoltaic is targeted to hit 5,800MW by 2025, representing a CAGR 
of 37% from 2019. Currently, there are various government initiatives 
and programmes that support solar photovoltaic installation, which 
include Net Energy Metering (NEM), New Enhanced Dispatch 
Agreement (NEDA), Supply Agreement of Renewable Energy (SARE), 
Tax Incentives for Green Technology Project and Large Scale Solar 
Photovoltaic Programme (LSS). Solarvest will benefit from the rise in 
solar photovoltaic demand and should capture this high growth with its 
track record being an end-to-end solar EPCC service provider. 

Growing orderbook. For FY20F (Mar), we estimate the group to 

secure 70-80MW projects coming from both commercial and industrial 
(C&I) and LSS. Moving into FY21F, the group is  targeting to secure 70-
80MW EPCC work from just C&I. We think that this could be higher 
given the increased push for solar energy. On top of that, Solarvest is 
also bidding for 2-3 LSS3 EPCC work. The group aims to win one of the 
LSS3 EPCC work, valued at c.MYR350m each (c.100MW)   

Exploring the overseas market. Solarvest is targeting to expand into 

the Philippines and Taiwan markets by partnering with local companies 
to bid and undertake some small solar projects. For the Philippines, the 
group has made inroads by securing two small projects (c.1.2MW). By 
establishing its presence there, management targets bigger contracts 
(5-10MW) moving into FY21F. As for Taiwan, the Government there 
intends to deploy an additional 3.7GW of new solar generation capacity 
before 2021 and aims to achieve 20GW by 2025. Given the vast 
opportunity in Taiwan, Solarvest is making the right move to venture 
there. 
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Profit & Loss Mar-17 Mar-18 Mar-19

Total turnover (MYRm) 39 45 112

Reported net profit (MYRm) 6 8 11

Recurring net profit (MYRm) 6 8 12

Recurring net profit grow th (%) 56.6 26.8 46.3

Recurring EPS (MYR) 0.02 0.02 0.03

DPS (MYR) 0.00 0.00 0.00

Dividend Yield (%) 0.0 0.0 0.0

Recurring P/E (x) 56.8 44.8 30.6

Return on average equity (%) 70.6 50.1 42.6

P/B (x) 29.9 18.0 11.7

P/CF (x) 47.6 143.2 36.2
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Mar-17 Mar-18 Mar-19

Total current assets 15 21 69

Total assets 29 37 88

Total current liabilities 8 8 44

Total non-current liabilities 9 8 12

Total liabilities 17 17 56

Shareholder's equity 12 21 32

Minority interest (0) 0 (0)

Other equity 0 1 2

Total liabilities & equity 29 37 88

Total debt 10 9 13

Net debt 5 6 (9)
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Mar-17 Mar-18 Mar-19

Cash flow  from operations 8 3 10

Cash flow  from investing activities (2) (3) (2)

Cash flow  from financing activities (2) (2) 3

Cash at beginning of period 1 4 4

Net change in cash 4 (1) 11

Ending balance cash 4 4 22
 

Source: Company data, RHB 

 

Company Report Card 

Latest results. No meaningful YoY comparison can be made as the 

company was just listed in Nov 2019. Nevertheless, we note that 
9MFY20 earnings of MYR13.8m is already higher than MYR12.1m net 
profit recorded in FY19. This is due to higher revenue recognition 
coming from both LSS and C&I projects. QoQ, 3QFY20 revenue was 
lower by 39% as most LSS projects are near to its completion stage. 
However, core profit was higher by 45% as C&I project garners better 
margin compared to LSS project. 

Dividend. Solarvest does not have an official dividend policy.  

Balance sheet. The group has a healthy balance sheet and is in a net 

cash position of MYR37.8m as at 9MFY20. Historically, operating cash 
flow is positive. The recent negative cash flow in 9MFY20 is not a cause 
of concern as it is just temporary caused by slow payment from one of 
the LSS projects.  

Management. Chong Chun Shiong joined the group in 2014 and served 

as the group’s CEO since 2017. He brings with him more than 10 years 
of working experience in some of the big technology MNCs. Wendy 
Kam is the group financial controller since 2018 and has more than 20 
years of experience in the accountancy and finance fields.  

Solarvest’s major shareholders are its founders -Lim Chin Siu and Tan 
Chyi Boon – both of which have a combined 41.1% stake. This is 
followed by its second largest shareholder – Chin Hin Group, which 
holds 33.6% stake.   

 

Investment Case 

High earnings growth from increased demand for solar energy.  

We like Solarvest for being in the solar photovoltaic industry, where 
there will be ample of earnings growth opportunity. As seen in 9MFY20 
results, core earnings are already higher than FY19’s earnings. We 
estimate that FY21F earnings would be driven by higher solar project 
wins from the C&I side due to increased push for sustainable energy. 
Further driving this would be the potential win of LSS3 EPCC work and 
additional overseas solar job from Taiwan and the Philippines.  

Valuation. Based on an ascribed P/E range of 15-18x on CY21F 

earnings, we derive a fair value range of MYR1.22-1.47. Our ascribed 
valuation is higher than FBMSC and utilities companies’ 2021F trading 
P/E of 12x and 13x. We believe Solarvest deserves a premium 
valuation, given that it is the only pure play listed solar EPCC player in 
Malaysia with projected earnings growth of c.40% (vs FBMSC’s 16% 
and utilities companies’ c.7%) On top of that, the group has strong 
balance sheet with a net cash position of MYR37.8m. The stock is 
currently under-owned by institutional investors, with institutional 
shareholdings of only c.8%. 

Key risks include dependence on government policies and initiatives 

on renewable energy, competition risk, and unexpected increase in 
project costs.  
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Taliworks Corporation 
Target: N/A 

Price: MYR0.820 

The Golden Goose 
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Taliworks Corporation (TWK MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker TWK MK 

Avg Turnover (MYR/USD) 0.65m/0.15m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 1,653m 

Beta (x) 0.85 

BVPS (MYR) 0.64 

52-wk Price low/high (MYR) 0.635 - 1.02 

Free float (%) 23 

  

  

Major Shareholders (%) 

Tali-Eaux SB 19.0 

Water Clinic SB 13.4 

  

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute (7.9) 11.6  (1.8) (8.9) 

Relative 3.5  5.1  6.3  2.8  

 

 

Eddy Do Wey Qing +603 9280 8856 

wey.qing.do@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Portfolio of mature concessions with good earnings visibility; 

 Attractive yield of 8%, backed by robust cash flow and net cash;  

 War chest of MYR230m for future acquisitions. 

 

Company Profile 

Taliworks Corp is a pure-play infrastructure company primarily engaged 
in water treatment, supply and distribution – which involves 
management, operations & maintenance (O&M) of water treatment 
plants and water distribution systems. It is also engaged in highway toll 
concessionaires (O&M), engineering & construction, and waste 
management. 

 

Highlights 

Portfolio of mature concessions include O&M for Sungai Selangor 

Water Treatment Plant Phase 1 (SSP1), and the Cheras-Kajang and 
the Grand Sepadu Highways – with concession periods spanning more 
than 10 years. While long-term mature concessions are defensive in 
nature, we note that the scheduled tariff and toll hikes should provide a 
solid base for organic earnings growth. 

More O&M contracts? We believe Taliworks could be in the running 

for more O&M contracts for water assets in other states in Malaysia 
(particularly West Malaysia) due to its expertise and track record in 
Selangor and Langkawi. Future projects in new water treatment plants 
in West Malaysia should bring about more opportunities for the 
company to bid for long-term O&M contracts, which provide more 
recurring cash flows. Also, Taliworks’ net cash position provides ample 
room for future acquisitions.  

Likely dividend surprises? Upon successfully completing the 

securitisation exercise of receivables from Syarikat Pengeluar Air 
Selangor (SPLASH) in 4Q19, Taliworks took in MYR626m in cash up 
front, which translated to a net cash position of MYR230m (11.4 sen per 
share). While it had recently raised its minimum DPS to 1.65 sen per 
quarter from 1.2 sen per quarter, we believe Taliworks has the capacity 
to dish out more dividends if it does not undertake capex-heavy projects 
in the near term. Our back-of- envelope calculation suggests that the 
company can afford to pay a higher 1.8 sen per quarter in DPS, and this 
should be sustainable for the next five years, at least.  

 

Company Report Card 

Latest results. In FY19, Taliworks recorded a 38% YoY rise in core net 

profit, premised on a higher earnings contribution from its water and toll 

mailto:wey.qing.do@rhbgroup.com
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 375 374 377

Reported net profit (MYRm) 51 100 76

Recurring net profit (MYRm) 73 35 47

Recurring net profit grow th (%) 17.0 (51.9) 33.2

Recurring EPS (MYR) 0.04 0.02 0.02

DPS (MYR) 0.04 0.05 0.05

Dividend Yield (%) 4.4 5.9 6.4

Recurring P/E (x) 22.6 47.1 35.3

Return on average equity (%) 5.5 2.7 3.6

P/B (x) 1.2 1.3 1.3

P/CF (x) 57.5 26.9 2.6
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 355 304 829

Total assets 2372 2444 2354

Total current liabilities 227 306 220

Total non-current liabilities 817 815 841

Total liabilities 1044 1122 1061

Shareholder's equity 1054 1057 1033

Minority interest 274 265 260

Other equity 0 0 0

Total liabilities & equity 2372 2444 2354

Total debt 417 447 486

Net debt 203 269 (230)
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 29 61 643

Cash flow  from investing activities 153 23 (541)

Cash flow  from financing activities (182) (107) (119)

Cash at beginning of period 114 111 90

Net change in cash 0 (22) (17)

Ending balance cash 111 90 73
 

Source: Company data, RHB 

 

road segments, coupled with a lower effective tax rate. Cash flow from 
operations before working capital remains stable at c.MYR130m for the 
past three years, which is commendable. Moving forward, however, we 
expect cash flow to decrease by MYR10-15m, as the Langkawi 
operation is set to expire in Oct 2020. 

Management. Taliworks is helmed by Executive Director Dato’ Lim 

Boon Yew. He has 25 years of varied corporate and management 
experience, with wide in-depth exposure to various key industries 
covering construction, manufacturing, property development, and public 
utilities.  

 

Investment Case 

Stable company with extremely attractive dividend yields. Our 

DCF-derived fair value of MYR0.97-1.01 suggests there is still value to 
be unlocked from its existing asset base. This is premised on scheduled 
rate hikes for its toll and water concession assets, as well as potential 
tariff hikes for the waste management business.  

In addition, the company has guided that it is able to pay out 6.6 sen in 
DPS, which may be sustainable. This is considering its net cash 
position post securitisation of receivables from SPLASH, and coupled 
with sustainable cash flow from its concession business (post-capex 
EBDA of c.MYR95-105m pa, with the majority of concessions extending 
beyond 10 years). The implied dividend yield is 8%, based on the 
guided dividend payout – which is still at a commendable level, even by 
Malaysian market standards.  

In light of the current economic situation, coupled with the low interest 
rate environment, the quarterly dividend payments should provide 
attractive and sustainable cash flow for shareholders. 

Key risks. These include near-term weakness in toll road earnings due 

to the Movement Control Order, which could result in a decrease in 
traffic; a broad-based economic slowdown that would impact its 
orderbook; and escalating waste management costs dragging the 
company into losses. 
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Thong Guan Industries 
Target: N/A 

Price: MYR3.36 

Consistency is Key 
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Thong Guan Industries (TGI MK)

Price Close

 

Source: Bloomberg 

Stock Profile 

Bloomberg Ticker TGI MK 

Avg Turnover (MYR/USD) 2.72m/0.63m 

Net Gearing (%) Net Cash 

Market Cap (MYRm) 623m 

Beta (x) 1.33 

BVPS (MYR) 3.62 

52-wk Price low/high (MYR) 1.95 - 4.32 

Free float (%) 48 

  

  

Major Shareholders (%) 

Foremost Equals 40.1 

Employees Provident Fund 2.4 

Neoh Choo Ee & Company 1.9 

 

 

Share Performance (%) 

 1m 3m 6m 12m 

Absolute 13.9  (5.4) 15.9  24.9  

Relative 9.7  2.7  27.8  39.2  

 

 

Muhammad Afif Bin Zulkaplly +603 9280 8883 

muhammad.afif.zulkaplly@rhbgroup.com 

 

  

 

  
 

 

Investment Merits 

 Strong topline growth track record and capacity expansion to capture 
more demand;  

 Beneficiary of low crude oil prices and stronger USD and JPY;  

 Active investments in research & development (R&D) to improve 
margins and sales;  

 Undervalued company trading at below 7.5x 2021 P/E vs its peers’ 
11-13x P/E. 

 

Company Profile 

Thong Guan Industries is principally involved in manufacturing and 
trading of plastic packaging and food & beverage (F&B) products. 

 

Highlights 

Thong Guan has consistently grown its topline, recording a 3-year 

CAGR of c.8% as of 2019. The company recently completed 
commissioning its fourth premium stretch production line and a new 
blown film extrusion line in 4Q19. It also added its 11th polyvinyl 
chloride (PVC) food wrap line, and expects to add one more to become 
the biggest manufacturer of the product in Southeast Asia. With 12 
lines, its PVC food wrap production would have an annual capacity of 
c.14.4k MT. The company also has been working on penetrating new 
markets, ie Latin America and the US.  

Historic low crude oil prices would benefit Thong Guan given that 

its raw material, resins, are derivative products of crude oil. We 
estimate resin contributes c.70-85% of raw material costs, depending 
on the product specification. About 95% of revenue is from plastics 
products. Prior to the oil price collapse, resin prices already declined 
about 14-24% (depending on type) in 2019, due to the overcapacity in 
petrochemical space. YTD20 vs. 2019 average, resin prices have 
further declined by 10-24%. The company is actively investing in R&D 
to improve the quality of its product offerings. In early 2019, it started to 
produce the new nano 55-layer stretch film (a more durable film), and 
we understand that nano film commands better margins vs normal 
stretch film. Being a net exporter, the company also would benefit from 
the recent weakening of the MYR vs the USD and JPY. 

Strong foothold in Japan. Thong Guan exported approximately 33k 

MT pa of garbage bags to Japan in 2018, which translates to a 12% 
market share. Given its longstanding presence in Japan since 1993, the 
company is well positioned to further gain market share as local players 
continue to close down production. The group’s export sales also now 
cover the Asia Pacific, Australia/New Zealand and European regions.  
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Profit & Loss Dec-17 Dec-18 Dec-19

Total turnover (MYRm) 831 862 935

Reported net profit (MYRm) 42 45 62

Recurring net profit (MYRm) 42 45 62

Recurring net profit grow th (%) (25.0) 8.3 36.4

Recurring EPS (MYR) 0.33 0.33 0.39

DPS (MYR) 0.08 0.08 0.09

Dividend Yield (%) 2.4 2.4 2.7

Recurring P/E (x) 10.2 10.1 8.7

Return on average equity (%) 9.4 9.4 11.5

P/B (x) 0.9 0.9 0.9

P/CF (x) 9.4 21.8 6.0
 

Source: Company data, RHB 

 

Balance Sheet (MYRm) Dec-17 Dec-18 Dec-19

Total current assets 481 516 588

Total assets 685 739 859

Total current liabilities 187 191 205

Total non-current liabilities 22 43 59

Total liabilities 209 235 264

Shareholder's equity 466 495 578

Minority interest 10 10 18

Other equity 0 0 0

Total liabilities & equity 685 739 859

Total debt 76 127 141

Net debt Net Cash Net Cash Net Cash
 

Source: Company data, RHB 

 

Cash Flow (MYRm) Dec-17 Dec-18 Dec-19

Cash flow  from operations 46 21 89

Cash flow  from investing activities (65) (43) (59)

Cash flow  from financing activities 24 35 30

Cash at beginning of period 152 155 168

Net change in cash 5 13 60

Ending balance cash 155 168 227
 

Source: Company data, RHB 

 

Company Report Card 

Latest results. In 2019, Thong Guan recorded a strong 36% YoY rise 

in earnings, mainly attributed to higher sales of stretch film and a new 
venture (courier bags). Low raw material (resin) prices also helped to 
improve gross margins.  

Balance sheet/cash flow. Thong Guan’s balance sheet looks sturdy 

with net cash of MYR87.5m, or net cash per share of 55 sen. The 
operating cash flow has been consistently positive in the last five 
financial years. The group’s ROAE is at 11.5% in FY19 (vs 9.4% in 
FY18). 

Dividend. Thong Guan does not have an official dividend policy, but 

historically, it has consistently paid out 23% of its earnings as dividends 
in recent years, which translates to DPS of 8-12 sen.  

Management. Thong Guan is helmed by Dato’ Ang Poon Chuan, 

Managing Director of the group. He has been with Thong Guan for more 
than 54 years, gaining extensive knowledge on the plastics and F&B 
trading businesses. He is a shareholder of Foremost Equals, which 
owns c.40% of equity stake in Thong Guan. Also helping Dato’ Ang 
Poon Chuan are Dato’ Ang Poon Khim, who is responsible for 
overseeing production and sales of the group, and Ang See Ming, 
General Manager. 

 

Investment Case 

Diamond in the rough. Thong Guan is currently trading at an 

undemanding valuation of 7.5x P/E, a steep discount to its 5-year 
average P/E of 10x. Thong Guan’s sector peers are trading at 11-12x 
P/E average. Based on this, Thong Guan could be valued at MYR4.45-
MYR4.90 assuming 10-11x P/E on 2021F EPS.  

Key risks. Spike in raw material prices and a strengthening in the MYR 

would lead to margin compression. As Thong Guan’s production has 
been affected by the Movement Control Order, a further prolonging of 
the COVID-19 situation would be negative to the company’s earnings.  

 



 

 

 

 

  

 
 

 
 

RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 
 
 
Investment Research Disclaimers 
RHB has issued this report for information purposes only. This report is intended for 
circulation amongst RHB and its affiliates’ clients generally or such persons as may be 
deemed eligible by RHB to receive this report and does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person 
who may receive this report.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 
investors should make their own informed decisions before relying on the same. 
 
This report is not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 
 
All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 
time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 
any liability for any direct, indirect or consequential losses, loss of profits and/or 
damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement of facts made in this report are 
accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to 
be reasonable and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 
recommended in this report may be unsuitable for an investor depending on the investor’s 
specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 
 
This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 
unknown risks, uncertainties and other factors which may cause the actual results, 

performance or achievement to be materially different from any future results, 
performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 
The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
convenience. The information and the content of the linked site do not in any way form 
part of this report. Accessing such website or following such link through the report or 
RHB website shall be at the recipient’s own risk. 
 
This report may contain information obtained from third parties. Third party content 
providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  
 
The research analysts responsible for the production of this report hereby certifies that 
the views expressed herein accurately and exclusively reflect his or her personal views 
and opinions about any and all of the issuers or securities analysed in this report and 
were prepared independently and autonomously. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 
Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 
 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 
or qualifications may apply based on geographical location of the person or entity 
receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 
This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 
is subject to change. If the Financial Services and Markets Act of the United Kingdom 
or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient therein are unaffected. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 
This report is issued and distributed in the Kingdom of Thailand by RHB Securities 
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 
Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
 
Indonesia 
This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 
research does not constitute an offering document and it should not be construed as 



 

 

 

 

  

 
 

 
 

an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 
This report is issued and distributed in Singapore by RHB Securities Singapore Pte 
Ltd (Reg no. 198701140E) which is a holder of a capital markets services licence and 
an exempt financial adviser regulated by the Monetary Authority of Singapore. RHB 
Securities Singapore Pte Ltd may distribute reports produced by its respective foreign 
entities, affiliates or other foreign research houses pursuant to an arrangement under 
Regulation 32C of the Financial Advisers Regulations. Where the report is distributed 
in Singapore to a person who is not an Accredited Investor, Expert Investor or an 
Institutional Investor, RHB Securities Singapore Pte Ltd accepts legal responsibility for 
the contents of the report to such persons only to the extent required by law. Singapore 
recipients should contact RHB Securities Singapore Pte Ltd in respect of any matter 
arising from or in connection with the report. 
 
Hong Kong 

This report is distributed in Hong Kong by RHB Securities Hong Kong Limited (興業僑

豐證券有限公司) (CE No.: ADU220) (“RHBSHK”) which is licensed in Hong Kong by 

the Securities and Futures Commission for Type 1 (dealing in securities). Any investors 
wishing to purchase or otherwise deal in the securities covered in this report should 
contact RHBSHK. RHBSHK is a wholly owned subsidiary of RHB Hong Kong Limited; 
for the purposes of disclosure under the Hong Kong jurisdiction herein, please note 
that RHB Hong Kong Limited with its affiliates (including but not limited to RHBSHK) 
will collectively be referred to as “RHBHK.”  RHBHK conducts a full-service, integrated 
investment banking, asset management, and brokerage business.  RHBHK does and 
seeks to do business with companies covered in its research reports.  As a result, 
investors should be aware that the firm may have a conflict of interest that could affect 
the objectivity of this research report.  Investors should consider this report as only a 
single factor in making their investment decision. Importantly, please see the 
company-specific regulatory disclosures below for compliance with specific rules and 
regulations under the Hong Kong jurisdiction. Other than company-specific disclosures 
relating to RHBHK, this research report is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not 
be relied on as such. 
 
United States 
This report was prepared by RHB and is being distributed solely and directly to “major” 
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the 
“Exchange Act”). Accordingly, access to this report via Bursa Marketplace or any other 
Electronic Services Provider is not intended for any party other than “major” US 
institutional investors, nor shall be deemed as solicitation by RHB in any manner. RHB 
is not registered as a broker-dealer in the United States and does not offer brokerage 
services to U.S. persons.  Any order for the purchase or sale of the securities 
discussed herein that are listed on Bursa Malaysia Securities Berhad must be placed 
with and through Auerbach Grayson (“AG”). Any order for the purchase or sale of all 
other securities discussed herein must be placed with and through such other 
registered U.S. broker-dealer as appointed by RHB from time to time as required by 
the Exchange Act Rule 15a-6. This report is confidential and not intended for 
distribution to, or use by, persons other than the recipient and its employees, agents 
and advisors, as applicable. Additionally, where research is distributed via Electronic 
Service Provider, the analysts whose names appear in this report are not registered or 
qualified as research analysts in the United States and are not associated persons of 
Auerbach Grayson AG or such other registered U.S. broker-dealer as appointed by 
RHB from time to time and therefore may not be subject to any applicable restrictions 
under Financial Industry Regulatory Authority (“FINRA”) rules on communications with 
a subject company, public appearances and personal trading. Investing in any non-
U.S. securities or related financial instruments discussed in this research report may 
present certain risks. The securities of non-U.S. issuers may not be registered with, or 
be subject to the regulations of, the U.S. Securities and Exchange Commission. 
Information on non-U.S. securities or related financial instruments may be limited. 
Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in the United States. The financial instruments 
discussed in this report may not be suitable for all investors. Transactions in foreign 
markets may be subject to regulations that differ from or offer less protection than 
those in the United States. 
 
DISCLOSURE OF CONFLICTS OF INTEREST 
 
RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and 
associated companies, (“RHBIB Group”) form a diversified financial group, 
undertaking various investment banking activities which include, amongst others, 
underwriting, securities trading, market making and corporate finance advisory. 
 
As a result of the same, in the ordinary course of its business, any member of the 
RHBIB Group, may, from time to time, have business relationships with or hold 
positions in the securities (including capital market products) or perform and/or solicit 
investment, advisory or other services from any of the subject company(ies) covered 
in this research report. 
 
While the RHBIB Group will ensure that there are sufficient information barriers and 
internal controls in place where necessary, to prevent/manage any conflicts of interest 
to ensure the independence of this report, investors should also be aware that such 
conflict of interest may exist in view of the investment banking activities undertaken by 
the RHBIB Group as mentioned above and should exercise their own judgement 
before making any investment decisions. 
 

Malaysia 

 
 RHBIB has a financial interest in the securities or other capital market products 

of the following companies:  
-  

 

 RHBIB is a market maker in the securities or capital market products of the 
following companies: 
- Hibiscus Petroleum, MI Technovation 

 

 RHBIB’s staff or associated person serve as a director or board member* of the 
following companies: 
- 
*For the avoidance of doubt, the confirmation is only limited to the staff of 
research department 

 

 RHBIB received compensation for investment banking or corporate finance 
services from the following companies in the past 12 months: 
- AME Elite Consortium, Thong Guan  

 

 RHBIB received compensation or benefit (including gift and special cost 
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the 
production of this report for the following companies: 
-  

 
 
 
Analyst Certification 
The analyst(s) who prepared this report, and their associates hereby, certify that: 
(1) they do not have any financial interest in the securities or other capital market 
products of the subject companies mentioned in this report, except for: 
 

Analyst Company 

- - 

 
(2) no part of his or her compensation was, is or will be directly or indirectly related to 
the specific recommendations or views expressed in this report. 
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