
  

    
Thematic 

 
 27 October 2021   

 

PP7004/02/2013(031762) Page 1 of 10 

Technology   
Robotics & Automation - The Way Forward  
 
By Samuel Tan l samueltan@kenanga.com.my 
 
 

 

In our latest Webinar Series titled Robotics & Automation – The 

Way Forward, we hosted Dr Yeong Che Fai, Chairman of DF 

Automation & Robotics, to share his thoughts on the global 

robotics industry as well as the adoption in our local market. Dr 

Yeong graduated with a PhD in Bioengineering from Imperial 

College London and is currently serving as an Associate 

Professor at Universiti Teknologi Malaysia where he received both 

his bachelor and master’s degree.   

The benefits of adopting automation and robotics in a 

manufacturing facility can reduce operating costs like electricity 

with robots functioning in a dark environment to enable lights-out 

manufacturing which will further increase the ESG rating of the 

company. With a well calibrated robotic system, production yield 

rates will see significant improvement with the elimination of 

human error which is often the problem in a traditional 

manufacturing environment where a company has to ride through 

a bumpy and lengthy gestation period when it takes on a new 

manufacturing project or new customer. This will in turn reduce 

wastage and money spent on waste processing which is 

becoming more important with the growing emphasis of ESG by 

MNC customers and the investing community. 

Adoption in Malaysia is still low due to the lack of awareness and 

resistance of existing workers who view robots as a threat to their 

jobs. While job loss in the short term is inevitable, the adoption of 

automation will create higher value jobs in the longer term which 

is one of the key ingredients towards a high income nation. 

When asked about solutions to improve the awareness of the 

local robotics industry, Dr Yeong emphasised a lot on having a 

“good ecosystem”. Aside from providing passive initiatives such 

as grants and monetary incentives, the Malaysian government 

should strive to bring up the first success story of a local robotics 

company and showcase it to the world. This will create the 

ecosystem and the precedence for further start-ups to follow suit, 

as evident by a small city in Denmark, Odense which is well 

known for its robotics despite having a population of only 200,000. 
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Robotics — a necessity to move forward  

In our latest Webinar Series titled Robotics & Automation – The Way Forward, we hosted Dr Yeong Che Fai, 

Chairman of DF Automation & Robotics, to share his thoughts on the global robotics industry as well as the 

adoption in our local market. Dr Yeong graduated with a PhD in Bioengineering from Imperial College London 

and is currently serving as an Associate Professor at Universiti Teknologi Malaysia where he received both his 

bachelor and master’s degree.   

Robotics are segregated into two main categories, namely (i) industrial robots and (ii) service robots. Industrial 

robots usually consist of more than 3 axes and are capable of multipurpose automation applications thanks to its 

programmability to handle various task (e.g. welding, handling, pick-and-place and assembly). Service robots on 

the other hand often have less than 3 axes for performing specific tasks in a non-industrial environment and are 

sometimes not fully automated but remote-controlled. Service robots are mostly used by service-orientated 

businesses such as warehousing, inspection, agriculture and healthcare.   

Exhibit 1a: Industrial robots  Exhibit 1b: Service robots 

.  
 

 

Source: Staubli, Omron 

 

However, the adoption of artificial intelligence (AI) has helped the robotics industry to advance further, blurring 

the lines between industrial robots and service robots. Such evolvement stemmed from the change in modern 

businesses which calls for new applications of robotics to satisfy the growing demand of consumers for improved 

products, especially the automotive and electronics industry (Exhibit 2). This is in tandem with the move towards 

electric vehicles and autonomous driving where the manufacturing process becomes more complex due to the 

increase in semiconductor content per vehicle to enable functions such as battery monitoring, lane departure 

sensing, and anti-collision sensing. A fully electric vehicle can require up to 2.3x more semiconductor contents 

compared to a typical internal combustion engine. In addition, the surge in demand for electronics (e.g. laptops, 

tablets, and smartphones) around the world has further increased the needs for robotics in the E&E space. 
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Exhibit 2: Operational industrial robots by industry 

  

.  
Source: world robotics 2020  

 

The combination of AI and robotics has also given life to collaborative robots (cobot) which allows humans and 

robots to work together in a shared workspace. Currently, robotics in today’s workspace are at the “coexistence” 

and “sequential collaboration” level (Exhibit 3). In the future, with the constant improvement of 3D sensing and 

machine learning, robots will be able to learn by trial-and-error and self-optimise its movement to adapt to 

changing environments in real time. This will allow humans and robots to work together at the same time on the 

same part while maintaining a safe working environment. 

Exhibit 3: Types of collaboration with industrial robots 

. 

Source: World Robotics 2020 
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Benefits of adopting automation and robotics  

The adoption of automation and robotics in a manufacturing facility can reduce operating costs like electricity 

with robots functioning in a dark environment to enable lights-out manufacturing which will further increase the 

ESG rating of the company. With a well calibrated robotic system, production yield rates will see significant 

improvement with the elimination of human error which is often the problem in a traditional manufacturing 

environment where a company has to ride through a bumpy and lengthy gestation period when it takes on a new 

manufacturing project or new customer. This will in turn reduce wastage and money spent on waste processing 

which is becoming more important with the growing emphasis of ESG by MNC customers and the investing 

community.  

Moreover, automation can significantly reduce employee turnover issues, especially in the electronic 

manufacturing services (EMS) industry which is highly labour intensive. This explains why many EMS 

companies are embracing automation in the manufacturing facility. For instance, PIE Industrial (OP; TP: 

RM4.15) is building a new smart factory that will be fitted with proprietary robots from its parent company, 

Foxconn, to reduce dependency on humans by 30-40% as it takes on new products and new customers.   

During the webinar, Dr Yeong also shared a rough calculation showing a ROI (cost of robots ÷ cost of human 

labor) of 2.1 years based on the current employment conditions in Malaysia (Exhibit 4). Dr Yeong indicated that 

a ROI of 2-3 years is acceptable while in countries like Singapore or Japan, the ROI would be much lower due to 

the high labour cost in developed countries.  

Exhibit 4: ROI for the adoption of automation and robotics 

. 

Source: dfautomation.com 
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Asia is the largest market for robotics… 

From the statistics collected by the International Federation of Robotics, developed nations have embraced 

robotics in their manufacturing industry due to high labour cost compared to developing nations. Interestingly, 

Asia stands out as the region with the highest robot density (robots installed per 10,000 workers) of 118 vs. the 

world average of 113, especially in countries like Singapore and South Korea (Exhibit 5). Furthermore, China 

and Japan rank the top two in terms of annual installations of industrial robots (Exhibit 6) which shows that the 

robotics industry in Asia has promising prospects. 

Exhibit 5: Robot installed per 10,000 employees 

. 

Source: International Federation of Robotics 

 

Exhibit 6: Annual installation of industrial robots 

. 

Source: World Robotics 2020 
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…but adoption in Malaysia still lags behind 

However, Malaysia as a country still lags behind in terms of adopting automation despite having 39% of its 

exports driven by the E&E industry. While the EMS sectors are more receptive to the adoption of robots and 

automation, the palm oil industry is still very much dependent on human labour. As a country that accounts for 

c.26% of the world’s palm oil production, Malaysia’s dependency on foreign labour is very high and that poses a 

huge problem throughout the Covid-19 pandemic when borders were closed. 

According to Dr Yeong, the biggest barrier to the adoption of automation and robotics is the traditional mindset of 

senior management and decision makers who are reluctant to embrace technology. This is further exacerbated 

by the lack of awareness and resistance from existing workers who view such move as a threat to their jobs. 

While job loss in the short term is inevitable, the adoption of automation will create higher value jobs in the 

longer term which is one of the key ingredients towards a high income nation.  

  

What can Malaysia do to strengthen the robotics industry?  

When asked about solutions to improve the awareness of the local robotics industry, Dr Yeong emphasised a lot 

on having a “good ecosystem”. Aside from providing passive initiatives such as grants and monetary incentives, 

the Malaysian government should strive to bring up the first success story of a local robotics company and 

showcase it to the world. This will create the ecosystem and the precedence for further start-ups to follow suit. 

Dr Yeong has conducted multiple case studies on success stories and pointed out that Denmark’s success in 

robotics is a good example that Malaysia can model on. Despite having a smaller population and smaller area 

compared to Malaysia, Denmark managed to bring up its first success story, Universal Robots. This gave birth to 

other successful start-ups like Purple Robotics, Mobile Industrial Robots and OnRobot, making Odense (a city in 

Denmark with population of only 200,000 people) renowned for its robotics. 
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DF Automation & Robotics  

Having witnessed the success stories even in smaller countries, Dr Yeong was motivated to play a part in 

creating a conducive ecosystem in the local robotics scene. He founded DF Automation & Robotics back in 

2012, specialising in Automated Guided Systems (AGS) and Autonomous Mobile Robot (AMR) Systems for 

industrial and commercial use. The products are equipped with the company’s proprietary system, NavWiz (to 

enable robots to move autonomously) and DFleet (to control the traffic of multiple AMR in the same work area). 

Exhibit 7: DF Automation & Robotics product range 

.  
Source: dfautomation.com  

 

DF Automation & Robotics has managed to penetrate a wide range of customers ranging from local automotive 

to global MNCs such as Flextronics, Jabil and NXP. Recognizing the large spike in e-commerce traffic and the 

shift towards online shopping, the company is eyeing the growing need for smart warehousing and smart 

fulfilment centres which will require large quantities of AGS and AMR to move, pick and sort products.  

Exhibit 8: DF Automation & Robotics customer list 

.  
Source: dfautomation.com  
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Exhibit 9: End to end solution from DF Automation & Robotics 

.  
 
Source: dfautomation.com  
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Malaysian Technology Peers Comparison 

Name 
Last Price 

(RM) 
Market Cap 

(RM'm) 
Shariah 

Compliant 
Current 

FYE 

Revenue 
Growth 

Core Earnings 
Growth 

PER (x) - Core Earnings PBV (x) 
ROE 
(%) 

Net Div   
Yld (%) Target Price 

(RM) 
Rating 

  
1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

Hist. 
1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

Hist. 
1-Yr. 
Fwd. 

1-Yr. 
Fwd. 

1-Yr. 
Fwd. 

          
    

                  

D&O GREEN TECHNOLOGIES BHD 5.74  6,880.2   Y  12/2021 58.9% 15.8% 148% 16.1% 120.5 48.6 41.9 14.5 11.5 23.7% 0.3% 6.00 OP 
GHL SYSTEMS BHD 2.00  2,283.0  Y 12/2021 4.3% 36.3% 8.4% 41.8% 73.5 67.8 47.8 4.4 4.0 6.5% 0.0% 2.30 OP 
INARI AMERTRON BHD 3.82 14,079.4  Y 06/2022 22.5% 14.6% 19.2% 14.7% 38.0 31.8 27.8 8.4 7.7 26.4% 2.2% 4.80 OP 
JHM CONSOLIDATION BHD 1.94 1,081.7 Y 12/2021 10.4% 15.8% 0.5% 65.2% 46.0 45.8 27.7 5.2 4.5 9.9% 0.7% 1.90 MP 
KELINGTON GROUP BHD 1.74  1,118.8  Y 12/2021 25.5% 40.1% 84.7% 45.7% 61.9 33.5 23.0 6.4 5.6 16.7% 0.7% 2.50 OP 
KESM INDUSTRIES BHD 12.20  524.8   Y  07/2022 4.9% 6.4% 4072% 250% 131.0 37.4 25.0 1.5 1.4 3.8% 0.7% 11.40 MP 
MALAYSIAN PACIFIC INDUSTRIES 
BHD 

45.50  9,049.8  
 Y  06/2022 10.0% 10.0% 11.3% 10.0% 32.2 28.8 26.2 7.1 8.0 15.6% 0.7% 56.20 OP 

P.I.E. INDUSTRIAL BHD 3.68  1,413.3   Y  12/2021 59.9% 7.5% 31.2% 27.0% 24.0 18.3 14.4 2.3 2.0 11.1% 2.5% 4.15 OP 
SKP RESOURCES BHD 1.83  2,859.1   Y  03/2022 12.3% 12.4% 21.7% 12.4% 21.6 17.7 15.8 4.1 3.7 21.0% 2.8% 2.60 OP 
UNISEM (M) BHD 4.14  6,678.1   Y  12/2021 20.0% 15.0% 47.5% 21.0% 46.8 31.7 26.2 3.8 3.5 11.2% 1.4% 4.90 OP 

 

Source: Kenanga Research 
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Stock Ratings are defined as follows:  
 
 
Stock Recommendations 
 

OUTPERFORM  : A particular stock’s Expected Total Return is MORE than 10%  
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10% 
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5% 
 
 
Sector Recommendations***  

 
OVERWEIGHT  : A particular sector’s Expected Total Return is MORE than 10%  
NEUTRAL  : A particular sector’s Expected Total Return is WITHIN the range of -5% to 10% 
UNDERWEIGHT  : A particular sector’s Expected Total Return is LESS than -5%  
 
 
 
***Sector recommendations are defined based on market capitalisation weighted average expected total 
return for stocks under our coverage. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not 
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the 
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This 
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. 
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document 
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or 
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or 
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. 
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