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PIE’s plan to gear up for mass production for a new client in CY25 at
its largest facility, Plant 6, is on track. This will start with assembly
before progressing to higher-margin SMT production. It has
expanded capacity for Customer A, where its improved IC supply is
expected to boost earnings. Additionally, PIE is focusing on higher-
margin clients and exploring new business opportunities. We have
reduced FY24/FY25 net profit forecast by 22%/6% and lowered our
TP to RM6.35. but maintain our OUTPERFORM call.

We recently met with PIE's management and remain optimistic about its
promising outlook. The key takeaways from the meeting are as follows:

1. PIE is on track to start with a mass production for its recently
secured client (related to server and switchers for data centre) in
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CY25 post completion of the first batch of samples. This new client KLCI 1,660.59
will occupy the entire Plant 6 (c. 280k sq ft), its latest and largest YTD KLCl chg 14.2%
facility. PIE is planning to start with assembly services first, but will Y TD stock price chg 60.5%
eventually move to higher margin Surface Mount Technology (SMT) )
production thereafter. Upon a full ramp-up, the Plant 6 will produce _Stock Information
approximately one-third of the new customer’s global volume. Shariah Compliant Yes
) ) Bloomberg Ticker PIE MK EQUITY
2. PIE has continued to expand its floor space to accommodate the \jarket Cap (RM m) 1,997.0
growing demand from Customer A. Since June 2024, the group has  ghares Outstanding 384.0
fully dedicated Plant 5 (c.100k sq ft) to Customer A and plans to  52.week range (H) 7.28
extend it by another 70k sq ft at the rear to meet future demand. 52.week range (L) 2.86
Combined with the fully utilized Plant 3 (around 80k sq ft), this 3-mth avg. daily vol. 405,049
represents a threefold increase in floor space to about 250k sq ft. Free Float 28%
The expansion is well-timed, as the easing of the IC shortage is Beta 05
expected to result in stronger sequential performance with loading
volumes for Customer A moving towards optimal levels. Notably, Major Shareholders
PIE's 2QFY24 net profit surged 78% QoQ, despite flat revenue, pan Global Holding Co Ltd 51.4%
mainly due to improved IC supply from Customer A. The project \wong Nyok Fing 6.1%
operates on consignment basis, where Customer A supplies all AmanahRaya Trustees 5.4%
materials, and PIE handles the SMT process and final assembly. As
a result, while revenue may appear modest, the impact on the Summary Earnings Table
bottom line is significantly more pronounced. FY Dec (RM m) 2023A 2024F 2025F
3. The group is currently rationalizing its operations by reducing orders ~ Turnover 1217 1,068 1,606
from lower-margin customers to allocate capacity and resources for EBIT 92 84 133
higher-margin clients. Additionally, it is actively engaging in PBT ) 89 81 129
discussions with several potential new customers in the automotive, ~Net Profit 74 67 104
robotics, medical, and telecommunications sectors. We have yet to ~ €0Onsensus - 89 127
impute any expectations in our earnings model. We believe PIE's ~Earnings Revision X -21% -6%
value proposition lies in its strong track record, positioning it as a EPS (sen) 19.3 17.5 27.0
highly sought-after EMS vendor, especially as Chinese businesses ~EPS Growth (%) 6.0 9.5 54.6
accelerate their China+1 strategy to mitigate potential punitive US ~NDPS (sen) 0.0 0.0 0.0
tariffs on Chinese imports. BV/Share (RM) 16 18 2.0
Core PER (x) 26.9 29.7 19.2
Forecasts. Reduced FY24F/FY25F net profit by 22%/6%, respectively, P/BV (x) 3.3 3.0 2.6
after removing contributions from lower-margin customer. Gearing (x) 0.0 -0.2 -0.3

Valuations. We lowered our TP to RM6.35 (from RM®6.75 previously)
based on FY25F EPS pegged to an unchanged PER of 23.5x, and 10%
discount to Al server-related peer such as NATGATE (OP; TP: RM2.30).
There is no adjustment to our TP based on ESG given a 3-star rating
as appraised by us (see Page 4).

Investment case. We continue to like PIE for: (i) its comprehensive skill
set, making it a top-choice EMS provider for MNCs, (ii) various
competitive advantages it enjoys as a unit of Foxconn, and (iii) its
diversified and evolving client base, from those involved in
communication devices and power tools to the latest DeFi equipment.
Maintain OUTPERFORM
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Risks to our call include: (i) loss of orders from/non-renewal of contracts by its key customer, (i) labour shortage and rising
labour cost and (iii) unfavourable currency movements.

Income Statement Financial Data & Ratios
FY Dec (RM m) 2021A  2022A  2023A  2024F 2025F  FY Dec 2021A 2022A 2023A  2024F  2025F
Revenue 1,025 1,165 1,217 1,068 1,606 Growth
EBITDA 93 108 115 107 157 Turnover 49.4 13.7 4.4 -12.2 50.4
Dep & Amort. 18 24 22 22 24 EBITDA 27.7 15.7 6.5 -6.7 46.6
Operating
Profit 75 83 92 84 133 Operating Profit 35.7 11.9 10.4 -8.4 57.1
Other Income 25 17 35 21 31 PBT 151.1 -40.6 9.0 -9.5 59.2
Interest Exp -0 - -3 -3 -4 Adj. Net Profit 32.3 16.1 6.0 9.5 54.6
PBT 138 82 89 81 129
Taxation -14 -12 -15 -14 -26 Profitability (%)
Ml 0 0 0 0 1 EBITDA Margin 9.1 9.2 9.4 10.0 9.8
Net Profit 60 70 74 67 104 Operating Margin 7.3 7.2 7.6 7.9 8.3
Core Net Profit 60 70 74 67 104 PBT Margin 13.5 7.0 7.4 7.6 8.0
Core Net Margin 5.9 6.0 6.1 6.3 6.5
Balance Sheet Effective Tax
Rate -10.2 -14.7 -17.0 -17.6 -20.0
FY Dec (RM m) 2021A  2022A  2023A  2024F 2025F  ROA 7.3 7.7 8.2 6.3 6.9
Fixed Assets 179 186 209 268 324 ROE 11.7 12.5 12.2 9.9 13.3
Int. Assets - - - 14 22
Other FA 9 26 25 25 25 DuPont Analysis
Inventories 301 288 278 239 352 Net Margin 5.9% 6.0% 6.1% 6.3% 6.5%
Receivables 256 336 331 290 437 Assets T/O (X) 1.2x 1.3x 1.3x 1.0x 1.1x
Other CA 3 9 4 4 5 Lvg. Factor (x) 1.6x 1.6x 1.5x 1.6x 1.9x
Cash 78 63 63 235 337 ROE 11.7 125 12.2 9.9 13.3
Total Assets 826 907 909 1,074 1,501
Leverage
Payables 229 228 220 190 279 Debt/Asset (x) 0.1 0.1 0.1 0.1 0.0
ST Borrowings - - - - - Debt/Equity (x) 0.1 0.2 0.1 0.1 0.1
Other ST
Liability 73 108 69 68 69 Net Cash/(Debt) 7 -42 -5 167 270
Net Debt/Equity
LT Borrowings - - - - - (x) 0.0 0.1 0.0 -0.2 -0.3
Other LT
Liability 7 11 11 140 374
Minorities Int. - - - (0) @) Valuations
Net Assets 516 560 609 676 780 Core EPS (sen) 15.7 18.2 19.3 17.5 27.0
DPS (sen) 0.0 0.0 0.0 0.0 0.0
Share Capital 83 83 83 83 83 BVPS (RM) 1.34 1.46 1.59 1.76 2.03
Reserves 433 477 526 593 697 PER (x) 33.1 28.5 26.9 29.7 19.2
Equity 516 560 609 676 780 Div. Yield (%) 0.0% 00% 00% 00%  0.0%
P/BV (x) 3.9 3.6 3.3 3.0 2.6
FY Dec (RM m) 2021A  2022A  2023A  2024F  2025F  EV/EBITDA (x) 21.6 18.2 17.4 20.3 145
Operating CF -26 30 117 267 191
Investing CF -59 -46 -45 -95 -88
Financing CF -22 -1 -68 0 0

Source: Kenanga Research
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Malaysian Technology Peers Comparison

PER (x) — Core

Core EPS (sen) Core EPS Growth .
Earnings

Last Price Target

Rating @ 18 Sept Price SlEIELL Gl

Compliant FYE

(RM) (RM)

D&O GREEN TECHNOLOGIES BHD OP 2.18 2.64 21.1% 2,702.1 Y 12/2024 5.8 9.8 64.2% 67.4% 25.8 18.2 2.8 7.9% 1.0 0.5%
INARI AMERTRON BHD OP 3.01 4.05 34.6% 11,402.3 Y 06/2025 10.0 121 22.0% 21.3% 32.0 25.4 3.9 13.2% 8.0 2.7%
KELINGTON GROUP BHD OoP 3.12 4.16 33.3% 2,145.4 Y 12/2024 16.8 19.8 5.1% 18.1% 19.3 16.0 5.2 30.1% 9.0 2.9%
LGMS BHD OP 1.25 1.53 22.4% 570.0 Y 12/2024 3.6 5.1 46.4% 41.5% 27.0 19.7 5.8 17.7% 1.0 0.8%
M’SIAN PACIFIC INDUSTRIES BHD (0] 27.10 38.80 43.2% 5,117.2 Y 06/2025 118.4 149.0 87.1% 25.9% 36.4 19.6 2.4 10.8% 35.0 1.3%
NATIONGATE HOLDINGS BHD OP 1.72 2.30 33.7% 3,915.2 Y 12/2024 5.1 9.2 84.2% 86.6% 30.0 18.7 4.1 16.9% 1.0 0.6%
OPPSTAR BHD MP 0.825 0.820 -0.6% 528.5 Y 03/2025 2.2 33 -11.0% 52.2% 14.6 12.6 33 9.0% 1.0 1.2%
P.L.LE. INDUSTRIAL BHD (0] 5.20 6.35 22.1% 1,997.0 Y 12/2024 17.5 27.0 -9.4% 54.5% 23.4 18.1 3.0 10.5% 0.0 0.0%
SKP RESOURCES BHD OP 1.11 1.35 21.6% 1,734.2 Y 03/2025 7.4 8.4 18.8% 14.5% 15.2 131 1.6 11.0% 0.0 0.0%
UNISEM (M) BHD oP 3.16 3.70 17.1% 5,097.3 Y 12/2024 10.2 12.7 100.4% 25.2% 31.1 24.9 21 6.8% 8.0 2.5%
Simple Average 35,209.3 39.0% 32.4% 27.5 20.8 3.4 13.4% 1.2%

Source: Kenanga Research
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Stock ESG Ratings:

I

Earnings Sustainability &

Quality * * *
_y Corporate Social
é Responsibility o o o
Management/Workforce
% Diversity * * v B
ICIDJ Accessibility & Transparency * * *
Corruption-Free Pledge * * *
Carbon-Neutral Initiatives * * *
Foreign Worker Welfare * * * *
o Supply Chain Auditing * * *
L Waste Disposal / Pollution
O Control * * *
IEILJ Energy Efficiency *x kX
U Work Site Safety * *x K* % ¥ denotes half-star
Digital Transformation *  *x % * -10% discount to TP
9 * % -5% discountto TP
%% TP unchanged
OVERALL * kX * % k% +5% premium to TP
* %k %k +10% premium to TP
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. Kenanga Investment
Bank Berhad being a full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider
with respect to a security that may also fall under its research coverage.
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