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SECTOR UPDATE 

Technology – Malaysia 
EMS: On New Avenues To Spearhead Growth 
Our Johor trip suggests that the worst is behind for cEMS with sectorial risk-reward 
calculus tilting towards the favourable side. Besides margin improvement from higher 
operational efficiency, we see additional impetus stemming from: a) a higher degree of 
vertical integration; b) a wider market reach; c) technological advancement; and d) new 
prospects from trade diversion, suggesting that the sector could gain further traction 
even after the recent V-shaped earnings recovery. Maintain OVERWEIGHT. 

WHAT’S NEW 
• A fruitful trip with surprising findings. We came away from our recent Johor EMS trip with 

our positive conviction reaffirmed, after learning that the worst is over for consumer-centric 
EMS (cEMS) with its key customers replenishing orders after sharp inventory adjustment. 
Besides margin improvement from higher operational efficiency, we see additional impetus 
stemming from: a) higher degree of vertical integration, b) wider market reach, c) 
technological advancement, and d) new prospects from trade diversion. We also discovered 
dark horses from our channel checks, which are discreetly nurturing new business 
opportunities that could see phoenix-like recovery in the mid-term. 

• VS: Parating Na Ako Pilipinas! Recall that the group has incorporated a new subsidiary in 
Philippines to take on sizeable orders from this key customer as part of its customer 
diversification strategy. While management is cognisant of the execution risks considering the 
different market landscapes in the Philippines, management believes that the new venture 
has a favourable risk-reward ratio, considering: a) its experience in supporting key customers’ 
sub-operations, b) favourable export tariffs from the Philippines to the US on wider product 
offerings, c) higher utilisation hence margin enhancement that can be reaped via the cross-
selling of its four new capabilities, and d) more job tender wins on multi-site offerings. To be 
more prudent, the group will adopt an asset-light model to begin with (ie renting factory 
premises which leads to a lower breakeven point).  

• SKP: Strong recovery in sight; ready to take on new customers. The group has finally 
charted yoy growth again in 4QFY24, underpinned by its major customer’s inventory 
replenishment post correction which has lasted for five consecutive quarters. On a positive 
note, management shared that the key customer has been on a ramp-up mode. We do not 
discount the possibility of higher volume loadings for its household products given the year-
end seasonality. In terms of new prospects, the group remains hopeful of seizing its third new 
trade-diversion related opportunity which could fill up its ample capacity. 

• AIMFLEX: Three-pronged approach to ignite lightspeed growth. New management which 
emerged in 2022 shared its vision in spearheading the company to new heights. Riding on its 
platform as a manufacturing test and automation company, the group is entrenching its first 
growth pillar capability as functional testers, process machines and automation provider for 
EMS and OBMs premised on wider solutions and customer footprints which still serves as the 
bread-and-butter business. Meanwhile, its second growth pillar is premised on the uptake of 
advanced machine ODM and assembly, with the group seeing higher traction on wider reach 
into the medical, test and instrumental fields. Lastly, its third growth pillar is premised on its 
own platform, related to the state-of-the-art automation for rapid data growth and high-
bandwidth applications. The group is in close discussion with its partners which could see 
new breakthroughs in the medium term. 
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PEER COMPARISON 
   Share Price Target Market ------------------ PE ---------------- ---- EV/EBITDA ---- P/BV Dividend Yield 
   4 Jul 24 Price Cap Curr 1Y Fwd 2Y Fwd Curr 1Y Fwd 1Y Fwd Curr 1Y Fwd 

Company Tickers Rating (RM) (RM) (RMm) (x) (x) (x) (x) (x) (x) (x) (x) 

Technology – Electronic Manufacturing Services (EMS)           
CAPE EMS CEB MK BUY 0.93 1.33    922.6 18.2 12.5 10.8 17.0 12.5 1.4 0.6 2.4 

NationGate Holdings NATGATE MK BUY 1.91 2.15 3,961.2 61.4 29.3 25.0 17.8 20.4 7.7 0.0 0.0 

SKP Resources SKP MK BUY 1.21 1.36 1,890.5 19.5 15.2 13.0 11.4   9.4 2.0 3.2 4.1 

VS Industry VSI MK BUY 1.28 1.56 4,927.3 26.4 28.6 18.0 12.5 13.0 2.2 1.7 1.6 
Source: Bloomberg, UOB Kay Hian 
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ACTION 

• We increase VS’s FY25-26 earnings estimates by 7-12% to account for higher 
loadings from key customers with its new venture into the Philippines. Maintain BUY 
with a higher target price of RM1.56 (from RM1.40) based on rollover 21x 2025 PE. We 
increase SKP’s FY25-26 earnings estimates by 4-10% to account for higher loadings from 
both its key and new customers. Upgrade to BUY with a higher target price of RM1.36 
(from RM1.10) based on rollover 15x 2025 PE. 

ESSENTIALS 
• VS: Eyeing new contracts; discussions still in infancy stage. We understand that VS is 

still being approached by new MNC customers, with discussions of prospective contracts at 
different stages of evaluation. Based on the recent customer acquisition trend, we believe any 
prospective contracts could carry better margins. We are not assuming any new customer 
wins for now. Assuming that a RM500m contract is secured with full contribution in FY25 on a 
net margin of 5.5%, the earnings accretion would be 9%.  

• SKP: Enhancing capabilities vertically to take advantage of widened product 
assortment. To leverage its vertical integration capabilities, the group is currently focusing on
expanding its printed circuit board assembly, injection moulding and engineering capabilities 
to take advantage of a widened product assortment. The group has also successfully 
obtained the certificate of completion and compliance for its new factory building measuring 
6.4 acres (with additional capacity of +50% from the current base). Note that it is also being 
approached by new MNC customers and is at the early stages of evaluation. 

• NationGate: Exploring new prospects to drive growth beyond organic target. Beyond 
the ramp-up from a low base in 2023, NationGate is also spearheading growth via: a) new 
customer acquisitions, and b) new business collaborations (via JVs) which could require new 
premises to house these trade diversion-related opportunities. We believe the drivers could 
come from the consumer electronics segment (via active collaboration with GoldTek 
Technology), semiconductor segment (assembly and testing services), and computing power 
infrastructure and server space. Note that the group had recently acquired a 100% equity 
stake in Hesechan Industries S/B, which comes with a land area of 272,900 sf, to supplement 
its expansion plan. Should these prospects crystalise, the group could exceed its net profit 
growth target of over 30%.  

Note that NationGate has officially been appointed the approved OEM for the world’s leader 
in AI computing. While the earnings contribution from this segment is still meagre thus far, the 
door-opening opportunity provides a new platform for the group to ride on the booming AI 
demand and trade diversion opportunities. Meanwhile, there is significant potential for 
increased earnings through deeper engagement in advanced process manufacturing. On the 
corporate front, NationGate has been transferred to the Main Market of Bursa Malaysia from 
24 May 24 via the accelerated transfer process by the Securities. 

• CAPE: Aggressively scouting for new prospects that best fit into its mid-volume high 
mix model. Besides promising growth prospects from: a) its wire communication equipment 
(expanded its product portfolio after acquisition with access to new markets), and b) 
Customer A (consumer electronics products; carries the highest gross margin; volume 
capacity +50% following its synergistic M&A activities), the group is eyeing for at least three 
new prospects that could see meaningful earnings contribution by 2H24. These products are 
related to LED lighting, EV charging stations, renewable energy devices, IoT control modules 
(US-based MNC leading in communication standards) and other segments. Meanwhile, its 
orderbook as at end-Apr 24 was strong at RM200.1m. 

VSI – LATEST EARNINGS ESTIMATES
YE 31 Dec Net Profit Yoy 
 (RMm) % chg 
2023 188.8 +11 
2024F 174.5 -6 
2025F 277.7 +63 

Source: UOB Kay Hian 

SKP – LATEST EARNINGS ESTIMATES 
YE 31 Dec Net Profit Yoy 
 (RMm) % chg 
2023 96.8 -33 
2024F 124.8 +29 
2025F 146.0 +17 

Source: UOB Kay Hian 

NATIONGATE – LATEST EARNINGS ESTIMATES 
YE 31 Dec Net Profit Yoy 
 (RMm) % chg 
2023 64.5 -24 
2024F 135.1 +109 
2025F 158.6 +17 

Source: UOB Kay Hian 

CAPE – LATEST EARNINGS ESTIMATES 
YE 31 Dec Net Profit Yoy 
 (RMm) % chg 
2023 50.8 +45 
2024F 73.9 +16 
2025F 85.4 +7 

Source: UOB Kay Hian 
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Disclosures/Disclaimers 
 
This report is prepared by UOB Kay Hian Private Limited (“UOBKH”), which is a holder of a capital markets services licence and an 
exempt financial adviser in Singapore.  
 
This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an 
advice or a recommendation with respect to such securities.  
 
This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the 
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment 
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the 
recommendation, before the person makes a commitment to purchase the investment product. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this 
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by 
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may 
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law 
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any 
registration, licensing or other requirements within such jurisdiction.  
 
The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable. 
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts 
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information.  UOBKH and its connected persons 
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its 
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time, 
including before its publication herein.  
 
Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the 
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit 
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and 
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business 
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers, 
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s) 
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an 
interest (including a proprietary interest) in the subject corporation(s) referred to in this report. 
 
As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in 
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.  
 
IMPORTANT DISCLOSURES FOR U.S. PERSONS  
 
This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.  
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of 
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly 
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from 
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).  All US persons that 
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and 
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities. 
 
Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on 
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS”), a registered broker-
dealer in the United States.  Under no circumstances should any recipient of this research report effect any transaction to buy or sell 
securities or related financial instruments through UOBKH. 
 
UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is 
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor. 
 
The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry 
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable 
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research 
analyst account. 
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Analyst Certification/Regulation AC  
 
Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect 
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by 
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business 
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any 
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales, 
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation 
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are 
generated from UOBKH’s business of dealing in securities.  
 
Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the 
following table. 
General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or 

located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to 
applicable law or regulation. 

Hong Kong This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the 
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has 
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed 
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under 
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong 
Kong and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong 
Kong in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong 
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the 
analyses or reports only to the extent required by law.  

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority 
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a 
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant 
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report. 

Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the 
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia, 
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the 
registered person under CMSA to distribute any research analyses in Malaysia. 

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital 
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the 
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note: 
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore 
in respect of any matters arising from, or in connection with, the analysis or report; and  
(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore 
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the 
contents of the analyses or reports only to the extent required by law.  

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated 
by the Securities and Exchange Commission of Thailand. 

United 
Kingdom 

This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in 
the UK is intended only for institutional clients. 

United 
States of 
America 
(‘U.S.’) 

This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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