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Aurelius Technologies (ATECH MK) Not Rated
Niche EMS Player Slated For High Growth Fair Value (Return): MYR?2.26 (+50%)
Price: MYR1.51
Market Cap: uUsD123m
Avg Daily Turnover (MYR/USD) 1.07m/0.24m

e MYR2.26 FV based on 17x FY24F (Jan) P/E. Aurelius Technologies should Analyst
ride on the structural demand growth in the loT products (7-year CAGR:
26.4%) and semiconductor integrated circuits (IC) market (7-year CAGR:  Queenie Tan
12.8%). Its growth potential (3-year CAGR of 30.9%) is supported by the  +603 9280 8873
ramp-up of new production lines for high-growth customers and potential new  queenie.tan@rhbgroup.com
ones. Due to the margin growth (from better economies of scale) and more
profitable 10T and semiconductor module products, we regard its market
valuation of 11.6x FY23F P/E as attractive, vs the peer average of 14x.

¢ Doubling capacity. ATech is committed to rolling out its sixth surface mount
technology (SMT) production line by 3QFY23, and the seventh and eighth
SMT lines by 2QFY24 in Plant 2 for Customer F (China’s biggest 0T module
vendor). By then, it may have a production capacity of up to 2m units per

Share Performance (%)

month, which would translate to estimated sales of c.MYR4-6m per month YTD im 3m 6m  12m
from Customer F. ATech has also set up a new general SMT line inits Plant ~ Absolute (348) (38) (44) (135) 0.0
3 for new customers, which are on material consignment basis. The remaining  Relative (27.4)  (6.2) 00 (42 0.0
floor space in Plant 3 will enable the group to add another 3-4 more lines for ~ 52-wk Price low/high (MYR) 1.35-281
potential new profitable customers that it is in negotiations with. On another
note, it is eligible to apply for the special reinvestment allowances in the SMT ATECH MK (ATECH MK )
lines for the year of assessment up to FY2024. Price Close  ===-Relative to KLPRP Index (RHS)

e Capturing larger market share from high-growth loT products and . -
semiconductor component markets. With its strong capabilities in carrying v ) o6
out complex electronics manufacturing services (EMS), ATech is seeing aa ’\“ .
higher demand from its 10T product customers, and is also in talks with a few o N 167
new profitable customers. Supported by the arrival of auto-back-end 20 ,)w" 151
machines (in tandem with its production ramp-up), we expect to see higher w4 Y a1
revenue from Customer F. Note that this customer has the largest global 16 14 '\,\,\.V:..,. o ,_,\J" Y 0
market share in cellular loT modules, for multicomponent IC used in electronic 14 | v "7 105
devices (on a material consignment basis). As it ramps up production lines N NN SN NN YIS NN RN
progressively, the economies of scale should improve in terms of productivity §8355882222:88:8553333¢%

and depreciation expenses, which should also bolster margin growth.

e Adoption of Industry 4.0 with less reliance on labour. ATech is rolling out
a fully automated line from material handling system by automated guided
vehicles (AGVs) to automated back-end testing lines in Plants 2 and 3 for
Customer F and new customers respectively.

e Earnings estimates and valuation. We are projecting a 3-year earnings
CAGR of 30.9%, driven by the secular growth in demand for semiconductor
and loT products, supported by its aggressive capacity expansion. We
ascribe 17x FY24F P/E to value the stock, in line with the 17-18x P/Es we
ascribed to EMS players under our coverage. We think this is fair — given its
robust earnings growth prospects, wider margins vs peers, and the full local
workforce which spares ATech from foreign labour-related issues. Key risks:
Supply chain disruptions, dependence on major customers, increases in
labour costs and utility expenses, dependency on the demand and
performance of the user-industries.

Source: Bloomberg

Forecasts and Valuation Jan-21 Jan-22 Jan-23F Jan-24F Jan-25F
Total turnover (MYRm) 362 367 447 486 536
Recurring net profit (MYRm) 17 22 30 48 49
Recurring net profit growth (%) (29.3) 32.1 34.4 61.0 3.6
Recurring P/E (x) 33.07 25.04 18.62 11.57 11.16
P/B (x) 6.6 2.7 25 2.1 1.8
PICF (x) 3,674.30 49.52 8.69 8.75 9.00
Dividend Yield (%) 0.9 0.6 11 1.7 1.8
EV/EBITDA (x) 23.92 16.78 11.67 7.29 6.29
Return on average equity (%) 21.3 14.3 13.9 19.5 17.5 Note:

"~ Small cap stocks are defined as companies with a market
Net debt to equity (%) 135.6 18.9 51 net cash net cash capitalization of less than USDO0.5bn.

Source: Company data, RHB
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Buy

Valuation basis

17x P/E on FY23F earnings

Key drivers

i. Capturing a larger market share from high-
growth 10T products and semiconductor
component markets;

ii. Inthe process of doubling capacity;

ii. Adoption of Industrial 4.0 in production lines.

Key risks

i. Supply chain disruptions;

ii. Dependence on major customers;

ii. Increase of labour cost and utility expenses;

iv. Dependency on demand and performance of
user-industries.

Company Profile

Aurelius Technologies is principally engaged in the
provision of EMS for industrial electronics products. It
manufactures semiconductor components comprising
multicomponent integrated circuit (IC) for loT
applications and mass production.

Source: Company data, RHB

Financial summary (MYR) Jan-21 Jan-22 Jan-23F Jan-24F Jan-25F
Recurring EPS 0.05 0.06 0.08 0.13 0.14
DPS 0.01 0.01 0.02 0.03 0.03
BVPS 0.23 0.56 0.63 0.74 0.85
Return on average equity (%) 213 14.3 13.9 19.5 17.5
Valuation metrics Jan-21 Jan-22 Jan-23F Jan-24F Jan-25F
Recurring P/E (x) 33.07 25.04 18.62 11.57 11.16
P/B (x) 6.6 2.7 25 2.1 1.8
FCF Yield (%) (2.0) (4.0) 43 5.1 5.7
Dividend Yield (%) 0.9 0.6 1.1 1.7 1.8
EV/EBITDA (x) 23.92 16.78 11.67 7.29 6.29
EV/EBIT (x) 28.52 19.97 15.74 9.41 8.37
Income statement (MYRm) Jan-21 Jan-22 Jan-23F Jan-24F Jan-25F
Total turnover 362 367 447 486 536
Gross profit 30 41 54 78 86
EBITDA 28 35 48 75 84
Depreciation and amortisation 4) (6) (12) a7) (21)
Operating profit 23 30 36 58 63
Net interest 4) 4) 3) 5) @)
Pre-tax profit 19 24 33 53 57
Taxation 3) (4) 3) 5) @
Reported net profit 17 20 30 48 49
Recurring net profit 17 22 30 48 49
Cash flow (MYRm) Jan-21 Jan-22 Jan-23F Jan-24F Jan-25F
Change in working capital (18.4) (18.6) 18.6 (7.1) (15.5)
Cash flow from operations 0.2 11.1 63.5 63.0 61.3
Capex (11.4) (33.4) (40.0) (35.0) (30.0)
Cash flow from investing activities (14.5) (34.6) (40.0) (35.0) (30.0)
Dividends paid (4.9 (0.6) (5.9) (9.5) (9.9
Cash flow from financing activities 4.0 76.0 3.1 25.0 18.6
Cash at beginning of period 325 22.3 76.3 102.9 155.9
Net change in cash (10.3) 52.5 26.6 53.0 49.9
Ending balance cash 221 74.9 102.9 155.9 205.8
Balance sheet (MYRm) Jan-21 Jan-22 Jan-23F Jan-24F Jan-25F
Total cash and equivalents 22 76 103 156 206
Tangible fixed assets 56 84 111 130 139
Total assets 282 411 446 532 616
Short-term debt 110 98 98 103 103
Total long-term debt 26 16 16 51 81
Total liabilities 197 210 221 269 313
Total equity 84 201 225 263 303
Total liabilities & equity 282 411 446 532 616
Key metrics Jan-21 Jan-22 Jan-23F Jan-24F Jan-25F
Revenue growth (%) (7.0) 15 21.7 8.6 10.4
Recurrent EPS growth (%) (29.3) 321 34.4 61.0 3.6
Gross margin (%) 8.3 11.1 12.0 16.0 16.1
Operating EBITDA margin (%) 7.7 9.6 10.8 15.5 15.7
Net profit margin (%) 4.6 5.6 6.6 9.8 9.2
Dividend payout ratio (%) 29.6 16.1 20.0 20.0 20.0
Capex/sales (%) 3.2 9.1 8.9 7.2 5.6
Interest cover (x) 5.64 7.58 7.70 7.25 6.23

See important disclosures at the end of this report
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Investment Thesis

Capturing larger market share from high-growth loT products and semiconductor
component markets. ATech commenced its business by producing industrial mission-
critical communication devices for its multinational customer, which whom it has had a
business relationship of over 20 years. The group is capable of carrying out complex testing
processes, especially in signal testing for the I0T parts of telecommunication devices and
asset-monitoring devices. With its strong track record and capabilities, it is also taking in
higher orders from existing 10T product customers. Itis also in talks with a few new profitable
customers to diversify its client base. According to Fortune Business Insights, the global loT
market is projected to grow from USD478bn in 2022 to USD2.5trn by 2029, implying a
CAGR of 26.4%.

In Aug 2019, it expanded into semiconductor component manufacturing, by securing a
manufacturing service agreement with Customer F for multicomponent IC used in electronic
devices. The IC modules it manufactures are designed to be incorporated into printed circuit
board assemblies (PCBA) to be installed in devices, to enable machine-to-machine
communications using wireless technology for 10T applications. According to Globe
Newswire, the global IC market is projected to grow from USD489.3bn in 2021 to
USD1.14trn by 2028 at a 12.8% CAGR.

Supported by the arrival of automated back-end testing machines with the ramping-up of
current manufacturing lines, we expect to see higher revenue from Customer F, which has
the largest global market share of cellular 10T modules, for multicomponent IC used in
electronic devices. As such, ATech should also boost its economies of scale, in terms of
productivity and off-setting depreciation expenses — which should strengthen margins
ahead.

Figure 1: Growth of the global loT market size Figure 2: Growth of the global IC market
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Source: Fortune Business Insights, RHB Source: Globe Newswire, RHB

In the process of doubling capacity. After completing the construction of its
manufacturing plant expansion, ATech has a total manufacturing space of 260,357 sq ft,
with an additional 69% floor space. At the time of writing, it has installed five SMT lines
together with eight automated back-end testing lines in Plant 2. It is also rolling out the sixth
SMT production line, with two automated back-end testing lines for Customer F by 3QFY23.
The group is committed to further boosting its capacity by rolling out the seventh and eighth
SMT lines, together with four automated back-end testing lines by 2QFY24. From this, we
can expect a production capacity of up to 2m units (translating to estimated sales of c.MYR4-
6m) per month for Customer F. ATech will also benefit from economies of scales in terms
of improving operational efficiency and decreasing its reliance on human labour. It is still
trying to capture a vendor market share from Customer F, as it is currently producing to fulfil
less than 5% of the latter’s total sales requirements per year.

On the other hand, ATech has set up one new general SMT line in Plant 3, to prioritise new
profitable customers that are mainly on a material consignment basis. The remaining floor
space in Plant 3 will enable the group to add another 3-4 more SMT lines. With the capacity
expansion and growth in demand, it is focusing on capturing larger market share from
Customer F and telecommunications customers, as well as diversifying and expanding its
client base.

See important disclosures at the end of this report R"B‘
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Figure 3: Utilisation of IPO proceeds as at 31 Apr 2022

Proposed Utilisation Actual Utilisation Balance of proceeds as

Details (MYRm) Percentage (%) (MYRm) of 31 Apr 2022 (MYRm)
New machinery & equipment 40.0 38.2 0 40.0
Bank borrowings repayment 29.5 28.2 29.5 0
Working capital 28.1 26.8 28.1 0
Listing expenses 7.1 6.8 7.1 0
Total 104.7 100.0 64.7 40.0

Source: Company data, RHB

Figure 4: Additional machineries
Details of Use Status Delivery Timing (Target)
SMT General — not for Customer F production Ordered July 2022
SMT 1 line — semiconductor (fifth SMT line, for Customer F) Arrived June 2022
SMT 2 line — semiconductor (sixth SMT line, for Customer F) Evaluating New Model/Loan Q3FY23
SMT 3 line — semiconductor (seventh SMT line, for Customer F) Discussing with customer Q2FY24
TOTAL

Notes:

1) As of 31 Jan 2022, four SMT production lines together with six automated back-end lines have been installed for production, for Customer F.

2) As of 30 Apr 2022, four SMT production lines together with eight automated back-end lines have been installed for production, for Customer F.

3) As of 30 Jun 2022, five SMT production lines together with eight automated back-end lines have been installed for production, for Customer F, with two more automated
lines expected to arrive in Aug 2022. This is to enable it to have five dedicated production lines to cater to order from Customer F.

Source: Company data, RHB

Adoption of Industry 4.0 with less reliance on labour. ATech is upgrading its facilities
towards Industry 4.0 — encompassing the use of automation, artificial intelligence, loT and
real-time data — to increase productivity and reduce its dependence on human labour. For
Customer F, which has medium-mix and medium-volume orders, it is rolling out fully
automated lines from material handling system by AGVs (Figure 5) to back-end automated
testing lines in Plant 2. ATech will also implement the same for its potential new customers’
lines in Plant 3 for higher-mix products. Currently, the group has zero migrant workers —
which spares it from issues related to foreign labour supply.

Figure 5. ATech’s AGV on the production floor

Source: Company

See important disclosures at the end of this report
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Financial Overview And Valuation

Results highlights. ATech reported 1QFY23 revenue of MYR100.7m (-5.5% QoQ) on
lower production due to lower margin product mix and customary weaker Q1 combined with
delayed arrival of components and plant shut-down over holidays. Gross profit margin
declined from 9.9% to 7.5% QoQ attributable to higher cost of sales due to effects of higher
utilities costs, some initial operations of Plant 3, depreciation increase upon completion of
Plant 3 as well as increase in workers cost to support expansion. Consequently, 1QFY23
reported lower net profit of MYR5.0m compared to MYR5.1m last quarter. Nevertheless,
1QFY23 fetched net profit margin of 5.0% as compared to 4.8% in 4QFY22 mainly due to
lower interest expense after some bank borrowings repayment. No meaningful YoY
comparison can be made, as the company was just listed on Bursa Malaysia in Dec 2021.

Figure 6: 1QFY23 results review

FYE Jan 4QFY22 1QFY23 QoQ
(MYRm) (%)
Revenue 106.6 100.7 (5.5)
Gross Profit 10.5 7.5 (28.5)
GP margin (%) 9.9 7.5

EBITDA 7.0 6.6 (5.7)
EBITDA margin (%) 6.6 6.5

Depreciation (1.6) (2.8) 8.7
EBIT 5.4 4.8 (10.1)
EBIT margin (%) 5.0 4.8

Interest Income 0.2 0.2 (21.0)
Interest Expense 1.1) (0.6) (43.0)
Share of associate 0.0 0.0 Nm
El/Others 0.0 0.0 Nm
Reported PBT 4.5 4.4 (2.8)
Tax 0.6 0.6 3.9
Effective tax rate (%) (13.5) (14.5)

Minority Interest 0.0 0.0 Nm
Net Profit 5.1 5.0 (2.0)
Core Profit 5.1 5.0 (2.0)
Core net margin (%) 4.8 5.0

Source: Company data, RHB

Balance sheet/cash flow. ATech had an improved net gearing ratio of 0.2x as at 1QFY23,
thanks to the proceeds raised from its IPO. We expect the company to pare down its
borrowings and cut its net gearing in FY23F, and achieve a net cash position by FY24F.

Dividends. The group does not have a formal dividend policy in place. However, we
forecast a dividend payout ratio of 20% of PAT.

Earnings forecasts. As the delayed back-end machines arrived in 2QFY23 — take the
number of completed production lines to five — we expect sales contributions from Customer
F to increase. This would lead to an improved critical mass and profitability for ATech from
2QFY23 onwards, which would help offset the increase in labour and utility costs. Going
forward, we expect it to chart a 3-year earnings CAGR of 30.9%, supported by secular
growth in demand in the semiconductor industry (7-year CAGR: 12.8%) and for 10T products
(7-year CAGR: 26.4%). The ramping up of SMT lines in FY23-24 should also double its
production capacity, and enable the group to take on more orders from Customer F, while
winning new orders from new customers. While this will increase capey, it would also allow
ATech to potentially benefit from special reinvestment tax allowances, as well as procure
new customers with a bigger mix of higher-margin products. Notwithstanding the
incremental cost of labour and utilities, the group strives to diversify its client portfolio and
optimise production margins. We project NPM to range 6.6-9.8%, following the potential
margin expansion from a better product mix and tax allowances from the Government in the
next two financial years. The magnitude of growth should exceed industry growth rates due
to its aggressive expansion plans.

Fair value. We chose PIE Industrial for peer comparison purposes, as both of companies’
customers have exposure to telecommunication products. We ascribe a 17x FY24F P/E to
ATech, in line with the 17x 1-year forward P/E we ascribed to its closest peer, PIE Industrial.
We think this is fair — given the group’s high growth prospects, potential margin expansion,
expected improvement in balance sheet and fully local workforce, which spares ATech from
any foreign labour-related issues. Nevertheless, we do not discount the possibility of a
higher valuation being ascribed ahead, should it achieve stronger-than-expected earnings
growth.

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Figure 7: Revenue trend

Figure 8: Core profit trend
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Figure 9: Peer comparison

Source: Company data, RHB
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Company Overview

Aurelius Technologies, through its subsidiary BCM Electronics, is principally a provider of
EMS for industrial electronics products, with an established track record of 29 years.
Currently, ATech has carried out EMS for three product categories:

i. Communications and loT products;
ii. Electronic devices;
iii. Semiconductor components.

In FY22, the three categories accounted for 86.4%, 10.6% and 3.0% of ATech’s revenue of
MYR367.4m (ATech first started producing semiconductor components in FY21). The group
operates in Malaysia but serves customers across 11 countries, with the top three markets
being the US, Malaysia and Singapore — which jointly accounted for 87.7% of FY22 revenue.

Figure 10: ATech’s product portfolio
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Figure 11: ATech’s revenue breakdown by geographical market
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ATech has the facilities to handle a range of EMS requirements from customers, offering
end-to-end solutions such as engineering support services, manufacturing services, and
customised test development. A key strength is its in-house-designed manufacturing
execution systems (MES) that enables full traceability of all material movements and
manufacturing processes in the production facility, in real time. The reports generated by
this system provide greater transparency among customers.

Additionally, ATech has various certifications to substantiate its ability to meet the quality
standards and expectations of customers, including ATEX (stands for Atmosphere
Explosible) certification, an EU certification for equipment intended for use in a potentially
explosive atmosphere. This indicates that its ATEX-certified radio equipment is
manufactured based on a stringent set of requirements, which serves as a positive
reference point for customers.

ATech is led by an experienced management team. Loh Hock Chiang was redesignated as
the Group CEO upon the demise of the Lee Chong Yeow in January. A pioneer of ATech’s
subsidiary BCM, he is now responsible for overseeing the overall management and strategic
direction of the group. Tan Chong Hin was appointed as Group CFO in August 2022
spending more than 20 years working for various financial services institutions. They are
supported by the rest of the senior management team, who all have over 20 years of
experience in the field, with most having joined BCM Electronics since the early 2000s.

See important disclosures at the end of this report R"B’
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Board Of Directors

Datin Normaliza binti Kairon, Independent Non-Executive Chairperson. Normaliza
graduated with a Bachelor of Accounting from Universiti Malaya in 1995, and later obtained
her MBA (majoring in Finance) from Open University Malaysia in 2006. She is a chartered
accountant (Malaysia) and a member of CPA Australia since 1998 and 2014. Her corporate
experience includes her involvement in the financial and corporate reporting of Edaran
Otomobil Nasional, and the transformation initiatives at Malayan Banking Berhad and
Proton Holdings.

Loh Hock Chiang, Executive Director and Group CEO. Loh is responsible for overseeing
the overall operational function of the group. He graduated with an honours degree in
Management Studies from University of Waikato, New Zealand, in Apr 1992. He has been
a member of the New Zealand Institute of Chartered Accountants since Nov 1995 and, in
Dec 2014, he became a chartered accountant with Chartered Accountants Australia and
New Zealand after the amalgamation of the Institute of Chartered Accountants in Australia
and the New Zealand Institute of Chartered Accountants. He has been a registered
accountant with the Malaysian Institute of Accountants (MIA) since Oct 1996, and a
chartered accountant (Malaysia) (CA(M)) of the MIA since Jun 2001.

Tan Chong Hin, Executive Director and Group CFO. Tan graduated with First Class
Honours in Bachelor of Engineering (Electronic Engineering) from University of Hull as a
Wilberforce Scholar in 1998, and completed his postgraduate diploma in Economics at
University of Cambridge as a Chevening Scholar in 1999. He spent over 20 years working
for various financial services institutions in London, Kuala Lumpur and Singapore
specialising in real estate, corporate finance and advisory services.

Nor Shahmir bin Nor Shahid, Independent Non-Executive Director. Nor Shahmir
graduated from the International Islamic University Malaysia in Jul 1995 and obtained his
Bachelor of Accounting in Aug 1995. He has been a member of the MIA as a chartered
accountant since Apr 2018. He has 23 years of experience in cross-border banking, financial
advisory, international and regional project finance, corporate finance, islamic debt capital
market, syndications and investment banking where he held various senior management
positions in development banks, investment banks and commercial banks.

Yee Swee Meng, Independent Non-Executive Director. He graduated with a Bachelor of
Arts in Economics from University of Guelph, Canada in Feb 1984. He has been a fellow
member of CPA Australia since May 2019 and obtained the recognition as a certified
practising accountant Australia in August 2017. He is a CA(M) and a member of the MIA
since Mar 2018. He is also a member of the ASEAN Chartered Professional Accountants
Coordinating Committee since Aug 2018.

Dato’ F’ng Meow Cheng, Independent Non-Executive Director. F’'ng graduated with a
Bachelor of Science in Business Administration from University of Southwestern Louisiana
in May 1991 and obtained her Master of Management from the Australian Institute of
Business in Nov 2016. She has been a member of the Malaysian Institute of Certified Public
Accountants and MIA since 1997 and 1998. She also sits on the boards of UWC and SNS
Network Technology.

Jamie Lee Hwe Ping, Non-Independent Non-Executive Director. Lee spent over 15
years working in various accountant roles in industries including petrochemical, personal
and healthcare, engineering, gift cards and most recently in asset financing. She graduated
from Central Queensland University with a Masters in Accounting. She has been a fellow
member of CPA Australia since 2011.

Jonathan Lee Ming Chian, Non-Independent Non-Executive Director (alternative to
Jamie Lee). Jonathan Lee graduated from University of Western Australia with a degree in
Mechatronics Engineering. He is a professional career engineer in Australia, spanning multi-
disciplinary fields primarily in the maritime industry, from mechanical and hydraulic
engineering, electrical and control systems engineering, and project engineering. His
projects have included systems for various commercial and military vessels including the
Independence Class Littoral Combat Ship and Spearhead Class Expeditionary Fast
Transport vessel for the US Navy, as well as patrol vessels for the Australian Border Force.
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Key Senior Management Team

Loh Hock Chiang, Executive Director and Group CEO. (Please refer to Board of
Directors for profile).

Tan Chong Hin, Executive Director and Group CFO. (Please refer to Board of Directors
for profile).

Lee Siang Tat, COO of BCM. Lee is responsible for overseeing the day-to-day operational
functions of the group. He has more than 25 years of experience in the electronics
manufacturing industry and is familiar with the various operational processes including
process and product engineering, equipment and maintenance engineering, cost
management, production, and operational quality. He obtained a Higher Diploma in
Electrical & Electronic Engineering from Workers Institute of Technologies in 1995.

Chong Kean Seong, Senior Director of Operations in BCM. Chong has overall
responsibility over engineering and production activities which include resources allocation,
production build schedule, product roll yield and production continuous improvement
activities. He has more than 20 years of experience in the manufacturing industry. He
graduated with a Diploma in Technology (Mechanical and Manufacturing Engineering) from
Tunku Abdul Rahman College in May 1996. He later received a Master of Science in
Manufacturing Systems Engineering from Queens University of Belfast, Northern Ireland in
Nov 1997.

Seah Chin Sen, Senior Director of Supply Chain Management in BCM. Seah is
responsible for overseeing supply chain management activities. He has more than 25 years
of experience in the manufacturing industry. He graduated with a Bachelor of Arts, with a
specialisation in Geography, from Universiti Sains Malaysia in Aug 1994.

Chieng Chee Boon, Senior Director of Quality Assurance and Manufacturing Planning
in BCM. Chieng is responsible for the plant-wide quality management system and
manufacturing planning department. He has more than 20 years of experience in the
manufacturing industry. He graduated with a Bachelor of Science from University of South
Alabama, the US in Dec 1996.

Khoo Boo Eng, Director of Business Development in BCM. Khoo is responsible for
pursuing new business leads for the growth of the business. He has more than 30 years of
experience in manufacturing. He graduated with a Bachelor of Engineering from Universiti
Malaya in Aug 1985.

Valli Kumaran a/l Ramachandran, Director of Finance and Information Technology in
BCM. Valli Kumaran is responsible for managing the finance and IT functions of the group,
which include financial planning and review, cash flow management, financial reporting, and
overseeing IT operations. He has more than 20 years of experience in accounting and
finance. He obtained a Bachelor of Business Administration from Universiti Utara Malaysia
in Jul 1997.

Hafiz bin Hashim, Director of Test Systems Engineering in BCM. Hafiz is responsible
for overseeing test systems engineering functions. He has more than 25 years of experience
in the manufacturing industry. He obtained a Certificate of Electronics and Computer
Technology from Ungku Omar Polytechnic in Jun 1992.

See important disclosures at the end of this report
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Key Risks

Supply chain disruptions. Any serious and prolonged global shortage of input materials
may lead to the loss of business opportunities and a delay in production. The group may be
exposed to price fluctuations in the cost of input materials, due to unavoidable time lags
between the time of commitment to customers and the subsequent purchase of such input
materials on the customers’ behalf.

Dependent on purchase orders from major customers for revenue and on the
agreement with semiconductor component customers for ongoing and future expansion
plans. Sales are secured by way of purchase orders from major customers from time to
time. ATech is dependent on purchase orders from and agreements with major customers
— and the loss of any of the major customers, if not replaced, may adversely affect the
financial condition and results of the operation. Major customers collectively accounted for
approximately 96.5% of revenue in FY22. In addition, its financial performance may be
adversely affected if major customers lose market share, undergo financial difficulties, or if
they are faced with an economic downturn which affects the demand for their products or
services. The group is also deemed as dependent on semiconductor component customers
for on-going and future expansion plans, mainly for semiconductor component
manufacturing.

Increase of labour costs and utility expenses. ATech has had higher electric tariff costs
since February. To mitigate this, the group is installing a roof-top solar system to save on
its electric cost. With the increase in the minimum wage rate since 1 May, it faced a
MYR360,000 increase in labour costs per month since May. The group also expects the
staff cost to increase in terms of productivity per staff, with the amendments to Employee
Act 1955 (which took effect on 1 Sep). To mitigate this risk, ATech is increasing automation
in its production lines to reduce the staff force. At the same time, the group is working hard
to pass through these additional costs to customers. Notwithstanding the incremental cost
of labour and utility, it strives to diversify its client portfolio and optimise production profit
margins.

Dependent on demand from and performance of the user-industries. The group faces
the risk of dependency on communications and loT products within the industrial electronics
sector. Hence, any downturn and/or decline in demand for communication and loT products
will adversely affect its business, financial condition, operational nhumbers and growth
prospects.
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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 (i)
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 may contain comments, estimates, projections, forecasts and expressions
of opinion relating to macroeconomic research published by RHB economists of which
should not be considered as investment ratings/advice and/or a recommendation by
such economists on any securities discussed in this report.

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
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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 Bank Berhad (through its
Singapore branch) which is an exempt capital markets services entity and an exempt
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad
(through its Singapore branch) 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 Bank Berhad (through its Singapore branch) accepts
legal responsibility for the contents of the report to such persons only to the extent
required by law. Singapore recipients should contact RHB Bank Berhad (through its
Singapore branch) in respect of any matter arising from or in connection with the report.

United States

This report was prepared by RHB is meant for distribution 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”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any 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 (via a registered U.S broker-dealer), nor shall be deemed as
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB
does not offer brokerage services to U.S. persons. Any order for the purchase or sale
of all securities discussed herein must be placed with and through a registered U.S.
broker-dealer as appointed by RHB from time to time as required by the Exchange Act
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S.
broker-dealer during the issuance of this report. 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 any 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, hold any
positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own
account or the account of its customers 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.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(through its Singapore branch), and the disclaimers above similarly apply.

Malaysia

Save as disclosed in the following link RHB Research conflict disclosures — Aug 2022

and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB’s staff or associated person serve as a director or board member*
of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHBIB did not receive compensation for investment banking or corporate finance
services from the subject company in the past 12 months.

5. RHBIB did not receive 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.

Thailand

Save as disclosed in the following link RHB Research conflict disclosures — Aug 2022

and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the securities
or other capital market products of the subject company(ies) covered in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive 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.

Indonesia

Save as disclosed in the following link RHB Research conflict disclosures — Aug 2022

and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to in
(a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking
or corporate finance services from the subject company in the past 12 months.

5. PT RHB Sekuritas Indonesia** did not receive 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:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research conflict disclosures — Aug 2022

and to the best of our knowledge, the Singapore Research department of RHB Bank

Berhad (through its Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.

2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its
analysts do not have a financial interest (including a shareholding of 1% or more)
in the issuer covered by the Singapore research analysts in this report.

3. RHB Bank Berhad'’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have
and have not within the last 12 months had any corporate finance advisory
relationship with the issuer covered by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.

5. RHB Bank Berhad’s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a collective
investment scheme covered by the Singapore research analysts in this report.

6. RHB Bank Berhad’'s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation on the issuer covered by the Singapore research analysts.

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 |
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(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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RHB Investment Bank Bhd
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BANGKOK

RHB Securities (Thailand) PCL
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98, North Sathorn Road, Silom

Bangrak, Bangkok 10500
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Fax :+66 2088 9799
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