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OUTPERFORM ↔ 
Price : RM2.82  

Target Price : RM4.10 ↑ 

 

12 July 2022 

P.I.E. Industrial 
Factories Humming 
By Samuel Tan l samueltan@kenanga.com.my 

Despite  recent  softness  in  the  decentralised  finance (DeFi) 

space,  orders  for  ASIC  hardware  from  its new  Chinese 

customer as  well  as  other  products  from  its  customer  base 

have remained robust. This is attributable to PIE being in the 

sweet  spot  as  (i)  the  ASIC  hardware  customer  is  pushed  to 

relocate  out  from  China,  (ii)  PIE  is  the  preferred  vendor  in 

Malaysia  that  can  handle  the  manufacturing  complexity 

required, and  (iii)  PIE  is  able  to  leverage  on  the  purchasing 

power of its parent company, Foxconn to ensure component 

supply. Maintain OUTPERFORM with a higher TP of RM4.10. 

Key takeaways from our recent meeting are presented below. 

 1. We learnt that orders from its newly secured Chinese customer 

 (relating  to ASIC  hardware) remain robust as  we  observed 

 buzzing  manufacturing lines with  highly  dense  workstation 

 arrangement during our visit. Being pushed to relocate out from 

 China and identifying PIE as the preferred local vendor that has 

 the  capability  to handle  such  complex  manufacturing 

 requirements explains  the  strong  order  pipeline  despite  the 

 temporarily dampened sentiment in the DeFi space. After taking 

 back a previously leased out factory (120k sq ft) in April 2022, 

 PIE has started occupying a small area for incremental orders 

 while  the remaining space  is  undergoing  minor  renovations 

 which will be ready by 3QFY22. 

 2. Against the backdrop of rising inflation and the general market 

 fear of corporates facing margin compression, we take comfort 

 in  knowing  that  PIE  will  still  be  able  to  maintain  or  even 

 potentially grow  its  margins  as  the  group  is  fortunately  able  to 

 leverage  on  Foxconn’s purchasing  power  and  engineering 

 expertise  in  streamlining  its  operation  to  reduce  waste  and 

 improve yield. 

 3. Another positive development is the approval for foreign worker 

 recruitment. While only receiving approval for a couple hundred 

 workers (vs. application for 1,000 workers), the group believes 

 that this would be sufficient to fuel its growth plan for FY22 and 

 FY23. We understand that this is a common allocation practice 

 as  that  many  EMS  companies  also received  lower  number  of 

 workers  than  requested.  PIE  will  conduct  the  recruitment  in 

 batches and complete the entire process by August. 

 We maintain our FY22F and FY23F earnings forecasts of RM77.8m 

 and RM86.9m, respectively. 

 Maintain  OUTPERFORM with  a higher Target  Price  of  RM4.10

 (previously  RM3.70) as  we  roll  over  our  earnings  base  year  to  FY23F 

 pegged to an unchanged PER of 18x. Our valuation represents a slight 

 premium  to  peers’ forward average of  16.5x,  justified  by  its strong 

 clientele  which  allows  for  margin expansion  despite  an  inflationary 

 environment. 

Risks  to  our  call  include:  (i)  lower-than-expected  sales,  (ii)  loss  of 

orders from its key customers, and (iii) adverse currency translations.

 

Share Price Performance 

 
KLCI 1,533.35 
YTD KLCI chg -9.0% 
YTD stock price chg -25.3% 

  
Stock Information 

Shariah Compliant Yes 
Bloomberg Ticker PIE MK Equity 
Market Cap (RM m) 1,083.0 
Shares Outstanding 384.0 
52-week range (H) 4.25 
52-week range (L) 2.16 
3-mth avg daily vol: 547,850 
Free Float 34% 
Beta 0.5 

 
Major Shareholders 

Pan Global Holding Co Ltd 51.4% 
Employees Provident Fund 4.2% 
Mak Tian Meng 3.3% 

 
Summary Earnings Table 

FY Dec (RM‘m) 2021A 2022F 2023F 

Turnover 1025.2 1213.2 1357.2 
EBITDA 92.8 120.1 132.0 
PBT 74.7 97.2 108.6 
Net Profit (NP) 60.7 77.8 86.9 
Core NP 60.7 77.8 86.9 
Consensus (NP) n.a 75.4 84.8 
Erngs Revision (%) n.a 0.0 0.0 
Core EPS (sen) 15.8 20.3 22.6 
BV/Share (RM) 1.3 1.5 1.7 
PER (x) 17.8 13.9 12.5 
Price/BV (x) 2.1 1.8 1.7 
Net Gearing (x) 0.0 0.0 0.0 
NDPS (sen) 0.0 7.0 7.0 
Dividend Yield (%) 0.0 2.5 2.5 
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 Income Statement  Financial Data & Ratios 

FY Dec (RM m) 2019A 2020A 2021F 2022F 2023F  FY Dec  2019A 2020A 2021F 2022F 2023F 

Revenue 659.3 686.4 1,025.2 1,213.2 1,357.2  Growth      

EBITDA 65.5 74.5 92.8 120.1 132.0  Turnover  -0.3% 4.1% 49.4% 18.3% 11.9% 

Depre & Amort. -16.1 -17.8 -18.4 -23.2 -23.9  EBITDA  -6.7% 13.7% 24.6% 29.4% 10.0% 

Operating Profit 49.4 56.6 74.4 96.8 108.1  Operating Profit  -10.2% 14.7% 31.4% 30.1% 11.6% 

Interest Exp -0.6 0.0 -0.3 -0.4 -0.5  PBT  -9.8% 13.4% 31.9% 30.2% 11.7% 

Associate  0.0 0.0 0.0 0.0 0.0  Adj Net Profit  -3.9% 12.0% 33.1% 28.2% 11.7% 

PBT 50.0 56.6 74.7 97.2 108.6             

Taxation -9.2 -11.0 -14.0 -19.4 -21.7  Profitability           

Minority Interest 0.0 0.0 1.0 2.0 3.0  EBITDA Margin  9.9% 10.8% 9.1% 9.9% 9.7% 

PATAMI 40.7 45.6 60.7 77.8 86.9  Operating Margin 7.5% 8.3% 7.3% 8.0% 8.0% 

Core PATAMI 40.7 45.6 60.7 77.8 86.9  PBT Margin  7.6% 8.3% 7.3% 8.0% 8.0% 

       Core Net Margin  6.2% 6.6% 5.9% 6.4% 6.4% 

Balance Sheet      Effective Tax Rate 28% 18.5% 19.5% 18.8% 20.0% 

FY Dec (RM m) 2019A 2020A 2021F 2022F 2023F  ROA  7.5% 6.9% 7.3% 8.0% 8.0% 

Fixed Assets 74.4 85.4 131.6 137.4 141.4  ROE 9.0% 9.5% 11.7% 13.1% 13.3% 

Int Assets 1.7 1.7 1.7 1.7 1.7             

Other FA 51.3 54.4 55.1 55.1 55.1  DuPont Analysis           

Inventories 106.5 163.9 300.9 352.8 395.4  Net Margin (%) 6.2% 6.6% 5.9% 6.4% 6.4% 

Receivables 129.8 206.9 256.1 303.1 339.0  Assets Turnov (x) 1.2 1.0 1.2 1.3 1.2 

Other CA 10.9 0.3 3.0 3.0 3.0  Lvg Factor (x) 1.2 1.4 1.6 1.6 1.7 

Cash 167.4 150.9 78.3 116.4 152.8  ROE (%) 9.0% 9.5% 11.7% 13.1% 13.3% 

Total Assets 542.0 663.6 826.7 969.4 1,088.5        

            Leverage           

Payables 80.3 149.0 229.4 268.9 301.4  Debt/Asset (x) 0.0 0.0 0.1 0.1 0.1 

ST Borrowings 0.0 28.3 71.5 101.5 132.5  Debt/Equity (x) 0.0 0.1 0.1 0.2 0.2 

Other ST Liab 4.0 2.5 1.6 -3.0 -7.4  Net Dbt/Equity (x) -162.9 -117.9 0.6 -7.6 -13.0 

LT Borrowings 0.0 1.5 0.0 0.0 0.0        

Other LT Liab. 4.4 4.7 7.3 7.3 7.3  Valuations      

Net Assets 453.3 477.6 516.8 594.6 654.6  Core EPS (sen) 10.6 11.9 15.8 20.3 22.6 

            DPS (sen) 5.0 5.0 0.0 7.0 7.0 

Shr. Equity 451.9 477.6 516.8 594.6 654.6  BVPS (RM) 1.2 1.2 1.3 1.5 1.7 

Minority Interest 0.0 0.0 1.0 2.0 3.0  PER (x) 26.6 23.8 17.8 13.9 12.5 

Total Equity 451.9 477.6 516.8 594.6 654.6  Div. Yield (%) 1.8 1.8 0.0 2.5 2.5 

       P/BV (x) 2.4 2.3 2.1 1.8 1.7 

FY Dec (RM m) 2019A 2020A 2021F 2022F 2023F        

Operating CF 93.6 -3.4 -26.1 37.2 60.3        

Investing CF -5.9 -25.4 -59.4 -29.0 -28.0        

Financing CF -55.4 9.0 22.2 30.0 4.1        

Change In Cash 32.3 -19.8 -63.3 38.2 36.4        

        

Source: Kenanga Research        
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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 3.70 4,577.4 Y 12/2022 28.0% 15.3% 34.0% 15.5% 41.4 30.9 26.8 6.0 5.1 17.1% 0.5% 4.50 OP 
GHL SYSTEMS BHD 1.12 1,278.5 Y 12/2022 22.7% 7.0% 22.1% 13.9% 61.7 50.5 44.4 3.4 3.2 6.3% 0.0% 1.40 MP 
INARI AMERTRON BHD 2.67 9,899.5 Y 06/2022 22.5% 7.0% 20.7% 7.1% 26.0 24.2 22.6 6.3 3.9 15.9% 3.7% 3.30 OP 
JHM CONSOLIDATION BHD 1.11 618.9 Y 12/2022 10.7% 15.2% 38.6% 15.8% 25.9 18.7 16.1 2.8 2.4 12.6% 0.4% 1.40 MP 
KELINGTON GROUP BHD 1.14 733.0 Y 12/2022 59.6% 1.7% 38.9% 1.8% 22.8 16.7 16.4 3.8 3.2 19.4% 1.5% 1.90 OP 
KESM INDUSTRIES BHD 6.30 271.0 Y 07/2022 -0.2% 4.6% -54.3% 294% 84.6 185.0 46.9 0.9 1.0 1.1% 0.7% 7.50 MP 
MALAYSIAN PACIFIC INDUSTRIES 
BHD 28.20 5,608.9 

Y 06/2022 18.0% 6.0% 19.4% 5.5% 22.6 19.0 18.0 4.4 3.8 16.6% 1.1% 32.90 OP 

P.I.E. INDUSTRIAL BHD 2.82 1,083.0 Y 12/2022 18.3% 11.9% 28.2% 11.7% 17.8 13.9 12.5 2.1 1.8 13.1% 2.5% 4.10 OP 

SKP RESOURCES BHD 1.50 2,343.5 Y 03/2023 17.3% 7.7% 27.5% 6.3% 13.6 12.8 11.9 2.9 2.6 20.0% 3.9% 2.10 OP 
UNISEM (M) BHD 2.26 3,645.6 Y 12/2022 14.0% 10.0% 22.1% 11.3% 23.9 19.6 176 2.2 2.0 10.4% 2.0% 3.75 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. 
 

Published and printed by: 
 
KENANGA INVESTMENT BANK BERHAD (15678-H)  
Level 12, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia   
Telephone: (603) 2172 0880   Website: www.kenanga.com.my   E-mail: research@kenanga.com.my  
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