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Impacted by O&G business

Recommendation: HOLD

Current Price: RM 4.15 Summary

Previous Target Price: RM 4.33 e Frontken’s 1HFY24 net profit at RM63.4m missed our expectations, primarily

Target Price: < RM4.33 due to sluggish results in Oil & _G_as (O&G? segment.

Upside/Downside: 4.3% e Looking _ahead, we hold a pOSItlve_ earmngs_grow?h outlook, supported by
expectations of volume and margin expansion with stronger orders from
customers and Plant 2 production ramp up.

Stock information o We downgraded our recommendation to HOLD with unchanged target price

Board MAIN of RM4.33 by pegging PE multiple of 35.0x to FY25F EPS of 12.5 sen.

Sector Semiconductors .

Bursa / Bloomberg Code 0128 / FRCB MK Results Review

Syariah Compliant Yes e Results review. 2QFY24 core net profit increased 4.4% yoy and 10.9% qoq to

FTSE4Good Index Yes RM33.3m, driven by sustained higher sales from semiconductor customers in

FTSE ESG Rating Sededr e Taiwan. Revenue for the quarter grew 6% yoy. An interim dividend of 1.7 sen per

) share for the quarter was declared.

Bloomberg ESG Rating ko

Shares issued (m) 1,582.1 , Results missed expectations. 1HFY24 core net profit accounts to 36% of our

Market Cap (RM’m) 6,565.9 full-year forecast of RM177m and 38% of the street's estimate of RM167m. The

52-Week Price Range (RM) 3.06-4.78 weaker-than-expected performance is primarily due to sluggish contribution from

Beta (x) 0.9 the Oil & Gas (O&G) segment.

Free float (%) 68.8 . . i ) ] ] ] ) ]

3M Average Volume (m) 43 o pperatlons Highlights. Taiwan semiconductor busme;s remalne<_j SO|I.C|, drl\_/en by

) increased Al demand. However, we observed a slight reduction in Taiwan’s
3M Average Value (RM'm) 185 operating margin, which fell -2% qoq, due to increased labor costs associated with

Top 3 Shareholders (%) a larger workforce. The O&G business was impacted by lower sales, sI'ump.ing 33%

SAZ7LE CLEAN LTD o1 goq, due _to delays in budget approvals from cu.stomers Iand thfe part|al. disruption
at the Kulim plant. Restoration process at the Kulim plant is ongoing and is expected

Employees Provident Fund Board 11.1 to return to full operational capacity by mid-September 2024.

AIA Bhd 3.8

e Industry Highlights. Global semiconductor sales in 2Q24 increased 18.2% yoy

Share Price Performance and 6.5% qogq, primarily driven by strong demand for Al-related chips.

160 160 e Outlook. Moving into 2H24, we expect better performance, driven by seasonality
140 140 and ramp-up of productivity from Plant 2. Frontken is well-positioned to benefit
120 120 from the anticipated global recovery in the E&E sector in 2025 and sustained

A — demand for Al chips. Additionally, key Taiwanese clients are expected to begin
i N N 10 ramping up production of advanced 2nm chips in 2Q2025, which bodes well for
80 80 Frontken’s topline and margins following the more complexity in processes involved.

Date Oct-23 Dec-23 Mar-24 May-24 Jul-24

freb M Eauity FEHILC Tndex « Valuation. Revised our FY24F earnings forecasts downward by -13% to account

1M 3M 12M for a lower margin in O&G segment as well the Taiwan subsidiary. We introduced
FY26F core net profit at RM206.2m, with low single-digit growth as capacity
utilisation nears peak following the stronger growth expected to record in FY25F.
Consequently, we have downgraded our rating to HOLD, with an unchanged target
price of RM4.33 by pegging PE multiple of 35.0x to FY25F EPS of 12.5 sen.

Absolute (%) -9.6 -3.3 20.3
Relative (%) 9.2 -3.7 87

¢ Risk. Slower than expected recovery in consumer electronic demand. External
headwinds including geopolitical tensions and global monetary policy uncertainty.
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Figure 1: Results Comparison
FYE Dec (RM m) 2QFY24 2QFY23 z,?oY) 1QFY24 ?;;3 6MFY23 6MFY24 Z,ZY) 5 Quarters Trend Comments
Revenue 134.9 121.2 11.4 140.5 (4.0) 235.1 275.4 171 —+———"""""* [lower qgog affected by O&G due to
Operating income 48.3 45.5 6.0 49.8 (3.0) 83.4 98.0 17.6 —*———"""""inabilty to bil the complketed jobs from
Pre-tax profit 46.4 44.3 47 50.3 7.7) 79.4 96.7 21.7  e——e— """ the fire accident at Kulum facilty
Net profit 36.5 35.0 4.3 33.4 9.1 61.1 69.9 144
Core net profit 33.3 31.9 4.4 30.1 10.9 55.5 63.4 14.2 e ——"
Core EPS (sen) 2.1 2.0 4.4 1.9 10.9 3.5 4.0 142 te—————"
Lower qoq ETR due to a preceding
quarter of withholding tax (RM3.4m)
Operating margin (%) 35.8 37.6 35.4 35.5 35.6 —
PBT margin (%) 34.4 36.6 35.8 33.8 35.1 ——
Core PATMI margin (%) 24.7 26.3 21.4 23.6 23.0 ———
Source: Company, Apex Securities
Financial Highlights
Income Statement Balance Sheet
FYE Dec (RM m) FY22 FY23 FY24F FY25F FY26F FYE Dec (RM m) FY22 FY23 FY24F FY25F FY26F
Revenue 517.3 500.1 6543 8009 8384 Cash 317.4 402.0 473.5 555.0 630.8
EBITDA 185.1 178.6 229.0 296.3 310.2  Receivables 124.1 125.6 163.6 200.2 209.6
Depreciation & Amortisation -17.6 -20.2 -21.6 -25.7 -27.2 Inventories 21.3 22.6 30.1 38.4 40.2
EBIT 167.5 1583 207.4 270.7 283.0  Other current assets 42.9 30.8 383 45.9 50.1
Net Finance Income/ (Cost) -0.8 -1.1 -0.9 -0.9 -0.9  Total Current Assets 505.6 581.1 705.5 839.6 930.7
Other Operating Income 8.1 9.8 5.0 5.0 5.0 Fixed Assets 229.3 216.1 216.4 256.6 272.4
Pre-tax Profit 174.8 167.1 2114 274.7 287.0 Intangibles 33.7 33.7 33.7 33.7 33.7
Tax -39.6 -42.7 -49.1 -65.9 -68.9 Other non-current assets 37.2 31.2 40.3 49.3 84.9
Profit After Tax 135.2 124.3 162.4 208.8 218.2 Total Non-current assets 300.1 281.0 2904 339.6 391.0
Minority Interest 11.9 12.4 8.9 11.5 12.0 Short-term Debt 19.7 6.4 6.5 8.0 16.8
Net Profit 123.3 112.0 153.5 197.3 206.2 Payables 27.7 24.1 30.8 36.0 37.7
Exceptionals 0.0 0.0 0.0 0.0 0.0 Other Current Liabilities 138.5 151.3 191.8 230.1 246.3
Core Net Profit 123.3 112.0 153.5 197.3 206.2 Total Current Liabilities 185.9 181.8 229.1 274.1 300.8
Long-term Debt 0.0 0.0 0.0 0.0 0.0
Other non-current liabilities 32.0 24.5 37.3 56.9 49.0
Key Ratios Total Non-current Liabilities 32.0 24.5 37.3 56.9 49.0
FYE Dec (RM m) FY22 FY23  FY24F FY25F FY26F  Shareholder's equity 548.5 604.4 688.8 807.2 930.9
EBITDA margin 36% 36% 35% 37% 37% Minority interest 39.5 40.0 40.6 41.0 41.0
EBIT margin 32% 32% 32% 34% 34%  Equity 587.9 6444 729.4 848.2 971.9
PBT margin 34% 33% 32% 34% 34%
PAT margin 26% 25% 25% 26% 26% Cash Aow
NP margin 24% 22% 23% 25% 25%  FYE Dec (RM m) FY22 FY23  FY24F  FY25F  FY26F
Core NP margin 24% 22% 23% 25% 25% Pre-tax Profit 174.8 167.1 211.4 274.7 287.0
ROE 21% 17% 21% 23% 21%  Depreciation & amortisation 17.6 21.6 21.6 25.7 27.2
ROA 41% 40% 53% 58% 53% Changes in working capital -16.3 11.2 -9.9 -12.6 3.5
Net gearing Net Cash Net Cash Net Cash Net Cash Net Cash Others -32.8 -37.1 -40.6 -44.6 -48.9
Operating cash flow 143.3 162.8 182.5 243.2 268.8
Net capex -52.6 -34.8 -21.4 14.6 -11.4
Others -7.3 -6.3 -6.0 -6.5 -6.3
Investing cash flow -59.9 -41.1 -27.3 8.1 -17.7
Dividends paid -64.4 -56.0 -69.1 -78.9 -82.5
Valuations FY25F Others 13.8 34.1 -13.3 -89.0 -91.8
Core EPS (RM) 0.125 Financing cash flow -50.6 -21.8 -824 -167.9 -174.3
P/E multiple (x) 35 Net cash flow 33.5 99.9 72.8 83.4 76.8
Fair Value (RM) 4.33 Forex -8.5 -7.0 2.3 2.1 2.1
Source: Company, Apex Securities Others 0.0 0.0 0.0 0.0 0.0
Beginning cash 302.4 327.4 420.3 495.4 580.9
Ending cash 327.4 4203 4954 580.9 659.9
Fixed deposit cannot classify as cash equivalent 15.1 18.3 21.9 25.9 29.1
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Head Office: Head Office: Head Office:

5th Floor Menara UAC, 12, Jalan PJU 7/5, Kong Ming Ming (ext 2002) Kenneth Leong (ext 2093)

Mutiara Damansara, Lee Chen Ming (ext 2029) Steven Chong (ext 2068)

47800 Petaling Jaya, Shirley Chang (ext 2026) Jayden Tan (ext 2069)

Selangor Darul Ehsan, Malaysia Ahmad Mujib (ext 2028) Chelsea Chew (ext 2070)
Azfar Bin Abdul Aziz (ext 2031) Tan Sue Wen (ext 2095)

General Line: (603) 7890 8899 Aizzat Bin Mohd Daud (ext 2030)

Petaling Jaya Office: Institutional Dealing Team:

16th Floor, Menara Choy Fook Onn, Low Jin Wu (ext 2109)

No.1B Jalan Yong Shook Lin,
46050 Petaling Jaya,
Selangor Darul Ehsan, Malaysia
PJ Office:
General Line: (603) 7620 1118 General Line: (603) 7620 1118

RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS

BUY: Total returns* are expected to exceed 10% within the next 12 months.

HOLD: Total returns* are expected to be within +10% to — 10% within the next 12 months.
SELL: Total returns* are expected to be below -10% within the next 12 months.

TRADING BUY: Total returns* are expected to exceed 10% within the next 3 months.
TRADING SELL: Total returns* are expected to be below -10% within the next 3 months.
*Capital gain + dividend yield

SECTOR RECOMMENDATIONS

OVERWEIGHT: The industry defined by the analyst is expected to exceed 10% within the next 12 months.
NEUTRAL: The industry defined by the analyst is expected to be within +10% to — 10% within the next 12 months.
UNDERWEIGHT: The industry defined by the analyst, is expected to be below -10% within the next 12 months.

DISCLAIMER

Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise
without the prior written consent of Apex Securities Berhad. The opinions and information contained herein are based on
available data believed to be reliable. It is not to be construed as an offer, invitation or solicitation to buy or sell the
securities covered by this report.

Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily
reflect the opinion of Apex Securities Berhad and are subject to change without notice. Apex Securities Berhad has no
obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter
stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate.

All analyst(s) names appear in the front page, whom prepared this report, does not have any interest in the following
securities covered in this report.

Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance
upon such statement by anyone shall give rise to any claim whatsoever against Apex Securities Berhad. Apex Securities
Berhad may from time to time have an interest in the company mentioned by this report. This report may not be
reproduced, copied or circulated without the prior written approval of Apex Securities Berhad.




