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R eco mmendat io n:

Current  Pr ice:

Previous Target  Pr ice:

Target  Pr ice: RM 2.69

Capit al Upside/ Downside:

Dividend Yield (%): 0.3%

Tot a l  Upsi de / Downsi de : 

Sto ck info rmat io n

Board

Sect or

Bursa /  Bloomberg Code

Syariah Compliant

ESG Rat ing

Shares issued (m)

Market  Cap (RM’ m)

52-Week Pr ice Range (RM)

Bet a (x)

Free f loat  (%)

3M Average Volume (m)

3M Average Value (RM’ m)

T o p 3 Shareho lders ( %)

Share P rice P erfo rmance

1M 3 M 12 M

Absolut e (% ) 46.0 77.5 70.8

Relat ive (% ) 51.9 76.9 54.5

Earnings summary

FYE ( De c ) FY2 5 FY2 6 F FY2 7 F

Revenue (RM'm) 1087.2 1631.8 2640.1

PATAMI  (RM'm) 84.1 108.0 173.9

CNP  (RM'm) 73.3 108.0 173.9

EPS - core (sen) 7.8 11.5 18.6

P/ E (x) 23.0 15.6 9.7

Source: Company, Apex Secur it ies
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EG Industries Berhad 

Multi-Vertical Pipeline Deepens; 1.6T Next  

• PG2 Locked In: First floor fully occupied at 80% utilisation with 800G yields stepping up to 
80% (from c.50% in 2QFY26). Second floor cleanroom on track for end-August 2026 with a 
new customer secured pending announcement. The RM949m PO from Customer C 
underwrites a strong 4QFY26 and FY27 visibility. 

• Multi-Vertical Pipeline Broadening: Plot 36 floors 1-2 booked for network switches (c.4x Plot 
101 capacity), with floors 3-4 in active negotiation under the same co-funded model. 1.6T in 
NPI with mass production targeted by end-2026. AEC/DAC mass production by end-FY26 
and Thailand ramp from FY27 anchor a broadening growth platform uncorrelated to the 
consumer electronics cycle. 

• Valuation and Recommendation. Maintain BUY with unchanged TP of RM2.69, based on 
14.5x FY27F EPS of 18.6 sen. EG trades at 9.7x FY27F PE, undemanding for a 40% three-year 
EPS CAGR, ahead-of-schedule hyperscaler capacity lock-in, and successful transition into 
a high-margin photonics and full-stack network solutions provider. 
 

We came away from EG Industries 3QFY26 results briefing with the following takeaways: 
 
Results Recap. 3QFY26 core net profit of RM23.0m (+33% YoY, -11% QoQ) brings 9MFY26 to 
RM72.3m (+25% YoY), tracking at 67% of our full-year forecast and in line given the well-flagged 
soft 3Q on fewer effective working days from CNY and Hari Raya. Revenue declined 21% QoQ to 
RM301.6m, but core earnings grew 33% YoY on margin expansion, with EBITDA margin at 15% 
(3QFY25: 11%) and core net margin at 8% (3QFY25: 6%), reflecting the favourable 800G/400G 
mix shift to c.70:30, improved PG2 yields, and better operating leverage at 70-75% utilisation 
during the quarter. The RM949m PO from Customer C announced in May 2026 underwrites a 
strong 4QFY26 and provides extraordinary earnings visibility through FY27. 
 
PG2 Batu Kawan Plant. The first floor is fully occupied and running at 80% utilisation following the 
recent PO announcement, with the residual 10%/10% reserved for customer ramp-up and routine 
maintenance respectively. Second floor cleanroom renovations are progressing on schedule with 
completion targeted by end-August 2026. The second floor will commence with 800G production 
but is being configured to support 1.6T migration, with customers co-funding the incremental 
equipment investment required for the more demanding 1.6T toolset. Management indicated that 
a new customer has already been secured for the second floor, with a formal announcement 
pending. 
 
Optical Modules. Production mix has decisively shifted to 800G, with the legacy 100G and 200G 
lines effectively phased out. 800G yields have improved further to 80% (from c.50% in 2QFY26), 
supporting margin expansion. 1.6T remains in NPI phase with yields tracking below 50%, 
consistent with the maturity gap between the two product nodes. Management is actively 
qualifying 1.6T with customers ahead of mass production targeted by end of this year, positioning 
EG ahead of the next hyperscaler migration cycle. Customer C is expected to continue topping up 
against the RM949m PO once second floor capacity becomes available, with management 
confident of incremental volume commitments. Several other customers have already passed 
qualification, with additional onboarding announcements expected in the coming months. 
 
Network Switches and Plot 36 Sungai Petani. Plot 36 first and second floors have been booked 
by a single customer for network switch production, with completion expected by early 2027 and 
revenue contribution from FY27. Plot 36 has c.4x the network switch production capacity of the 
existing Plot 101 facility, implying total run-rate revenue potential of c.RM350m at full utilisation 
(versus Plot 101's FY25 network switch revenue of c.RM88m, or 8% of FY25 group revenue of 
RM1.1bn). Floors 1 and 2 alone could contribute c.RM176m in revenue and c.RM12m in PATAMI 
at full ramp, assuming the group blended net margin of 6.6%. Third and fourth floors remain in 
active customer negotiation, with management confident on securing tenants under the same co-
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      funded equipment model deployed at PG2; if secured, these floors could deliver an additional 

c.RM176m revenue and c.RM12m PATAMI at the same blended margin, taking total Plot 36 
contribution to c.RM350m revenue and c.RM23m PATAMI at full ramp. 
 
AEC/DAC. EG is also building out internet cable and AEC/DAC capability for other strategic 
accounts, broadening its value proposition into a one-stop full-stack network solutions provider. 
Today's volumes reflect a small initial ramp-up. Mass production is targeted by end-FY26 pending 
further machinery deliveries, with AEC/DAC on track to become a meaningful earnings contributor 
from FY27 onwards alongside optical modules. 
 
Thailand Expansion. The Prachinburi facility remains on track for end-2026 completion, with 
anchor customers already secured for the initial production run. Production ramp will commence 
in FY27, with the recent equity uplift in NDR providing the operational platform for the planned EV, 
energy storage, and DC power device pipeline. Management reiterated that the Thailand build-out 
was customer-driven, with strategic accounts preferring a purpose-built facility to meet their audit 
and operational standards. The Thailand acquisition is the enabler for these customer 
commitments. 
 
Margins and China+1 Tailwinds. Gross margins are now tracking in the double digits, reflecting 
the favourable product mix shift towards 800G and improving yields. Most input components were 
fixed-price arrangements contracted with customers in the prior year, providing meaningful 
insulation against current cost inflation cycles. China+1 diversification continues to support new 
customer onboarding momentum, with management noting that several incremental customers 
have already qualified and additional announcements are in the pipeline.  
 
Outlook: 4QFY26 near-term: Management guided for a strong sequential rebound, driven by: (i) 
full ramp of PG2 first floor at 80% utilisation with 800G yields at 80% (from c.50% in 2QFY26); (ii) 
initial revenue recognition from the RM949m PO from Customer C; (iii) decisive product mix shift 
toward 800G with legacy 100G/200G lines phased out; and (iv) double-digit gross margins 
supported by the higher-value mix and fixed-price input contracts. FY27 step-change: Material 
earnings step-up expected in FY27, anchored by: (i) PG2 second floor commencing 800G 
production from end-August 2026 with a new customer secured pending formal announcement; 
(ii) 1.6T mass production targeted by end-2026 once yields cross the commercial threshold; (iii) 
AEC/DAC mass production at Sungai Petani by end-FY26; (iv) Plot 36 first and second floors 
commencing network switch production for an anchor customer and (v) Thailand Prachinburi 
production ramp for EV, energy storage, and DC power device customers already secured. FY27–
28 multi-vertical growth: AEC/DAC, Plot 36 network switches, and Thailand's EV/energy platform 
add growth verticals largely uncorrelated to the consumer electronics cycle, broadening EG's 
addressable market well beyond traditional EMS, with China+1 diversification continuing to 
underpin customer onboarding momentum. 
 
Forecast. No changes to FY26F/FY27F/FY28F. Core earnings forecasts remain RM108.0m / 
RM173.9m / RM203.1m, implying a 3-year EPS CAGR of 40%. Double-digit gross margin guidance, 
new customer announcements, Plot 36 floors 3 and 4 contracting, and Thailand NDR 
consolidation remain upside catalysts that we have yet to incorporate. Key upside risks include 
faster 1.6T qualification, earlier Plot 36 ramp, and stronger AEC/DAC volumes. 
 
Valuation and Recommendation. Maintain BUY with an unchanged TP of RM2.69, based on 14.5x 
FY27F EPS of 18.6 sen. EG trades at 9.7x FY27F PE, which we view as undemanding for a company 
delivering a 40% three-year EPS CAGR, locking in hyperscaler capacity ahead of schedule, and 
successfully transitioning into a high-margin photonics and full-stack network solutions provider. 
Re-rating potential remains significant as the second floor ramp, new customer announcement, 
Plot 36 floors 3 and 4 contracting, and AEC/DAC mass production become visible through FY27. 
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Earnings Summary

F YE Jun (R M  m) F Y24 F Y25 F Y26F F Y27F F Y28F

Revenue 1144.2 1087.2 1631.8 2640.1 2959.9

EBITDA 120.4 169.1 201.5 276.3 308.4

Pre-tax profit 49.7 80.4 109.4 180.2 210.6

Net profit 49.7 84.1 108.0 173.9 203.1

Core net profit 56.1 73.3 108.0 173.9 203.1

Core EPS (sen)  6.0 7.8 11.5 18.6 21.7

P/E (x) 29.9 23.0 15.6 9.7 8.3

P/B (x) 2.7 2.5 2.3 1.9 1.6

EV/EBITDA (x) 18.1 12.9 10.9 7.8 6.6

Dividend Yield (% ) 0.6% 0.3% 0.3% 0.3% 0.3%

Net Gearing (% ) 0.9 0.8 0.7 0.5 0.3

Source: Company, Apex Securit ies  
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      Financial Highlights

I nc ome  S t a t e me nt Ba l a nc e  S he e t

FYE J un ( RM  m) FY2 4 FY2 5 FY2 6 F FY2 7 F FY2 8 F FYE J un ( RM  m) FY2 4 FY2 5 FY2 6 F FY2 7 F FY2 8 F

Re v e nue 114 4 . 2 10 8 7 . 2 16 3 1. 8 2 6 4 0 . 1 2 9 5 9 . 9 Cash & cash equivalent 89.2 97.3 169.3 164.3 228.7

EBI TDA 12 0 . 4 16 9 . 1 2 0 1. 5 2 7 6 . 3 3 0 8 . 4 Receivables 327.7 197.0 295.7 478.4 536.3

EBI T 7 8 . 2 115 . 9 14 7 . 8 2 2 3 . 8 2 5 1. 6 Invent or ies 520.6 615.9 741.6 947.2 1061.9

P BT 4 9 . 7 8 0 . 4 10 9 . 4 18 0 . 2 2 10 . 6 Ot her current  asset s 1.6 1.3 1.2 1.3 1.3

Tax -0.7 -2.7 -6.3 -10.8 -12.6 Tot a l  Cur r e nt  Asse t s 9 3 9 . 1 9 11. 5 12 0 7 . 8 15 9 1. 1 18 2 8 . 2

P r of i t  A f t e r  Ta x 4 9 . 0 7 7 . 7 10 3 . 0 16 9 . 4 19 8 . 0 PPE 503.1 537.2 583.5 631.0 624.2

Minorit y Int erest -0.7 -6.4 -5.0 -4.5 -5.1 Invest ment  propert ies 14.7 12.5 12.5 12.5 12.5

Ne t  P r of i t 4 9 . 7 8 4 . 1 10 8 . 0 17 3 . 9 2 0 3 . 1 Ot her non-current  asset s 80.0 99.6 99.6 99.6 99.6

Except ionals 6.4 -10.7 0.0 0.0 0.0 Tot a l  Non- c ur r e nt  a sse t s 5 9 7 . 8 6 4 9 . 4 6 9 5 . 7 7 4 3 . 2 7 3 6 . 4

Cor e  Ne t  P r of i t 5 6 . 1 7 3 . 3 10 8 . 0 17 3 . 9 2 0 3 . 1 Short - t erm Debt 440.8 452.5 460.5 420.5 360.5

Payables 409.0 331.0 495.3 801.3 898.4

Ot her Current  Liabilit ies 7.7 10.8 10.8 10.8 10.8

Tot a l  Cur r e nt  Li a bi l i t i e s 8 5 7 . 4 7 9 4 . 3 9 6 6 . 6 12 3 2 . 7 12 6 9 . 7

Ke y  Ra t i os Long-t erm Debt 142.9 141.9 213.9 213.9 213.9

FYE J un ( RM  m) FY2 4 FY2 5 FY2 6 F FY2 7 F FY2 8 F Ot her non-current  liabilit ies 8.3 7.4 7.4 7.4 7.4

Core EPS (sen) 6.0 7.8 11.5 18.6 21.7 Tot a l  Non- c ur r e nt  Li a bi l i t i e s 15 1. 2 14 9 . 3 2 2 1. 3 2 2 1. 3 2 2 1. 3

P/ E (x) 29.9 23.0 15.6 9.7 8.3 Shareholder 's equit y 520.0 601.5 704.8 874.0 1072.4

BVPS 0.67 0.73 0.77 0.94 1.15 Minorit y int erest 8.2 15.7 10.7 6.2 1.1

P/ B (x) 2.7 2.5 2.3 1.9 1.6 Tot a l  Equi t y 5 2 8 . 2 6 17 . 2 7 15 . 6 8 8 0 . 3 10 7 3 . 6

EV/ EBITDA (x) 18.1 12.9 10.9 7.8 6.6

DPS (sen) 1.0 0.5 0.5 0.5 0.5 Ca sh Fl ow

Dividend Yield (% ) 0.6% 0.3% 0.3% 0.3% 0.3% FYE J un ( RM  m) FY2 4 FY2 5 FY2 6 F FY2 7 F FY2 8 F

EBITDA margin (% ) 10.5% 15.6% 12.4% 10.5% 10.4% P r e - t a x  pr of i t 4 9 . 7 8 0 . 4 10 9 . 4 18 0 . 2 2 10 . 6

EBIT margin (% ) 6.8% 10.7% 9.1% 8.5% 8.5% Depreciat ion & amort isat ion 42.1 53.2 53.7 52.5 56.8

PBT margin (% ) 4.3% 7.4% 6.7% 6.8% 7.1% Changes in working capit al 19.9 -46.5 -60.1 -82.3 -75.6

PAT margin (% ) 4.3% 7.1% 6.3% 6.4% 6.7% Ot hers 39.0 28.1 -6.3 -10.8 -12.6

NP margin (%) 4.3% 7.7% 6.6% 6.6% 6.9% Ope r a t i ng c a sh f l ow 15 0 . 9 115 . 1 9 6 . 7 13 9 . 6 17 9 . 1

CNP margin (% ) 4.9% 6.7% 6.6% 6.6% 6.9% Net  capex -232.4 -73.9 -100.0 -100.0 -50.0

ROE (% ) 10.6% 11.9% 15.1% 19.8% 18.9% Ot hers 28.1 46.9 0.0 0.0 0.0

ROA (% ) 3.7% 4.7% 5.7% 7.4% 7.9% I nv e st i ng c a sh f l ow - 2 0 4 . 3 - 2 7 . 0 - 10 0 . 0 - 10 0 . 0 - 5 0 . 0

Net  gearing (% ) 93.6% 80.5% 70.6% 53.4% 32.2% Dividends paid 0.0 -4.5 -4.7 -4.7 -4.7

Ot hers 97.9 -75.9 80.0 -40.0 -60.0

Assumpt i ons Fi na nc i ng c a sh f l ow 9 7 . 9 - 8 0 . 4 7 5 . 3 - 4 4 . 7 - 6 4 . 7

USD/ RM 4.03 4.00 4.00 Currency t ranslat ion dif f erences -7.7 0.4 0.0 0.0 0.0

Ne t  c a sh f l ow 4 4 . 4 7 . 7 7 2 . 0 - 5 . 1 6 4 . 5

Beginning cash & cash equivalent 52.6 89.2 97.3 169.3 164.3

Va l ua t i ons FY2 7 F Endi ng c a sh &  c a sh e qui v a l e nt 8 9 . 2 9 7 . 3 16 9 . 3 16 4 . 3 2 2 8 . 7

Core EPS (RM) 18.6

P/ E mult iple (x) 14.5

Fa i r  Va l ue  ( RM ) 2 . 6 9

ESG premium/ discount 0.0%

I mpl i e d Fa i r  Va l ue  ( RM ) 2 . 6 9

Source: Company, Apex Securit ies  
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      ESG Matrix Framework: 

Environment 
Parameters Rating Comments 
Climate ★★★ Scope 1 emissions fell 61% yoy to 69 tCO2e in FY25 while 2,501 solar panels (2.68 MWp) offset 7,878 tonnes CO2, though 

Scope 2 rose to 20,290 tCO2e on expanded reporting scope and PG2 ramp-up 
Waste & Effluent ★★★ Total waste declined 4.4% yoy to 326 tonnes in FY25 with recyclable materials accounting for 70% of waste diverted from 

disposal 
Energy ★★★ Energy consumption rose 21.2% yoy to 26.76m kWh in FY25 driven by PG2 commissioning, though solar energy generation 

remained stable at 10% of usage 
Water ★★★ Water consumption fell 3.0% yoy to 87,680 m3 and discharge plunged 45.8% to 14,256 m3 after SMTT eliminated the 

product washing process 
Compliance ★★★ Zero fines, penalties or non-monetary sanctions for environmental non-compliance; ISO 14001:2015 certified 

 
Social 
Diversity ★★★ 43% female employees (FY24: 40%) with 48% female representation in managerial roles and 20% at board level 
Human Rights ★★★ Enforces BCOC and ACAB Policy; whistleblowing policy in place with reports addressed to ARMC Chairman 
Occupational Safety and Health ★★ Zero fatalities sustained over three consecutive years with LTIR improving to 0.14 (FY24: 0.40); ISO 45001:2018 certified 
Labour Practices ★★★ Recipient of EPF Best Employer Awards for Kedah/Perlis (Nov 2024) with 75% employee satisfaction score and 10,093 

training hours invested 

 
Governance 
CSR Strategy ★★★ RM168k community investment benefitting 19,620 people including flood aid, blood drives and road rejuvenation; 

FTSE4Good Bursa Malaysia constituent 
Management ★★ 5-member board averaging age 52 with 1/5 female director (20%) and 3/5 Independent Directors (60%) 
Stakeholders ★★★ 4x analyst briefings per annum, 1x AGM per annum 

 

Overall ESG Scoring: ★★★ 
 

 

 
 

Recommendation Framework: 
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 
 
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. 
 

ESG Rating Framework: 
★★★★★ : Appraised with 3% premium to fundamental fair value 
★★★★ : Appraised with 1% premium to fundamental fair value 
★★★ : Appraised with 0% premium/discount to fundamental fair value 
★★ : Appraised with -1% discount to fundamental fair value 
★ : Appraised with -5% discount to fundamental fair value 
 

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. 
 
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. 
 
As of T u e s d a y ,  0 9  J u n ,  2 0 2 6 , the analyst(s), whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this 
report:  
(a) nil. 


