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Advisory

Northeast eyes factory expansion from IPO proceeds

BY INTAN FARHANA ZAINUL

enang-based Northeast Group Bhd
is expected to make its public debut
onTuesday,Oct 15, the 30th company
to list on the ACE Market of Bursa
Malaysia this year.

IPO details

The precision ur-

er’s initial public offering (1PO) recorded
an oversubscription of 73.42 times for the
37 million new shares offered to the Malay-
sian public as it received 29,702 applications
for 2.75 billion shares worth RM1.38 billion.

The IPO consisted of an issuance of new
shares and offer for sale shares, bringing the to-
tal t0 220.79 million shares, representing about
29.84% of its enlarged issued share capital.

About 168.99 million new shares were is-
sued at 50 sen apiece, raising RM84.5 million
in proceeds. The public issue comprised 37
million shares open to the public,29.6 mil-
lion shares for eligible persons, 61.69 mil-
lion shares through private placement to
selected investors and 40.7 million shares
through private placement to identified
bumiputera investors.

A separate tranche of 51.8 million exist-
ing shares representing 7% of the enlarged
issued share capital, worth RM25 million,
would go entirely to the selling sharehold-
ers, including managing director Ng Chay
Chin and his brother Ng Chai Hee, who is
senior operations director. Executive director
Chong Ewe Hean,senior business and sales
director Yin Thien Hee,along with two other
shareholders Ng Meng Hang and Tang Ah
Lek had also put up their shares for sale.

Affin Hwang Investment Bank is the prin-
cipal adviser,sponsor, sole placement agent
and sole underwriter for the IPO.

The bulk of the RM84.5 million in pro-
ceeds or 47.34% from the public issue will be
allocated for the construction of a new fac-
tory that is expected to have a production
floor space of about 79,020 sq ft. Northeast
has also earmarked 23.67% of the proceeds
to repay bank borrowings and 14.65% for the
purchase of new machines to increase its
estimated annual operating capacity, while
7.81% will be allocated for listing expenses
and the remaining 6.53% for working capital.

A 20~ track record

Northeast was founded in 2004 and spe-
cialises in the manufacturing of precision
engmeenng mmpanents used in various
industri in electrical
and i i
nications and optoelectronics.The company
also provides surface finishing, sheet metal
fabrication and mechanical sub-assembly.

The company currently operates three
factories in Juru and Bukit Minyak, Penang.
All the factories are operating at full capac-
ity,according to its prospectus.

At 50 sen per share, Northeast’s IPO was
valued at a price-earnings ratio (PER) of
20.16 times based on earnings per share of
2.48 sen for the financial year ended May 31,
2023 (FY2023). When the company is listed
on Tuesday, it will have a market capitali-
sation of RM370 million.

‘Among its listed peers on Bursa are UWC
Bhd (KL:UWC),CPE Technology Bhd (KL:CPE-
TECH),SFPTech Holdings Bhd (KL:SFPTECH),
YBS International Bhd (KL:YBS), Coraza In-
tegrated Technology Bhd (KL:CORAZA) and
‘Wong Engineering Corp Bhd (KL:WONG).

For FY2024, Northeast posted an 11.3%
decrease in net profit to RM12.36 million
from RM13.94 million a year earlier, on the
back of a 5.4% decline in revenue to RM62.21
million from RM65.75 million previously.
‘The company’s profit after tax (PAT) margin

stood at 19.9% in FY2024 and 21.2% in FY2023.
Its overseas business accounted for the li-
on's share of revenue, contributing 71.5% in
FY2024, mainly from the US and UK markets.

RHB Research estimates Northeast to be
fairly valued at 62 sen, based on 21 times PER
for forecast FY2025 earnings, or 24% higher

Financial snapshot
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FYE:ended Sept 30
FPE: financial period ended May 31
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Tech, which traded at 28 time: idering

uation is based on a PER of 25 times, pegged
to the mid FY2026 forecast earnings per share
of 30.4 sen as the company operates in the
industrial products and technology sector,
which hasalong-term PER 0f 24.8 to 32.2 times.
Malacca Securities has projected for
Northeast to generate a CAGR of 14.9% over
the next three years with core PAT expected
to reach RM17.8 million to RM24.2 million
over the penod supported by the expansion
of 1 facilities and
growth in the local and global semiconduc-
tor and telecommunications sectors.
“Northeast has a strong 20-year track
record in the industry. Over 70% of its rev-
enue is from exports, with a key

Northeast’s smaller market capitalisation

and revenue base,” it says in an Oct 3 report.

“Northeast remains at a to

strength being its ability to meet smngent
internal QA/QCst

This has enabled

Coraza on its stronger net margin of 18%

to 26% compared to the latter’s 6% to 12%.

Northeast to build longstanding relation-

ships with its customers,” it said.
“additi h

‘We believe these margins are
d by

than its IPO price. The research h
the PER is by against other prev

’s strategic focus on

S high
more complex, high-p

cision engineering players and it projects
a three-year earnings compound annual
growth rate (CAGR) of 15.1%, driven by an
anticipated recovery in the semiconduc-
tor industry which is expected to boost the
company'’s utilisation rates.

“Our target PER is derived by applying a
25% discount to the FY2025 forecast average
trading PER of its larger peers UWC and SFP

and high-mix manufacturing.”

Northeast says it does not maintain an
order book as the company has long-term
contracts with its customers and its sales
are based on confirmed purchase orders on
an ongoing basis.

Malacca Securities Sdn Bhd accorded
Northeast a higher fair value of 76 sen per
share,or a 52% upside to its IPO price. Its val-
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improved its PAT margins, rising from 17.5%

in FY2021 to 19.7% in FY2023,and standmg

at19.9% in FY2024."

Know About Any Stock

1650

AGX Group Bhd
Alpha IVF Group Bhd
Zantat Holdings Bhd

'SBH Marine Holdings Bhd
Topmix Bhd

Farm Price Holdings Bhd
Sin-Kung Logistics Bhd
Smart Asia Chemical Bhd
Kawan Renergy Bhd

KTl Landmark Bhd
Agricore CS Holdings Bhd
UUE Holdings Bhd

Go Hub Capital Bhd
Ocean Fresh Bhd

BWYS Group Bhd
Kucingko Bhd

Sik Cheong Bhd

Elridge Energy Holdings Bhd
EPB Group Bhd

Vetece Holdings Bhd
Steel Hawk Bhd

Solar District Cooling Group Bhd
KHPT Holdings Bhd

Crest Group Bhd



http://www.tcpdf.org

