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Engtex Group 
Strike while the pipe is hot  

■ We initiate coverage on Engtex with an Add rating and RM0.75 TP, as we 
believe the worst is over for the share price; FD CY22-23F P/E is 4.2-4.5x.    

■ We believe Engtex could be a big beneficiary of the next wave of pipe 
infrastructure capex cycle and infra rollout, which could occur in 2023F.  

■ Key risks: weak execution on water sector reform agenda. Re-rating catalysts 
are trading-driven: new upstream pipe tenders, positives from Budget 2023. 

 

Well positioned for the next wave of pipe infrastructure capex    
The likelihood of an improved operating landscape for domestic pipe manufacturers puts 

the spotlight on Engtex Group, one of the two key players in an essentially duopolistic 

market. Engtex’s key strength lies in its wide domestic distribution network and sizeable 

total output capacity of 480k MT p.a. encompassing various steel products and fittings, with 

its core focus on smaller diameter ductile iron (DI) pipes and larger diameter mild steel 

(MS) pipes. The group’s pipe products are not only applicable to the water sector but also 

to the sewerage, housing and infrastructure industries. As at end-Jun 2022, tender book 

for MS pipes outpaced DI pipes’; higher output tonnage signals steady demand recovery.       

Demand drivers are present; order book growth on the cards 
Key factors driving demand for Engtex’s pipes include: 1) retainer contract from 

Perbadanan Asset Air Berhad (PAAB) as an exclusive supplier of various pipe products, 

2) pipe capex plans by restructured state water operators, 3) new upstream pipe 

distribution network in Selangor, led by Sg. Rasau water supply scheme, 4) RM1bn p.a. 

pipe capex budget in Selangor, 5) nationwide pipe replacement programme, and 6) the 

12th Malaysia Plan, 12MP. YTD, Engtex has secured RM151m worth of pipe orders from 

the Sg. Rasau water project, bringing its outstanding order book to RM285m, with upside 

from RM623m worth of new bids as at end-2QFY22.   

3-year forward EPS CAGR of 4.9%; core divisions to lead recovery 
We project a decent 4.9% 3-year (FY22-24F) EPS CAGR as we forecast weaker yoy core 

net profit in FY22F to account for the impact of increased operating cost (lower EBITDA 

margin). We expect Engtex’s two core divisions, wholesale/distribution and manufacturing, 

to lead a recovery, offsetting the drag from property development and hotel segments.  

Initiate with an Add and RM0.75 TP  
We initiate coverage with an Add rating and RM0.75 TP, based on a 30% discount (given 

low liquidity and pre-election uncertainties) to fully-diluted (FD) RNAV/share of RM1.08. 

Engtex trades at FD CY22-23F P/E of 4.2-4.5x and CY22F P/BV of 0.34x. At the current 

share price level (flat YTD, but 25% lower than its 52-week high of RM0.75), we believe 

further downside is limited while risk of weaker earnings in 2HFY22F is largely priced in. In 

the near term, potential key re-rating catalysts are event-driven: new upstream pipe 

tenders, positives from Budget 2023. Downside risks: weak execution on water sector 

reform agenda and delays in pipe contract rollout.   
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Financial Summary Dec-20A Dec-21A Dec-22F Dec-23F Dec-24F

Revenue (RMm) 990 1,178 1,372 1,410 1,424

Operating EBITDA (RMm) 39.5 116.8 115.7 118.8 121.1

Net Profit (RMm) 15.42 78.36 61.84 68.63 71.41

Core EPS (RM) 0.01 0.19 0.14 0.15 0.16

Core EPS Growth 1229% (27%) 11% 4%

FD Core P/E (x) 40.94 3.08 4.19 4.24 4.53

DPS (RM) 0.006 0.008 0.010 0.011 0.012

Dividend Yield 1.07% 1.28% 1.71% 1.88% 1.97%

EV/EBITDA (x) 17.96 5.62 6.09 5.99 5.90

P/FCFE (x) 3.08 4.54 2.47 4.60 3.10

Net Gearing 58.9% 47.6% 51.4% 54.7% 54.8%

P/BV (x) 0.37 0.34 0.32 0.34 0.34

ROE 1.0% 11.5% 7.9% 8.8% 9.3%

% Change In Core EPS Estimates   

CGS-CIMB/Consensus EPS (x)   
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Strike while the pipe is hot  

INVESTMENT SUMMARY   

Engtex’s share price is a huge laggard   

Domestic pipe players have long been on the sidelines, due mainly to legacy 

structural issues brought about by weak follow-through of various water industry 

reform plans. We believe that the outlook and operating landscape of pipe 

manufacturers could improve post the impending general elections (GE15), likely 

in 4Q22F or 1H23F, in terms of: 1) clearer execution plans for water sector 

transformation, which will directly benefit the pipe supply chain and well-

established companies like Engtex, 2) resumption of infrastructure spending, 

which should support the demand for pipes (applicable for water, sewerage, infra 

projects) and manufactured steel products, and 3) stronger cashflow for state 

water operators to roll out pipe replacement budgets, should the delayed tariff 

setting mechanism materialise. If these factors come into play, we believe that 

Engtex’s share price is likely to play catch up to our target price of RM0.75.      

 

Pipe theme could make a comeback   

Below are reasons why we believe the domestic pipes infra cycle could be revived:   

• Water infra capex rollout in the state of Selangor is underway, led by turnkey 

awards for the Sg. Rasau water supply scheme. This will trickle down to the 

procurement of larger diameter pipes for the upstream portion. Subsequent 

phases of the Sg. Rasau scheme and other new water supply enhancement 

plans are likely to be positive for pipe players.  

• Nationwide pipe replacement capex is likely to regain traction under the 

upcoming Budget 2023, which could focus on further support for water services 

transformation plans and allocate sufficient funds to fortify the water 

distribution network via the reduction of the rate of water loss (non-revenue 

water, NRW, or the rate of water leakage in old pipes).   

• Resolution to the water tariff setting mechanism (TSM) issue, which will have 

positive implications for water infra funding (including pipes) as higher water 

tariffs will improve cashflow of water operators and enable them to initiate 

targeted greenfield pipe infra projects and resume delayed pipe replacement 

plans.  

•  
 

Figure 1: Engtex as a recovery play based on the following angles   

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 
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Engtex: cheap proxy for upturn of pipe capex cycle   

We initiate coverage with an Add and RM0.75 TP, based on a 30% discount to 

fully-diluted (FD) RNAV of RM1.08. Our RM0.75 TP implies a potential upside of 

28.5% upside, excluding FY22-24F dividend yields of 1.7-1.9%. Engtex trades at 

FD CY22-23F P/E of 4.2-4.5x.   

• Key potential re-rating catalysts: 1) Revival of sizeable pipe contract wins, 

2) Follow-through of the government’s water sector transformation targets, 

directly benefiting the pipe players, 3) Positive surprises from Budget 2023 

relating to NRW/pipe replacement capex allocations.   

• Key downside risks: 1) Contract delays, 2) Prolonged uncertainties 

surrounding pipe contract outlook. 

 
 

Figure 2: Engtex’s share price chart  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

 

INDUSTRY OUTLOOK  

Five key drivers for domestic pipe players     

Exclusive supplier for PAAB   

Engtex has several exclusive renewable contracts, including:  

• As an exclusive supplier for selected water operators via Perbadanan Asset 

Air Berhad (PAAB). The group has a renewable yearly contract with PAAB and 

Syarikat Air Johor (SAJ) to exclusively supply mild steel (MS) pipes for 

maintenance works in all states under PAAB and SAJ.  

• Two-year renewable contract with Pengurusan Air Selangor (PAS) in Selangor 

for ductile iron (DI) pipe replacement projects.    

 

Water sector restructuring   

Engtex benefits from the demand for pipes from states in Peninsular Malaysia that 

have migrated to the new water restructuring (licensing) agreement, under which 

Pengurusan Air Selangor (PAS) has been the sole water operator and distributor 

in Selangor since 2019. The new agreement requires states to complete a water 

restructuring exercise under the Water Services Industry Act (WSIA) 2006. So far, 

Penang, Perak, Melaka, Negeri Sembilan, Johor, Perlis and Kelantan have made 

the transition.   
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Pipe replacement initiatives in Selangor   

Selangor could roll out potential sizeable pipe replacement orders in view of the 

development of a new water treatment plant (WTP) and existing pipe replacement 

plans for its water distribution network. The state of Selangor estimated that it 

would incur RM30bn spending on a new pipe network and pipe replacement 

programme over a 30-year period from 2019, i.e. RM1bn spending on pipe related 

capex p.a.  

 

Nationwide pipe replacement programme   

The nationwide pipe replacement programme is a long-term project to replace 

aged asbestos cement (AC) pipes. Based on latest industry data, 41,500km of AC 

pipes or 27% of total pipes laid nationwide need to be replaced, valuing the capex 

at c.RM10bn or 3m MT of pipes required. 

In the state of Selangor, a total 6,292km of pipes are needed to fully replace 

ageing pipes. Based on Engtex’s estimates, this translates to RM1bn worth of 

capex or 350k MT of pipes.    

 

12th Malaysia Plan (12MP)   

The 12MP (2021-2025) has set aside expenditure to improve water infrastructure, 

with one of the key focus areas being pipe replacement. This was repackaged 

under the Water Sector Transformation Agenda (2040), which provided a reprieve 

for the water sector in the form of RM26bn allocation. This is a step up from the 

sector initiatives under 11MP and will hopefully address the backlog of water 

capex, previously hindered by the delay in the implementation of the water tariff 

setting mechanism (TSM).   

Other notable allocations in the 2040 Agenda include RM16bn for various flood 

mitigation projects over the 12MP and 13MP periods and various rural 

infrastructure-related contracts, mainly for the states of Sabah and Sarawak, 

which may require additional enhancement to their water distribution networks.  

We expect the 12MP to lay the foundation for a comprehensive water 

transformation agenda by accelerating the adoption of integrated water resource 

management (IWRM).   

 

 
 

Figure 3: Other infrastructure initiatives under the 12MP (2021-2025) 

 
   SOURCES: CGS-CIMB RESEARCH, 12MP SPEECH, INDUSTRY CHECKS 

 

 
 
 

Cost 

Projects (RM m)

Water Sector Transformation Agenda (WSTA) 2040: improve water services, NRW 25,800.0

Flood mitigation projects (for 12MP and 13MP periods) 16,000.0

Housing assistance for the poor (85.5k houses) 2,250.0

Rural road connectivity network 1,600.0

Upgrade of schools 1,600.0

Four new school complexes and five new schools 848.0

Upgrade of four rural roads (Sabah, Sarawak, Pahang and N. Sembilan) 695.5

Social amenities in rural areas 310.0

500 units of new affordable homes (B40 and M40 categories) na

Upgrade of 1,400km of roads in Sabah and Sarawak na

Total 49,103.5
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Figure 4: Summary of key drivers for Engtex’s pipe manufacturing division     

 

SOURCES: CGS-CIMB RESEARCH, COMPANY SLIDES   

 

 

COMPANY OUTLOOK  

Wholesale and distribution   

Based on its FY21 annual report, the group has unveiled various strategies for the 

wholesale and distribution divisions in FY22F and onwards, as follows:   

• To expand and maximise its warehousing facilities based in Selangor and 

Penang and deploy effective utilisation of resources to source for existing and 

new trading products.   

• The construction of a large warehouse facility is still in progress at its existing 

freehold vacant industrial land located at Kapar, Selangor, with an estimated 

cost of RM29m. This is part of its plan to consolidate all its fragmented 

warehousing facilities located in Selangor to reduce warehouse administration 

and management cost.   

• As at end-FY21, the group had entered into agreements with third parties to 

dispose of two residential freehold double-storey terrace houses located in 

Kuantan, Pahang, for a total cash consideration of RM0.6m to generate cash 

for working capital purposes.   

 

Manufacturing division   

We expect the group’s strategies for the manufacturing division in FY22F and 

onwards to focus on the following:    

• Increasing production output via raising capacity utilisation ahead of potential 

new orders (more details of capacity and cost breakdown in appendix).  

• Positioning for new opportunities within the water infrastructure space that 

could emerge under Budget 2023 and the 12th Malaysia Plan (12MP).  
 

Figure 5: Utilisation rates of production capacity for various product lines   

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 
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• The main mild steel concrete-lined (MSCL) pipe plant is located in Selangor 

and is one of the leading MSCL pipe producing facilities in Malaysia. The 

largest MSCL pipe it can produce is up to 3.0m in diameter.  

• The manufacturing plant located in Kuantan is primarily for the production of 

steel pipe piles, well-placed to undertake major infrastructure projects 

domestically and regionally (total capacity: 66,000 MT p.a.; 2QFY22 utilisation 

rate of 47.1% vs. 25.4% in 2QFY21). However, the plant currently only 

produces MSCL pipes for the domestic market; its steel pipe piles have been 

shut down due to weak domestic and regional demand.   

• The ductile iron (DI) pipe plant located in Kuantan is one of two DI pipe facilities 

in Malaysia and has production capacity of 60,000 MT p.a. The plant can 

produce DI pipes of up to 1.2m diameter. The utilisation rate in 2QFY22 stood 

at 31.3% (2QFY21: 32,3%).   

 
 

Figure 6: Manufacturing capacities, utilisation rates and effective plant output 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Property development    

Future launches relating to the group’s remaining land bank of 63.1 acres have 

been put on hold since end-CY21. We gathered from the group that the focus for 

FY22F will be on reducing its property inventory (unsold stock) of RM57.6m (as 

at end-Jun 2022) and potential land sale:   

• Property development division has been in losses since pre-pandemic period 

due to operating cost to maintain its unsold properties and investment 

properties.  

• Due to the challenging property market in FY20-21, the group incurred 

RM1.8m in impairment of unsold properties in FY20 and RM5.5m in FY21.  

• In term of potential land sale, the group will be looking at opportunities to 

monetise its remaining undeveloped land, comprising: 1) 54-acre land in 

Kuang, Selangor, 2) 2.5-acre land in Cheras, Selangor, and 3) 0.3-acre land 

in Ampang, Kuala Lumpur.  

• The sale of the group’s entire 67% equity stake on a 68.3-acre land in Kuantan, 

Pahang was completed in Mar-22; RM9m proceeds.     

 

Hospitality   

Engtex’s hospitality assets comprises three hotels: 1) 72-room Avenue J Hotel in 

Kuala Lumpur, 2) 144-room Ibis Style Hotel in Bandar Sri Damansara; reopened 

in Apr-22, closed in May-20 due to lockdowns), and 3) 120-room Mercure Hotel in 

Selayang. The segment was adversely impacted by the international and 

domestic travel restrictions, and the closure of the Meetings, Incentives, 

Conventions and Exhibitions (MICE) sector due to various lockdown measures.  

• The reopening of most economic sectors and the lifting of domestic inter-state 

and inter-district travel restriction since the 3QCY21 has been positive, though 

average occupancy rate remains below breakeven level of 40-50% due to 

weak tourist arrivals and competition from other hotels.  

 

Capacity % of total Utilisation rates Output

Products Plant location (MT p.a.) capacity 2QFY22 (%) 2QFY21 (%) (MT p.a.)

Mild steel concrete-lined (MCSL) pipes Selangor, Kuantan 66,000 13.8% 47.1% 25.4% 31,086

Ductile iron (DI) pipes Kuantan 60,000 12.5% 31.3% 32.3% 18,780

Electric resistance welded (ERW) pipes Kuantan 48,000 10.0% 43.7% 34.5% 20,976

Steel bars Melaka 96,000 20.0% 43.4% 35.4% 41,664

Wire mesh (welded and hard drawn) Selangor, Penang, Johor, Pahang, Sabah 210,000 43.8% 45.3% 39.8% 95,130

Total 480,000 100.0% 207,636
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Figure 7: Operational overview (core and non-core divisions) 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Order book growth led by larger diameter pipes     

Outstanding order book of RM285m has upside potential   

We see a turnaround in the pipe order replenishment outlook over the next 12 

months, driven potentially by the revival of upstream larger diameter pipe tenders, 

nationwide pipe replacement programme, new water infra initiatives under Budget 

2023 and the 12th Malaysia Plan (12MP). As at end-Jun 2022, outstanding order 

book for Engtex’s pipe segment stood at a combined RM285m for both DI and MS 

pipes (124% increase from end-FY21’s RM127m total order book).  

What could turn things around is the noticeably high MS pipes (larger diameter) 

tender book of RM569m (vs. DI pipes’ RM54m) due to the emergence of new 

upstream water supply projects, particularly in the states of Selangor, Johor and 

Sarawak, where spending on new water pipe networks and non-revenue water is 

relatively higher than in other states. This, combined with the current tender book 

of RM54m for DI pipes, works out to a total of RM623m in incoming tender book. 

We project a tender success rate of 40-50% for MS pipes.   

 
 

Figure 8:Tender book and upside to outstanding order book as at end-Jun 2022 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

  

Operating divisions Desciption Category

% of 

1HFY22

% of 

1HFY22

revenue EBITDA 

Whole sale and distribution : Two primary warehousing operations located in Selangor and Penang Core division 47.2% 42.4%

Manufacturing : 12 manufacturing facilities in total Core division 51.9% 59.2%

(a) 4 located in Selangor

(b) 4 in Pahang

(c) 1 in Johor

(d) 1 in Sabah

(e) 1 in Melaka

(f) 1 in Penang 

Propery development : 3 completed property development projects Non-core division 0.4% 0.1%

(a) Tiara Residence in Selayang, Selangor

(b) Emerald Avenue in Selayang, Selangor 

(c) Amanja in Kepong, Selangor 

Hospitality : (a) Avenue J Hotel in Leboh Besar, Kuala Lumpur (72-room) Non-core division 0.4% -1.8%

(b) Ibis Style Hotel in Bandar Sri Damansara (144-room)

(c) Mercure Hotel in Selayang (120-room
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FINANCIALS  

Engtex’s core divisions expected to stage a recovery  

Focus on earnings rebound in core businesses   

We expect Engtex’s wholesale (and distribution) and manufacturing divisions (the 

group’s two core divisions) to stage a strong revenue and EBITDA recovery from 

in FY22F on the back of: 1) improvement in demand for industrial/steel products 

and better pricing, and 2) turnaround in the demand for upstream MS pipes; 

mitigating the weaker near term outlook for smaller diameter DI pipes. 

Traditionally, these two segments make up a combined over 90% share of 

revenue and almost 100% of EBITDA.   

Note that that we define Engtex’s non-core divisions as its property development 

and hospitality segments, where contributions to revenue have been minimal at 

1-2% historically and which remained in EBITDA-negative territory in FY19-21.     

 

Key points regarding non-core segments:  

• The property development division’s negative EBITDA was due to an increase 

in recurring operating cost to sustain unsold units for the Amanja project 

(87.5% sold at end-FY21) and Tiara Residences (87% sold at end-FY21) as 

well as a weak property market.  

• Future launches relating to the group’s remaining land bank of 63.1 acres have 

been put on hold since end-CY21. For FY22F, we gathered from our checks 

with the company that it will focus on reducing its property inventory of 

RM57.5m and potential land sale.   

• Hotel assets’ (three operating hotels currently) average occupancy rate was a 

low 26.4% at end-FY21 (FY20: 22%) and 32% in 1HFY22, short of the 

estimated breakeven occupancy rate of 50-60%.   

 

Wholesale/distribution and manufacturing as the key drivers   

We forecast the wholesale/distribution and manufacturing divisions to be the key 

drivers for revenue and EBITDA recovery in FY22-24F. For this, we project FY22F 

total revenue growth of 16% yoy, underpinned by the manufacturing division’s 

34% yoy growth (higher output for MS and DI pipes on higher utilisation rate due 

to increased order flow) and 1% yoy growth for the wholesale/distribution division 

as the positive impact of higher selling prices for major materials are likely to taper 

off in 2HCY22F. Essentially, we believe that the steel-related material prices for 

pipe manufacturing and selling prices for steel products for wholesale act as a 

partial natural hedge.   
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Figure 9: FY19-21 revenue and EBITDA breakdown; FY22F-24F assumptions  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

EBITDA margin above pre-pandemic levels on improved 
demand (higher output) and pricing     

Our assumptions of a relatively stable group blended EBITDA margins of 8.4-8.5% 

in FY22-24F are mainly underpinned by improvement in the operating 

environment for the wholesale/distribution (pipes, valves, fittings, plumbing 

materials, steel-related products, general hardware products and construction 

materials) and manufacturing (steel and ductile iron pipes and fittings, valves, 

manhole covers, hydrants, industrial casting products, welded wire mesh, hard-

drawn wire, steel bars and other steel-related products) divisions.  

• The 7.7-7.8% EBITDA margin for wholesale/distribution and 9.5-9.6% EBITDA 

margin for manufacturing in FY22-24F are higher than pre-pandemic levels of 

4.7% and 6.2%.    

• Our forecasts for group EBITDA margins are lower than FY21’s, reflecting the 

net negative impact of higher material prices, sustained losses expected for 

the hospitality segment and the absence of any potential variation of price 

(VOP) benefits (due to higher procurement cost for MS pipes, as occurred in 

FY21).    

 

FY19 FY20 FY21 FY22F FY23F FY24F

Revenue (RM m) (RM m) (RM m) (RM m) (RM m) (RM m) Comments

Wholesale & distribution 651.7 593.0 626.5 635.2 648.7 655.2 Improved selling prices and demand

Manufacturing 429.8 383.8 536.8 717.5 741.8 749.2 Led by MS pipes; DI pipes a laggard 

Property development 25.8 9.9 11.8 13.7 14.1 14.2 Driven by RM57.6m unsold inventory

Hospitality 9.9 2.9 3.4 5.9 6.0 6.1 Occupancy rates still low 

Total 1,117.2 989.6 1,178.4 1,371.9 1,410.3 1,424.4

Revenue growth FY19 FY20 FY21 FY22F FY23F FY24F

Wholesale & distribution na -9% 6% 1% 2% 1%

Manufacturing na -11% 40% 34% 3% 1%

Property development na -62% 19% 17% 3% 1%

Hospitality na -71% 17% 74% 3% 1%

Total na -11% 19% 16% 3% 1%

% of revenue FY19 FY20 FY21 FY22F FY23F FY24F

Wholesale & distribution 58.3% 59.9% 53.2% 46.3% 46.0% 46.0% Selling prices have stabilised at end-Jun

Manufacturing 38.5% 38.8% 45.6% 52.3% 52.6% 52.6% MS pipes order book outpaced DI pipes

Property development 2.3% 1.0% 1.0% 1.0% 1.0% 1.0% Driven by unsold inventory

Hospitality 0.9% 0.3% 0.3% 0.4% 0.4% 0.4% Occupancy rates still low 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

EBITDA (RM m) (RM m) (RM m) (RM m) (RM m) (RM m)

Wholesale & distribution 40.7 36.9 53.6 49.1 50.4 51.4 Higher domestic & int'l metal prices 

Manufacturing 20.2 36.8 98.1 68.5 70.4 71.8 Driven by higher plant output 

Property development (0.4) (1.5) (6.0) 0.2 0.2 0.2 Largely from inventory sale

Hospitality (1.6) (2.8) (1.4) (2.1) (2.1) (2.2) Likely to remain EBITDA negative

Total 58.9 69.3 144.4 115.7 118.8 121.1

% of EBITDA FY19 FY20 FY21 FY22F FY23F FY24F

Wholesale & distribution 69% 53% 37% 42% 42% 42%

Manufacturing 34% 53% 68% 59% 59% 59%

Property development -1% -2% -4% 0% 0% 0%

Hospitality -3% -4% -1% -2% -2% -2%

Total 100% 100% 100% 100% 100% 100%

EBITDA margin (%) (%) (%) (%) (%) (%)

Wholesale & distribution 6.2% 6.2% 8.6% 7.7% 7.8% 7.8% Weaker margins on higher material cost 

Manufacturing 4.7% 9.6% 18.3% 9.6% 9.5% 9.6% Impacted by higher HRC cost 

Property development -1.5% -15.7% -50.7% 1.2% 1.2% 1.3% Driven by unsold inventory

Hospitality -16.0% -96.5% -40.4% -35.6% -35.5% -35.9% Likely to remain in EBITDA negative

Total 5.3% 7.0% 12.3% 8.4% 8.4% 8.5% Lower normalise margins on higher cost



 

 

Ind Goods & Services │ Malaysia 

 

 Engtex Group │ September 27, 2022 
 

 

 

 

10 
 

 

 
  

Figure 10: EBITDA margin trends for wholesale and  

distribution segment   

Figure 11: EBITDA margin trends for manufacturing segment   

 
 

SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   

  

 

 
  

Figure 12: EBITDA margin trends for property development 

segment   

Figure 13: EBITDA margin trends for hospitality segment     

  

SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH ESTIMATES, COMPANY REPORTS   

  

 

 

1HFY22 performance review   

Key takeaways from 1HFY22 results:  

• Group revenue grew 31% yoy, on higher demand for all products under 

wholesale/distribution (+10% yoy) and manufacturing divisions (+62% yoy).  

• The drag came from property development division (-66% yoy), due to weaker 

property inventory sales (no contribution from new property sales).  

• Robust 120% yoy revenue growth for hospitality segment, comprising three 

hotels: 1) 72-room Avenue J Hotel in Kuala Lumpur, 2) 144-room Ibis Style 

Hotel in Bandar Sri Damansara; reopened in Apr-22, closed in May-20 due to 

lockdowns), and 3) 120-room Mercure Hotel in Selayang.   

• Average hotel occupancy rate stood at 32% in 1HFY22 (1HFY21: 23.8%, FY21: 

26.4%, FY20: 21.5%) - still below the breakeven level of 40-50%.   
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• EBITDA margin contracted from 11.6% in 1HFY21 to 8.9% in 1HFY22: 

margins were impacted by higher raw material costs.  

• 1HFY22 core net profit was flattish at +0.2% yoy due high raw material cost, 

despite higher plant output and sales tonnage. Impact of margin compression 

can be seen in 2QFY22’s 16.2% qoq decline in net profit, as EBITDA margin 

sequentially slipped from 9.5% in 1QFY22 to 8.5% in 2QFY22.   

 

1HFY22 revenue and EBITDA compositions:  

• In 1HFY22, 99.1% of revenue were generated from wholesale and distribution 

(47.2% of revenue) and manufacturing (51.9% of revenue). 

• In terms of products, wire mesh made up 41% of 1HFY22 revenue, followed 

by MS pipes (20%), Steel bar (12%), ERW pipe (11%), Others (10%) and DI 

pipes (6%).  

• EBITDA margin composition in 1HFY22 were more skewed to the 

manufacturing segment; 52% of EBITDA (mainly wire mesh, pipe related 

products and steel bars) due to the pick in construction progress for 

commercial (high rise) and residential projects in 1H22. Wholesale and 

distribution made up 42%. Property development was at 0.2% of 1HFY22 

EBITDA while hospitality division remained in the red.   

 

 
 

Figure 14: 1HFY22 results comparison 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

2HFY22 core earnings likely to be weaker hoh   

Note that 99% of Engtex’ revenue is generated from the domestic market while 

1% of production output (DI pipes) is exported to Singapore. Factors that 

contributed to a favourable operating environment for Engtex in 1HFY22 (which 

also likely drove its share price to a 52-week high of RM0.75 in Apr) were:  

• Positive impact from the reopening of the domestic economy, which led to a 

rise in material domestic and international selling prices across the board.  

• Still manageable negative effect of the Russia-Ukraine war on global supply 

chain and, to an extent, on the prices of hot rolled coil (HRC), the main 

imported raw material for Engtex’s steel-related products.   

• Increase in sales tonnage and higher plant output due to pent-up demand post 

lockdowns.  

• Higher domestic selling prices and hence wider margins for all products.  

 

  

FYE Dec (RM m)                                       2QFY22 2QFY21 yoy % 1QFY22 qoq % 2QFY22 2QFY21 yoy % 

chg chg Cum Cum chg Comments

Revenue 370.7       241.5     53.5     370.9     (0.0)      741.6     566.1     31.0    1) Driven by wholesale and distribution 

Operating costs (339.1)     (213.5)   58.8     (335.7)   1.0       (675.6)   (500.2)   35.1    2) Property dev't fell 66% yoy 

EBITDA 31.6        28.0      12.9     35.2      (10.3)    66.0      65.9      0.1      3) Hospitality grew 120% yoy 

EBITDA margin (%) 8.5          11.6      (26.4)    9.5        (10.3)    8.9        11.6      (23.6)   Lower EBITDA margin due to 

Depn & amort. (5.4)         (5.9)       (8.2)      (5.8)       (6.8)      (11.3)     (11.9)     (5.2)     higher raw material cost

EBIT 26.1        22.0      18.6     29.4      (11.0)    55.5      54.8      1.2      

Interest expense (4.8)         (4.1)       16.7     (4.6)       3.8       (9.4)       (8.1)       15.3    Net gearing of 53% at end-Jun

Interest & invt inc 0.6          0.4        45.6     0.2        192.7   0.8        0.8        (4.7)     Cash of RM119m at end-Jun 

Pretax profit 21.9        18.3      19.6     25.0      (12.2)    46.9      47.5      (1.3)     

Tax (5.3)         (5.6)       (5.3)      (6.7)       (20.7)     (11.9)     (13.4)     (10.7)   

Tax rate (%) 24.1        30.4      (20.8)    26.6      (9.7)      25.4      28.1      (9.5)     

Minority interests (1.4)         (0.2)       571.9   (0.1)       993.8   (1.5)       (0.8)       93.2    Core net profit impacted by higher 

Net profit 15.2        12.5      21.4     18.2      (16.2)    33.4      33.3      0.2      raw material costs for all products 

Core net profit 15.2        12.5      21.4     18.2      (16.2)    33.4      33.3      0.2      

EPS (sen) 3.5          2.9        21.5     4.2        (16.3)    7.7        7.6        0.5      
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However, we expect 2HFY22F revenue and core net profit to be weaker hoh 

(largely on lower margins vs. 1HFY22) as the operating environment is likely to 

be dragged by: 1) weaker sales tonnage for DI pipes due to sluggish demand for 

smaller diameter pipes, 2) higher operating cost and volatile international prices 

for HRC (given China’s tight control over steel production and the removal of 

export rebate, rising energy prices as well as a surge in international freight costs), 

and 3) higher operating cost for its domestic plant operations.  

 

Operating trends in 2QFY22 and its implications are as below:   

 
 

Figure 15: Key operating trends in 2QFY22, based on each manufactured steel product  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Potential weak earnings in 3QFY22F; recovery in 4QFY22F   

We expect that the declining trend for segmental EBITDA margins since 3QFY21 

is likely to bottom-out in 3QFY22F, as the overall operating environment is likely 

to improve in 4QFY22F. Key factors: 1) Demand for pipes and steel related 

products is likely to regain momentum in 4QFY22F, as there could be positive 

takeaways from Budget 2023, more clarity on outlook for the water sector in 2023F 

and progress of ongoing infrastructure and pipe contracts regaining momentum, 

2) Stabilisation of raw material prices, though still elevated, and 3) Better pricing 

power (ability to fully pass on higher costs) as a result of improvement in demand. 

For 3QFY22F, we anticipate revenue and core net profit to decline qoq, while 

4QFY22F could potential stage a sequentially stronger revenue and earnings.  

 

We anticipate that 2HFY22F would be negatively impacted by:   

• The combination of higher carrying cost in inventory due to higher raw material 

cost procured in 1HFY21 and weaker demand for steel and pipe products (vs 

1HFY21) as industry players adopt a wait-and-see stance following the pent-

up demand seen since 4QFY21.   

• Slowdown in building and infrastructure works which would impact the output 

tonnage for wire mesh, ERW pipes and DI pipes. These segments are unlikely 

to be able to fully pass on higher material costs as the prospective selling 

prices in 2HFY22F are not at a huge premium to the carrying cost in inventory.  

• Lower productivity levels for ongoing construction projects mainly the Pan 

Borneo Highway Sabah and the Central Spine Road (which utilises DI pipes 

for road-related pipe transmission lines) and slowdown in water pipe 

replacement works.   

 

Mitigating factors:  

• Ability for the MS pipes production to fully pass on higher cost is backed by the 

16-month renewal of retainer pipe contract (up to Dec-23) from Perbadanan 

Asset Air Berhad (PAAB, we estimate to be between RM50m to RM100m) – 

PAAB contract typically includes variation of price (VOP) component.  

• For MS pipes segment (RM256m outstanding order book as at end-1HFY21), 

the VOP component from PAAB contract renewals enables the group to 

mitigate the volatility in hot rolled coil (HRC) prices (hovering at 

c.RM3,000/tonne currently, indicatively at 10-15% higher than end-FY21 

levels), being the main raw material component which is imported (76% of 

production cost of MS pipes).  

Sales tonnage and utilisation rates Implications 

DI pipes sales tonnage has begun to decline, at -17% yoy : Demand has started to weaken for 2HFY22

MS pipes sales tonnage surged 102% yoy : Sustainable; supported by RM256m order book 

DI pipes plant utilisation fell slightly yoy to 31.3% : Likely lower in 2HFY22 on lower DI pipes order book 

MS pipes plant utilisation rate at a higher 47.1% : Expect robust growth in sales tonnage in 2HFY22

Wire mesh sales tonnage grew 9.7% yoy : Likely stable revenue contribution in 2HFY22

Steel bar sales tonnage rose 4.5% yoy : Demand has started to weaken for 2HFY22

ERW pipes sales tonnage surged 66.1% yoy : Likely stable growth in revenue in 2HFY22

Higher wire mesh, steel bar and ERW plant utilisation rates of 43-45% : To sustain in 2HFY22
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• High sales tonnage (production volume) for MS pipes, supported by high order 

book and RM151m contract secured from Taliworks relating to the Sg. Rasau 

upstream pipe network.   

 

Production cost breakdown: ability to pass on higher cost and 
pricing power dynamics   

Engtex ability to partially or fully pass on rising material cost is primarily a function 

of market demand, which was on the uptrend since 4QFY21 on the back of 

economic reopening. While this is the case, the key reason why quarterly 

segmental EBITDA margins were higher in FY21 (despite the lockdown) vs 

1HFY22 was the lower effective inventory carrying cost throughout FY21 vs 

1HFY22. FY21’s quarterly EBITDA margins peaked for both manufacturing and 

wholesale/distribution divisions due to higher selling prices. Key raw material 

items across all products based on the breakdown provided in the group’s 

quarterly operational updates as at 2QFY22:   

• Scrap metal: makes up 56% of the DI pipes’ production cost (sourced locally).  

• Hot Rolled Coil (HRC): makes up 76% of MS pipes’ production (imported).  

• Steel billets: makes up 92% of high tensile steel bars.  

• Wire rods: makes up 89% of wire mesh’s production cost.  

 

 
  

Figure 16: Cost breakdown for DI pipes as at 2QFY22 Figure 17: Cost breakdown for MS pipes as at 2QFY22 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Figure 18: Cost breakdown for wire mesh as at 2QFY22 Figure 19: Cost breakdown for rolling mill as at 2QFY22 

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

  

 

 

Not a dividend stock; net gearing manageable   

End-Jun net gearing rose slightly to 0.51x from 0.48x at end-FY21 due to working 

capital needs but remained manageable. We forecast slightly higher net gearing 

of 0.55x in FY23-24F. While there is no formal dividend policy, Engtex has 

consistently paid dividends. In 2QFY22, the group declared a single-tier DPS of 1 

sen, a sharp rise from FY21’s 0.75 sen. Our FY22/23/24F DPS of 1/1.1/1.15 sen 

assumes a payout ratio of 7.1-7.2% (FY21: 4.2%).   

 

 
  

Figure 20: Net gearing to trend lower over FY23-24F Figure 21: FY22-24F dividend yields of 1.7-1.9%   

  

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Key risks      

Legacy structural issues for the pipe sector   

A key risk is the pipe sector’s structural issues, which could continue to weigh on 

the overall water sector, including pipe players, in view of the still pending water 

tariff setting mechanism (TSM). The TSM remains the key component to resolving 

the backlog of water capex spending and, in turn, producing a sustainable capex 

cycle for pipe orders as it will enable state water operators to cover rising operating 

costs and progress on water infra initiatives, including 1) ongoing plans to raise 

water reserve margins by way of increasing water treatment capacities via new 

water treatment plants (WTP), 2) the continuation of non-revenue water (NRW) 

projects, which will reduce the rate of water leakages (NRW levels), and 3) the 

rollout of pipe replacement programmes. The government’s recent decision to 

maintain electricity and water tariffs in Peninsular Malaysia was a negative 

development, in our view, suggesting further uncertainties over the prospects for 

early implementation of the TSM.   

 

Delays in the award of upstream/downstream pipe scopes in 
other peninsular states and East Malaysia   

Given the high likelihood that the awards for new large value water infra could 

taper off following the award of three major infra packages for the Sg. Rasau water 

supply scheme in Selangor, near-term opportunities to replenish pipe order books 

lie solely on the Sg. Rasau contract. Should the Sg. Rasau contract progress at a 

slow pace from the 2% physical progress currently, there could be delays in 

additional pipe scopes for tenders. Also, at this juncture, the status of water infra 

initiatives in other states in Peninsular Malaysia as well as the state of Sarawak in 

East Malaysia remain unclear, although we note that Sarawak, for example, has 

proposed various water infrastructure initiatives to be implemented over several 

years. As for the Sg. Rasau water supply scheme, Gamuda and Taliworks were 

the two beneficiaries and are potential upstream turnkey clients for Engtex.   

 
 

Figure 22: Three main civil works packages for the Sg. Rasau water supply scheme 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Follow-through policies from the government   

Weak visibility of contract rollout as a result of uncertainties regarding the next 

general election (GE15) could pose an overhang risk on the stock. Although 

Engtex trades at undemanding valuations, risk reward may not be viewed as 

attractive at this juncture given concerns over the follow-through on policies by the 

government.  

 

Sustained weaker sales tonnage for DI pipes in 2HFY22F   

As at end-2QFY22, sales tonnage for DI pipes started to decline qoq due to 

weaker demand for smaller diameter pipes, including those for pipe replacement 

capex. Although the lower sales tonnage trend for DI pipes has been reflected in 

our FY22F EBITDA margin assumption of 9.6% (1HFY22: 10.4%) for the 

manufacturing segment,  a prolonged period of subdued demand for DI pipes may 

further weigh on group revenue and core net profit in 2HFY22F.    

 

 

Contract value 

Packages (RM m)

Package 1 (awarded - Gamuda) 1,968.0

Package 2 (awarded to Taliworks) 602.3

Package 3 (awarded to Taliworks) 293.8

Total value of civil works awarded 2,864.1
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SWOT analysis 

Strengths   

Engtex’s strengths include its profile as the leading domestic manufacturer of DI 

and MS pipes, operating in a duopolistic market with some degree of pricing power. 

Key steel products can be extensively used not only by the pipes sector, but also 

scalable into various construction and infrastructure sub-sectors.    

Weaknesses   

Medium risks in our view, is the contraction in EBITDA margins due to higher raw 

material prices and weaker demand. Also, uncertainties to the pace of the 

recovery of water/pipe contracts, which may continue to dampen sentiment on 

share price, which trades at a depressed CY22F P/BV of 0.34x.  

Opportunities   

What would mitigate uncertainties to the pace of the recovery of the water/pipe 

contracts is a potential turnaround post-Budget 2023, where there could be 

opportunities ranging from the rollout of new water/pipe contracts as more water 

treatment plants (WTPs) and water supply schemes are approved in other states, 

apart from Selangor.  

Threats   

Macro/structural threats include policy uncertainties due to potential political 

transition, prolonging the slowdown in water/pipe contract rollout and further 

delays in the water Tariff Setting Mechanism (TSM).   

  
 

Figure 23: SWOT analysis  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Valuation and recommendation    

Initiate with an Add and RM0.75 TP   

We initiate coverage with an Add and RM0.75 TP, based on a 30% discount to 

fully-diluted (FD) RNAV of RM1.08. We use RNAV instead of P/E to value Engtex 

as it better captures the segmental earnings of Engtex’s core divisions (at CY23F 

P/E of 10x) and the carrying values (end-FY21 book values; BV) of its non-core 

assets (land bank for property development, hotels and retail mall). To be prudent, 

we have also assumed a full dilution impact from the outstanding 109.1m warrants 

(issued in Sep 2021), which are currently out of the money (@RM0.70 strike price, 

expiring in 2026).  

Our end-CY23F TP of RM0.75 is pegged to a 30% discount to RNAV, to be 

broadly in line with the stock’s trailing 68% discount to its end-Jun BV of 

RM1.85/share. Our TP implies an appealing 28.2% upside, excluding FY22-24F 

dividend yields of 1.7-1.9%. 

The P/E multiple of 10x applied to the wholesale and distribution and 

manufacturing segments is based on the historical average for small caps, which 

also implies a 33% discount to the 15x long-term historical average of the 

construction sector’s small-/mid-cap companies.   

Strengths Opportunities

- Leading manufacturer of DI and MS pipes domestically - Potential positives from Budget 2023

- Operates in a duopolistic market with some degree of pricing power - Rollout of new water/pipe contracts under 12MP

- Ability to tap into various construction sub-sectors - New demand from infrastructure/construction contracts 

- Wide distribution network  - Monetisation of land bank to manage cashflows 

- Rising order book for MS pipes, with VOP advantage - Revival of pipe replacement spending nationwide 

Weaknesses Threats

- Rising inventory carrying cost; risks to margins  - Political transition may lead to project delays/reviews

- Declining DI pipes sales tonnage due to weak demand  - Slow down in infra/water contracts; negative for demand recovery 

- Market demand tapering off in 2HCY22F   - Rising cost for key raw materials 

- High raw material prices impacting segmental EBITDA margins - Delay in the Water Tariff Setting Mechanism (TSM)  

- Prolonged uncertainties of the water/pipe sector recovery 
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Key potential re-rating catalysts: 1) Sizeable pipe contract wins, 2) Follow-through 

of government water sector transformation targets, directly benefiting pipe players, 

3) Positive surprises from Budget 2023 relating to NRW/pipe replacement capex 

allocations. Key downside risks: 1) Contract delays, 2) Prolonged uncertainties for 

pipe contract outlook.     

 
 

Figure 24: RNAV  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Downside risks to the share price is limited, in our view   

Engtex’s share price performance was flat YTD. We believe, at the current share 

price level further downside risks are limited given: 1) improving earnings outlook, 

2) new opportunities to replenish existing pipe contracts, 3) emergence of new 

pipe contract tenders from Budget 2023 and the 12th Malaysia Plan (12MP),  4) 

likely removal of share price overhang on better execution of the government’s 

policies to revamp the overall water sector.   

Its share price fell 10.4% yoy at end-2019 likely due to concerns over depleting 

order book and lack of new tenders. It rerated 20% at end-2020, possibly due to 

positive expectations for the water and pipes sector from Budget 2021, and 

despite the negative effects of the pandemic (various lockdown measures that 

affected manufacturing companies). In 1HCY22, its share price re-rated to its 52-

week high of RM0.75 (20 Apr), underpinned by rising steel prices, which hence 

lifted selling prices and benefitted the wholesale and distribution (trading) division.  

CY24F Net profit Stake Value 

Core divisions (RM m) P/E (x) (%) (RM m)

Wholesale and distribution 38.1 10.0 100% 381.0

Manufacturing 37.9 10.0 100% 378.7

NBV as at end-FY21 Stake

Other divisions /assets (RM m) (%)

Remaining land bank 51.8 100% 51.8

Hotels (Engtex Leisure Sdn Bhd) 52.7 100% 52.7

Hotels (Swiss Mission Sdn Bhd) 15.9 100% 15.9

Retail Mall (Engtex Emerald Sdn Bhd) 28.8 100% 28.8

Total borrowings  (end-Jun 22) (510.0)

Cash (end-Jun 22) 118.9

No. of shares (m) 443.3

Outstanding warrants (2021/2026) (m) 109.1

Warrants proceeds @RM0.70 (RM m) 76.4

Total RNAV (RM m) 517.7

FD RNAV (RM m) 594.0

FD no. of shares (m) 552.4

FD RNAV/share (RM) 1.08

RNAV discount (%) 30%

TP 0.75

Notes:

1) P/E multiple of 10x is based on historical 

average for small caps (implied 33% discount 

to the 15x long-term historical average of 

the construction sector).

2) Values of remaining land bank and other 

assets are based on the carrying values at

end-FY21 (annual report). 

3) Warrants are out-of-the-money, but 

we assume full dilution for prudence 

purposes. 
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Its share price has since fallen, trading 22% lower than its 52-week high, as the 

momentum play on rising steel prices has subsided. Based on our FD FY22-24F 

EPS, Engtex trades at a compelling FD CY22-24F P/E of 4.2-4.5x. In our view, 

these factors present investors with a good re-entry point, in our view, ahead of 

any likely positive takeaways on the water and pipe infra space post-Budget 2023.   

 

 

Figure 25: Key notes on Engtex's share price performance 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

The theme is the domestic pipe capex cycle   

Below are reasons why we believe the domestic pipes infra cycle could be revived:   

• Water infra capex rollout in the state of Selangor is underway, led by turnkey 

awards for the Sg. Rasau water supply scheme. This will trickle down to the 

procurement of larger diameter pipes for the upstream portion. Subsequent 

phases of the Sg. Rasau scheme and other new water supply enhancement 

plans are likely to be positive for pipe players.  

• Nationwide pipe replacement capex is likely to regain traction under the 

upcoming Budget 2023, which could focus on further support for water services 

transformation plans and allocate sufficient funds to fortify the water 

distribution network via the reduction of the rate of water loss (non-revenue 

water, NRW, or the rate of water leakage in old pipes).    

• Resolution to the water tariff setting mechanism (TSM) issue, which will have 

positive implications for water infra funding (including pipes) as higher water 

tariffs will improve cashflow of water operators and enable them to initiate 

targeted greenfield pipe infra projects and resume delayed pipe replacement 

plans.   

 
 

 

Figure 26: Engtex’s’ share price chart 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 
 
 

Share 

price % yoy

Period (RM m) change Likely reason(s) to share price movement 

End-2019 0.60 -10.4% Depleting pipe orders; pre-pandemic

End-2020 0.72 20.0% Better outlook for water/pipe projects post-Budget 2021

End-2021 0.59 -18.8% Weak demand for pipes despite economic reopening 

Last close 0.59 0.0% 1) Absence of new catalysts; steel prices stabilised 

2) Share price back to its previous 52-week low 

52-week high (20 Apr) 0.75 na 1) Momentum play on rising steel prices in 1HCY22 

2) Trading division benefitted from better selling prices 

Share price discount to 52-week high -22.0%

Title:

Source:

Please fill in the values above to have them entered in your report
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Figure 27: Engtex's 1-year forward P/BV multiple 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 
 
 

 

Figure 28: Sector comparison   

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS, BLOOMBERG 

Note: Estimates for not rated (NR) companies are from Bloomberg Consensus 

DATA AS AT 26 SEP 2022 
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ENGT MK Equity +1SD Average -1SD

PB (x)

+1SD: 0.6x

Avg: 0.5x

-1SD: 0.3x

 Bloomberg  Price  Mkt Cap  Target price  

Companies
 Ticker 

 (Local 

curr) 
 (US$m)  (RM/share)  Rec CY20 CY21 CY22F CY20 CY21 CY22F CY20 CY21 CY22F CY20 CY21 CY22F CY20 CY21 CY22F

Engtex Group ENGT MK 0.59    55.3         0.75             Add 16.1 3.2 4.2 0.37 0.34 0.32 9.9 5.6 6.1 1.1 1.3 1.7 1.0 11.5 7.9

Hiap Teck Venture HTVB MK 0.24    91.0         na NR 8.1 1.6 2.9 0.37 0.62 na 9.8 5.9 4.0 0.0 0.0 4.2 7.1 14.7 11.0

Sector average 40.25       12.1 2.4 3.5 0.32 0.40 0.32 9.9 5.7 5.0 0.4 0.4 3.0 2.1 7.6 9.4

PE (x) P/B (x) EV/EBITDA (x) Div. yield (%) ROE (%)
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APPENDIX  

Company background   

Engtex Group is a leading one-stop pipeline system provider in Malaysia with a 

well-established backbone of manufacturing and distribution divisions. The 

group’s operations and production capacities mainly cater to the water and 

sewerage, infrastructure and construction sectors. Engtex Group was listed on 

Bursa Malaysia Main Board on 30 Jul 2002 at an adjusted IPO price of RM0.54.  

• The group is one of the few players domestically with the ability to 

manufacture large diameter pipes. It is also a leading wire mesh producer. In 

terms of market positioning, Engtex can be considered the bigger player in a 

duopolistic ductile iron (DI) pipe segment, the other player YLI Holdings. In 

the mild steel (MS) pipes segment, the group has the capacity to manufacture 

up to 3m diameter pipes, which are typically used for upstream water 

distribution pipelines.    

• Engtex also has integrated wholesale and distribution operations, being the 

largest player for non-oil and gas pipes, valves and fittings (PVFs), plumbing 

materials, building materials (including steel products), and general hardware 

products.   

 
 

Figure 29: Engtex Group’s business divisions    

 

SOURCES: CGS-CIMB RESEARCH, COMPANY SLIDES   
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Figure 30: Engtex Group: Location of manufacturing facilities     

 

SOURCES: CGS-CIMB RESEARCH, COMPANY SLIDES   

 

 

Pipe production capacities, cost breakdown and 
utilisation rates   

The group’s DI pipes manufacturing facility in Gebeng, Kuantan, sits on 17.5 acres 

with a production capacity of 60k MT p.a. This mainly caters to the water and 

sewerage sectors. Scrap metal, being the main raw material, is sourced locally.  

 

 

Figure 31: DI pipes manufacturing plant in Gebang, Kuantan  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

Its MS pipes manufacturing facility in Serendah, Selangor, sits on a 15-acre land 

with a production capacity of 66k MT p.a. This mainly caters to the water and 

sewerage sectors. Hot rolled coil (HRC), the main raw material, is fully imported.  
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Figure 32: MS pipes manufacturing plant in Serendah, Selangor  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

 

The group’s electric resistance welded (ERW) pipe manufacturing facility in 

Gebeng, Kuantan, is housed on a 5.3-acre piece of land with a production capacity 

of 48k MT p.a. ERW pipes are mainly used in the water irrigation and agricultural, 

civil engineering, steel tower and mining industries and as hollow sections for 

building construction and infrastructure projects. Hot rolled coil (HRC), the main 

raw material, is fully imported.   

 

 

Figure 33: ERW pipes manufacturing plant in Gebeng, Kuantan  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 
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Product range   

 
   

Figure 34: MS cement lined pipes   Figure 35: Aerokinetic air valve  Figure 36: Double orifice air valve   

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 
 

   

Figure 37: 100mm pillar hydrant    Figure 38: 3-way pillar hydrant  Figure 39: Pillar hydrant landing valve    

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 
   

Figure 40: Manhole cover     Figure 41: Manhole cover frame  Figure 42: Valve chamber    

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 
   

Figure 43: Mild steel plate      Figure 44: MS I-Beam   Figure 45: Mild steel channel     

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   
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Figure 46: MS angle bar       Figure 47: Hot rolled square bar   Figure 48: Ship and boiled plate      

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 
   

Figure 49: Wire mesh (BRC)        Figure 50: Steel bar    Figure 51: Nails       

   

SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS   

   

 

Management line-up   

 
 

Figure 52: Engtex Group: Management line-up      

 

SOURCES: CGS-CIMB RESEARCH, COMPANY SLIDES   
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ESG in a nutshell        

 

 

 

Engtex Group aligns itself with the United Nations Sustainable Development Goals (UNSDG) and is in compliance with 
global sustainability practices and principles in its daily operating and manufacturing activities. The group is also focused 
on standardising group-wide occupational health and safety policies and enhancing anti-bribery and anti-corruption 
practices.  

 

Keep your eye on Implications 

1) Commitment to managing climate change via a five-year 

target for its ductile iron pipe manufacturing plant in 

Kuantan. This will be rolled out to other major 

manufacturing plants.  

2) GHG emissions from the DI pipe manufacturing plant in 

2021 made up 0.823t/CO2 intensity per tonne of steel 

(2020: 0.710 t/CO2).  

3) Group energy consumption decreased by 8.8% from 

2020 to 2021 due to Covid-19 lockdowns.   

 

 
 

1) Complies with the requirements of the 2006 

Intergovernmental Panel Climate Council (IPCC) 

Guidelines for National Greenhouse Gas Inventories 

(IPCC 2006) and the WRI/WBCSD GHG Protocol 

Corporate Accounting and Reporting Standard.   

2) Enhancing management of resources and logistics 

relating to DI pipe manufacturing. 

3) Plans to install solar panels for production and non-

production use (production accounts for almost 85% of 

the total energy usage).  

4) Managing the usage of water; CO2 intensity from the 

consumption of water decreased by 79 tonnes yoy in 

2021. 

 
 

  

ESG highlights Implications 

Minimising waste generation at source by improving 

technological processes, reusing, recycling and reinventing 

waste resources (including safe disposal of waste). 

 
 

1) Mid-term and long-term plans: to look into improving 

waste management processes and identify areas where 

waste can be reduced, reused and recycled to minimise 

its carbon footprint. 

2) For DI pipe operations, GHG emissions decreased by 

10.2% yoy in 2021 due to lower steel production. The DI 

pipe plant has a production capacity of 60,000 MT, and 

the capacity of the plant can be expanded further.  
  

Trends Implications 

No notable ESG recognition nor ranking.    We expect to see improved ESG disclosures in the future, 

which may result in better ESG visibility among investors.    

 SOURCES: CGS-CIMB RESEARCH, REFINITIV 
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BY THE NUMBERS 
 
 

 

  

  

 

 

  

 

 

 
SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS  
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12-mth Fwd Rolling FD Core P/E (x) (lhs)

FD Core EPS Growth (rhs)

Profit & Loss 

(RMm) Dec-20A Dec-21A Dec-22F Dec-23F Dec-24F

Total Net Revenues 989.6 1,178.4 1,371.9 1,410.3 1,424.4

Gross Profit 127.6 204.9 204.5 210.2 213.5

Operating EBITDA 39.5 116.8 115.7 118.8 121.1

Depreciation And Amortisation (22.8) (22.2) (22.5) (23.2) (23.4)

Operating EBIT 16.7 94.6 93.2 95.6 97.7

Financial Income/(Expense) (15.9) (13.9) (18.0) (17.5) (17.6)

Pretax Income/(Loss) from Assoc. 0.0 0.0 0.0 0.0 0.0

Non-Operating Income/(Expense) 27.5 24.9 13.6 16.4 18.0

Profit Before Tax (pre-EI) 28.3 105.6 88.8 94.4 98.1

Exceptional Items

Pre-tax Profit 28.3 105.6 88.8 94.4 98.1

Taxation (12.3) (24.6) (23.8) (22.7) (23.5)

Exceptional Income - post-tax

Profit After Tax 16.0 80.9 64.9 71.7 74.6

Minority Interests (0.6) (2.6) (3.1) (3.1) (3.1)

Preferred Dividends 0.0 0.0 0.0 0.0 0.0

FX Gain/(Loss) - post tax 0.0 0.0 0.0 0.0 0.0

Other Adjustments - post-tax 0.0 0.0 0.0 0.0 0.0

Net Profit 15.4 78.4 61.8 68.6 71.4

Recurring Net Profit 6.7 84.2 61.8 68.6 71.4

Fully Diluted Recurring Net Profit 6.7 84.2 61.8 68.6 71.4

Cash Flow 

(RMm) Dec-20A Dec-21A Dec-22F Dec-23F Dec-24F

EBITDA 39.53 116.82 115.70 118.76 121.15

Cash Flow from Invt. & Assoc. 0.00 0.00 0.00 0.00 0.00

Change In Working Capital (47.97) (50.05) (24.39) (34.54) 2.02

(Incr)/Decr in Total Provisions 0.00 0.00 0.00 0.00 0.00

Other Non-Cash (Income)/Expense 0.00 0.00 0.00 0.00 0.00

Other Operating Cashflow 55.24 64.61 22.52 23.19 23.43

Net Interest (Paid)/Received (15.92) (13.92) (18.04) (17.53) (17.62)

Tax Paid (12.26) (24.64) (23.85) (22.66) (23.54)

Cashflow From Operations 18.61 92.82 71.94 67.23 105.43

Capex (12.49) (37.64) (13.35) (10.00) (10.00)

Disposals Of FAs/subsidiaries 0.72 3.21 1.97 2.59 2.28

Acq. Of Subsidiaries/investments 0.00 0.00 0.00 0.00 0.00

Other Investing Cashflow 2.39 1.95 2.17 2.06 2.11

Cash Flow From Investing (9.38) (32.48) (9.21) (5.35) (5.61)

Debt Raised/(repaid) 79.31 (3.27) 42.23 1.43 4.33

Proceeds From Issue Of Shares 0.00 2.92 0.00 0.00 0.00

Shares Repurchased (0.98) (0.67) 0.00 0.00 0.00

Dividends Paid (2.79) (3.42) (4.43) (4.88) (5.10)

Preferred Dividends

Other Financing Cashflow (34.75) (33.77) (34.26) (34.02) (34.14)

Cash Flow From Financing 40.79 (38.21) 3.54 (37.46) (34.90)

Total Cash Generated 50.02 22.14 66.27 24.42 64.92

Free Cashflow To Equity 88.55 57.08 104.96 63.31 104.16

Free Cashflow To Firm 27.55 76.82 82.44 81.39 119.53
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BY THE NUMBERS… cont’d 
 
 

 

 

  

 

 

  

 

 

 
SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS  

 
 

Balance Sheet 

(RMm) Dec-20A Dec-21A Dec-22F Dec-23F Dec-24F

Total Cash And Equivalents 99.4 123.0 118.9 112.9 114.1

Total Debtors 370.3 374.2 412.9 394.9 398.8

Inventories 445.8 484.0 484.6 465.4 470.1

Total Other Current Assets 0.8 11.8 11.5 11.5 11.5

Total Current Assets 916.2 992.9 1,027.9 984.7 994.5

Fixed Assets 335.3 350.1 354.7 355.4 356.1

Total Investments 41.3 41.3 40.9 40.9 40.9

Intangible Assets 0.0 0.0 0.0 0.0 0.0

Total Other Non-Current Assets 49.5 46.0 45.3 45.7 45.5

Total Non-current Assets 426.1 437.4 440.8 441.9 442.4

Short-term Debt 463.1 459.9 505.0 505.0 510.0

Current Portion of Long-Term Debt 0.0 0.0 0.0

Total Creditors 93.7 117.6 75.2 70.5 71.2

Other Current Liabilities 6.6 11.8 19.7 15.8 17.7

Total Current Liabilities 563.4 589.3 599.9 591.2 599.0

Total Long-term Debt 54.9 39.2 36.4 37.8 37.1

Hybrid Debt - Debt Component 0.0 0.0 0.0

Total Other Non-Current Liabilities 0.5 0.5 0.5 0.5 0.5

Total Non-current Liabilities 55.4 39.8 36.8 38.3 37.5

Total Provisions 12.6 10.4 10.9 10.7 10.8

Total Liabilities 631.4 639.5 647.6 640.2 647.3

Shareholders' Equity 691.9 769.3 798.0 764.1 766.9

Minority Interests 19.1 21.5 23.1 22.3 22.7

Total Equity 711.0 790.8 821.1 786.4 789.6

Key Ratios

Dec-20A Dec-21A Dec-22F Dec-23F Dec-24F

Revenue Growth (11.4%) 19.1% 16.4% 2.8% 1.0%

Operating EBITDA Growth 81% 196% (1%) 3% 2%

Operating EBITDA Margin 3.99% 9.91% 8.43% 8.42% 8.51%

Net Cash Per Share (RM) (0.94) (0.85) (0.95) (0.97) (0.98)

BVPS (RM) 1.56 1.74 1.80 1.72 1.73

Gross Interest Cover 0.91 5.74 4.73 4.90 4.96

Effective Tax Rate 43.4% 23.3% 26.9% 24.0% 24.0%

Net Dividend Payout Ratio 17.5% 4.2% 7.2% 7.1% 7.1%

Accounts Receivables Days 132.5 115.3 104.7 104.5 102.0

Inventory Days 186.9 174.3 151.4 144.5 141.4

Accounts Payables Days 40.51 39.62 30.15 22.16 21.42

ROIC (%) 1.55% 8.59% 8.20% 7.87% 8.24%

ROCE (%) 1.57% 7.64% 7.09% 7.19% 7.43%

Return On Average Assets 2.43% 6.84% 5.72% 6.17% 6.44%

Key Drivers

Dec-20A Dec-21A Dec-22F Dec-23F Dec-24F

Revenue growth (%) -11.4% 19.1% 16.4% 2.8% 1.0%
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DISCLAIMER 
This report has been prepared by CGS-CIMB pursuant to the Research Incentive Program under Bursa Research Incentive Scheme (“Bursa RISE”) 
administered by Bursa Malaysia Berhad. This report has been produced independent of any influence from Bursa Malaysia Berhad or the subject 
company. Bursa Malaysia Berhad and its group of companies disclaims any and all liability, howsoever arising, out of or in relation to the administration 
of Bursa Research Incentive Program and/or this report. 

The content of this report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by and 
belongs to CGS-CIMB. Reports relating to a specific geographical area are produced and distributed by the corresponding CGS-CIMB entity as listed 
in the table below. 

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 law or regulation. 

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set 
forth below and agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to 
comply with these limitations may constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain confidential. 
No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means; or (ii) redistributed or passed on, 
directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CGS-CIMB. 

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. CGS-
CIMB may or may not issue regular reports on the subject matter of this report at any frequency and may cease to do so or change the periodicity of 
reports at any time. CGS-CIMB has no obligation to update this report in the event of a material change to the information contained in this report. 
CGS-CIMB does not accept any obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant, (ii) ensure that the 
content of this report constitutes all the information a prospective investor may require, (iii) ensure the adequacy, accuracy, completeness, reliability or 
fairness of any views, opinions and information, and accordingly, CGS-CIMB, its affiliates and related persons including China Galaxy International 
Financial Holdings Limited (“CGIFHL”) and CIMB Group Sdn. Bhd. (“CIMBG”) and their respective related corporations (and their respective directors, 
associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including but not limited to any 
direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. In particular, CGS-CIMB disclaims all 
responsibility and liability for the views and opinions set out in this report.  

Unless otherwise specified, this report is based upon sources which CGS-CIMB considers to be reasonable. Such sources will, unless otherwise 
specified, for market data, be market data and prices available from the main stock exchange or market where the relevant security is listed, or, where 
appropriate, any other market. Information on the accounts and business of company(ies) will generally be based on published statements of the 
company(ies), information disseminated by regulatory information services, other publicly available information and information resulting from our 
research. 

Whilst every effort is made to ensure that statements 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 as of the date of the document 
in which they are contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a 
reliable indicator of future performance. The value of investments may go down as well as up and those investing may, depending on the investments 
in question, lose more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of CGS-CIMB or any of its affiliates 

(including CGIFHL, CIMBG and their respective related corporations) to any person to buy or sell any investments.  

CGS-CIMB, its affiliates and related corporations (including CGIFHL, CIMBG and their respective related corporations) and/or their respective directors, 
associates, connected parties and/or employees may own or have positions in securities of the company(ies) covered in this research report or any 
securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. Further, CGS-CIMB, 
its affiliates and their respective related corporations (including CGIFHL, CIMBG and their respective related corporations) do and seek to do business 
with the company(ies) covered in this research report and may from time to time act as market maker or have assumed an underwriting commitment 
in securities of such company(ies), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform 
significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well as solicit such investment, 
advisory or other services from any entity mentioned in this report. 

CGS-CIMB or its affiliates (including CGIFHL, CIMBG and their respective related corporations) may enter into an agreement with the company(ies) 
covered in this report relating to the production of research reports. CGS-CIMB may disclose the contents of this report to the company(ies) covered 
by it and may have amended the contents of this report following such disclosure. 

The analyst 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. 
No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or view(s) 
in this report. The analyst(s) who prepared this research report is prohibited from receiving any compensation, incentive or bonus based on specific 
investment banking transactions or for providing a specific recommendation for, or view of, a particular company. Information barriers and other 
arrangements may be established where necessary to prevent conflicts of interests arising. However, the analyst(s) may receive compensation that is 
based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the research 
personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this 
research report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. 
Additional information is, subject to the duties of confidentiality, available on request. 

Reports relating to a specific geographical area are produced by the corresponding CGS-CIMB entity as listed in the table below. The term “CGS-
CIMB” shall denote, where appropriate, the relevant entity distributing or disseminating the report in the particular jurisdiction referenced below, or, in 
every other case except as otherwise stated herein, CGS-CIMB Securities International Pte. Ltd. and its affiliates, subsidiaries and related corporations. 
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Country CGS-CIMB Entity Regulated by 

Hong Kong CGS-CIMB Securities (Hong Kong) Limited Securities and Futures Commission Hong Kong 

India CGS-CIMB Securities (India) Private Limited  Securities and Exchange Board of India (SEBI) 

Indonesia PT CGS-CIMB Sekuritas Indonesia  Financial Services Authority of Indonesia 

Malaysia CGS-CIMB Securities Sdn. Bhd. Securities Commission Malaysia 

Singapore CGS-CIMB Securities (Singapore) Pte. Ltd.  Monetary Authority of Singapore 

South Korea CGS-CIMB Securities (Hong Kong) Limited, Korea Branch  Financial Services Commission and Financial Supervisory Service 

Thailand CGS-CIMB Securities (Thailand) Co. Ltd.  Securities and Exchange Commission Thailand 
  
 

Other Significant Financial Interests: 

(i)  As of August 31, 2022 CGS-CIMB has a proprietary position in the securities (which may include but not be limited to shares, warrants, call warrants 
and/or any other derivatives) in the following company or companies covered or recommended in this report:  

(a)  - 

(ii)  Analyst Disclosure: As of September 27, 2022, the analyst(s) who prepared this report, and the associate(s), has / have an interest in the securities 
(which may include but not be limited to shares, warrants, call warrants and/or any other derivatives) in the following company or companies covered 
or recommended in this report: 

(a)  - 
 

This report does not purport to contain all the information that a prospective investor may require. Neither CGS-CIMB nor any of its affiliates (including 
CGIFHL, CIMBG and their related corporations) make any guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, 
completeness, reliability or fairness of any such information and opinion contained in this report. Neither CGS-CIMB nor any of its affiliates nor their 
related persons (including CGIFHL, CIMBG and their related corporations) shall be liable in any manner whatsoever for any consequences (including 
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CGS-CIMB’s clients generally 
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. The information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to 
buy or sell the subject securities, related investments or other financial instruments or any derivative instrument, or any rights pertaining thereto. 

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual 
investment objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, 
financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this research report. 

The securities of such company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors. 
 

Restrictions on Distributions 

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CGS-CIMB Securities (Singapore) Pte. Ltd. and 
CGS-CIMB Securities (Hong Kong) Limited. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of 
the Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other 
person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and has been 
prepared without taking into account the objectives, financial situation or needs of the individual recipient. CGS-CIMB Securities (Singapore) Pte. Ltd. 
and CGS-CIMB Securities (Hong Kong) Limited do not hold, and are not required to hold an Australian financial services license. CGS-CIMB Securities 
(Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited rely on “passporting” exemptions for entities appropriately licensed by the 
Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC Class 
Order 03/1103).  

Canada: This research report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 – Research 
Restrictions and Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by CIBC, 
further disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com . 

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the 
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory 
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The 
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to 
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not be 
provided to any person other than the original recipient and may not be reproduced or used for any other purpose. 

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to 
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is 
not intended as a solicitation for the purchase of any financial instrument. 

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act 
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time 
of the publication of the information. 

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither the 
German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report.  

Hong Kong: This report is issued and distributed in Hong Kong by CGS-CIMB Securities (Hong Kong) Limited (“CHK”) which is licensed in Hong Kong 
by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) activities. Any investors wishing to 
purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CGS-CIMB Securities (Hong Kong) Limited. 
The views and opinions in this research report are our own as of the date hereof and are 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. 
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CHK has no obligation to update its opinion or the information in this research report.  

This publication is strictly confidential and is for private circulation only to clients of CHK. 

CHK does not make a market on other securities mentioned in the report. 
 

India: This report is issued and distributed in India by CGS-CIMB Securities (India) Private Limited (“CGS-CIMB India”). CGS-CIMB India is a subsidiary 
of CGS-CIMB Securities International Pte. Ltd. which is in turn is a 50:50 joint venture company of CGIFHL and CIMBG. The details of the members 
of the group of companies of CGS-CIMB can be found at www.cgs-cimb.com, CGIFHL at www.chinastock.com.hk/en/ACG/ContactUs/index.aspx and 
CIMBG at www.cimb.com/en/who-we-are.html. CGS-CIMB India is registered with the National Stock Exchange of India Limited and BSE Limited as 
a trading and clearing member (Merchant Banking Number: INM000012037) under the Securities and Exchange Board of India (Stock Brokers and 
Sub-Brokers) Regulations, 1992. In accordance with the provisions of Regulation 4(g) of the Securities and Exchange Board of India (Investment 
Advisers) Regulations, 2013, CGS-CIMB India is not required to seek registration with the Securities and Exchange Board of India (“SEBI”) as an 
Investment Adviser. CGS-CIMB India is registered with SEBI (SEBI Registration Number: INZ000209135) as a Research Analyst (INH000000669) 
pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations"). 

This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and 
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely on 
their own investigations and take their own professional advice before investment.  

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of CGS-CIMB India and they have received compensation based upon various factors, including quality, accuracy and value of research, firm 
profitability or revenues, client feedback and competitive factors. Research analysts', strategists' or economists' compensation is not linked to 
investment banking or capital markets transactions performed or proposed to be performed by CGS-CIMB India or its affiliates. 

CGS-CIMB India does not have actual / beneficial ownership of 1% or more securities of the subject company in this research report, at the end of the 
month immediately preceding the date of publication of this research report. However, since affiliates of CGS-CIMB India are engaged in the financial 
services business, they might have in their normal course of business financial interests or actual / beneficial ownership of one per cent or more in 
various companies including the subject company in this research report. 

CGS-CIMB India or its associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the subject company in 
this research report; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market 
maker in the financial instruments of the subject company in this research report or act as an advisor or lender/borrower to such company or may have 
any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not received any compensation for investment 
banking, merchant banking or brokerage services from the subject company mentioned in the research report in the past 12 months. 

CGS-CIMB India, its associates and the analyst engaged in preparation of this research report have not managed or co-managed public offering of 
securities for the subject company mentioned in the research report in the past 12 months. The analyst from CGS-CIMB India engaged in preparation 
of this research report or his/her relative (a) do not have any financial interests in the subject company mentioned in this research report; (b) do not 
own 1% or more of the equity securities of the subject company mentioned in the research report as of the last day of the month preceding the 
publication of the research report; (c) do not have any material conflict of interest at the time of publication of the research report. 

Indonesia: This report is issued and distributed by PT CGS-CIMB Sekuritas Indonesia (“CGS-CIMB Indonesia”). The views and opinions in this 
research report are our own as of the date hereof and are subject to change. CGS-CIMB Indonesia has no obligation to update its opinion or the 
information in this research report. This report is for private circulation only to clients of CGS-CIMB Indonesia. Neither this report nor any copy hereof 
may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable Indonesian capital market laws and regulations. 

This research report is not an offer of securities in Indonesia. The securities referred to in this research report have not been registered with the 
Financial Services Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold within 
the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the 
meaning of the Indonesian capital market law and regulations. 

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB 
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland. 

Malaysia: This report is distributed in Malaysia by CGS-CIMB Securities Sdn. Bhd. (“CGS-CIMB Malaysia”) solely for the benefit of and for the exclusive 
use of our clients. Recipients of this report are to contact CGS-CIMB Malaysia, at Level 29, Menara Bumiputra-Commerce, No. 11, Jalan Raja Laut, 
50350 Kuala Lumpur, Malaysia, in respect of any matters arising from or in connection with this report. CGS-CIMB Malaysia has no obligation to 
update, revise or reaffirm its opinion or the information in this research report after the date of this report. CGS-CIMB Malaysia may act or acts as a 
market maker in the capital market products of the following companies: (Malaysia Market Maker Company List - Click here)  

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial Advisers 
Act 2008. 

Singapore: This report is issued and distributed by CGS-CIMB Securities (Singapore) Pte Ltd (“CGS-CIMB Singapore”). CGS-CIMB Singapore is a 
capital markets services licensee under the Securities and Futures Act (Chapter 289). Accordingly, it is exempted from the requirement to hold a 
financial adviser’s licence under the Financial Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or promulgating research 
analyses or research reports, whether in electronic, print or other form. CGS-CIMB Singapore is subject to the applicable rules under the FAA unless 
it is able to avail itself to any prescribed exemptions. 

Recipients of this report are to contact CGS-CIMB Singapore, 10 Marina Boulevard, Marina Bay Financial Centre Tower 2, #09-01, Singapore 018983 

https://cgs-cimb.my.salesforce.com/sfc/p/#0o000001R0lq/a/0o000001VR1G/EGuppLIVrQIYByUFpZxonwvTdXppk9F4ylvcynAG1do
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in respect of any matters arising from, or in connection with this report. CGS-CIMB Singapore has no obligation to update its opinion or the information 
in this research report. This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CGS-CIMB 
Singapore directly, you may not rely, use or disclose to anyone else this report or its contents. 

If the recipient of this research report is not an accredited investor, expert investor or institutional investor, CGS-CIMB Singapore accepts legal 
responsibility for the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited 
investor, expert investor or institutional investor, the recipient is deemed to acknowledge that CGS-CIMB Singapore is exempt from certain 
requirements under the FAA and its attendant regulations, and as such, is exempt from complying with the following: 

(a)  Section 25 of the FAA (obligation to disclose product information); 

(b)  Section 27 (duty not to make recommendation with respect to any investment product without having a reasonable basis where you may be 
reasonably expected to rely on the recommendation) of the FAA; 

(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 

(e)  Section 36 (obligation on disclosure of interest in specified products), and 

(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which are relates to the above, to the extent permitted by 
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes as 
we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges that 
as CGS-CIMB Singapore is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMB Singapore for 
any loss or damage arising from the recipient’s reliance on any recommendation made by CGS-CIMB Singapore which would otherwise be a right that 
is available to the recipient under Section 27 of the FAA. .  

CGS-CIMB Singapore, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have 
positions in specified products of the company(ies) covered in this research report or any specified products related thereto and may from time to time 
add to or dispose of, or may be materially interested in, any such specified products. Further, CGS-CIMB Singapore, its affiliates and its related 
corporations do and seek to do business with the company(ies) covered in this research report and may from time to time act as market maker or have 
assumed an underwriting commitment in specified products of such company(ies), may sell them to or buy them from customers on a principal basis 
and may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such 
company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. 

CGS-CIMB Singapore does not make a market on other securities mentioned in the report. 
 

South Korea: This report is issued and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB Korea”) 
which is licensed as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. In South 
Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market Act of 
Korea (“FSCMA”). 

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not 
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any investment 
decision. This document does not constitute a public offering of securities.  

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution 
of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may 
not be forwarded to the public in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks 
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research). 
Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to be reliable (but 
their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after due and careful consideration 
for use as information for investment. Such opinions are subject to change without notice and CGS-CIMB Thailand has no obligation to update its opinion or the 
information in this research report. 

Corporate Governance Report (CGR): (Thai CGR and Anti-Corruption of Thai Listed Companies - Click here)  
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of 
the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the Market 
for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It 
is not an evaluation of operation and is not based on inside information. 

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that 
date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result. 
 

Score Range: 90 - 100 80 – 89 70 - 79 Below 70 No Survey Result 

Description: Excellent Very Good Good N/A N/A    

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing 
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, 
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is 
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the 
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to 
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the United 
Arab Emirates.  

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is also being distributed 
by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority and its 

https://cgs-cimb.my.salesforce.com/sfc/p/0o000001R0lq/a/0o000001VQbD/pWEfTWEVLyr6lOuRp_QTby300FRhrpwPw3_B1UGB1zo
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registered office is at 53 New Broad Street, London EC2M 1JJ. The material distributed by CGS-CIMB UK has been prepared in accordance with 
CGS-CIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for distribution 
only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients of CGS-
CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 
2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c)  fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated 
associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all such persons together 
being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied on by persons who are 
not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons and will be engaged in 
only with relevant persons. 

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective assessment 
of the subject matter and does not constitute independent research. Consequently, this material has not been prepared in accordance with legal 
requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the dissemination of 
research. Therefore, this material is considered a marketing communication.  

United States: This research report is distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-dealer 
and an affiliate of CGS-CIMB Securities Sdn. Bhd., CGS-CIMB Securities (Singapore) Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-CIMB 
Securities (Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB Securities (India) Private Limited, and is distributed solely 
to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication 
is only for Institutional Investors whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative 
securities and who have professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor 
must not rely on this communication. The delivery of this research report to any person in the United States of America is not a recommendation to 
effect any transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB Securities (USA) Inc, is a 
FINRA/SIPC member and takes responsibility for the content of this report. For further information or to place an order in any of the above-mentioned 
securities please contact a registered representative of CGS-CIMB Securities (USA) Inc. 

CGS-CIMB Securities (USA) Inc. does not make a market on other securities mentioned in the report. 

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months. 

CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12 
months. 

CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the company 
mentioned within the next 3 months. 

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA”), this 
report is third-party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and CGS-
CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to persons who qualify as 
“U.S. Institutional Investors” or as “Major U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934, as 
amended. This communication is only for U.S. Institutional Investors or Major U.S. Institutional Investor whose ordinary business activities involve 
investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any 
person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. The delivery of this report to 
any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion 
expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes responsibility for the content of this report. For 
further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities 
(USA) Inc. or RJA.  https://raymondjames.com/InternationalEquityDisclosures  

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, 
institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.  

 

Rating Distribution (%) Investment Banking clients (%)

Add 68.4% 0.8%

Hold 24.6% 0.0%

Reduce 7.0% 0.2%

Distribution of stock ratings and investment banking clients for quarter ended on 30 June 2022

643 companies under coverage for quarter ended on 30 June 2022

https://raymondjames.com/InternationalEquityDisclosures
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Spitzer Chart for stock being researched ( 2 year data ) 
 

Engtex Group (ENGT MK) 

 

 
 

 

Recommendation Framework 

Stock Ratings Definition: 

 Add The stock’s total return is expected to exceed 10% over the next 12 months. 

 Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net 
dividend yields of the stock.  Stock price targets have an investment horizon of 12 months.  
  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 
  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
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