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Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 25.9 9.0 9.0 19.7 1.4 

Relative (6.3) 13.5 (4.0) (1.5) (39.8) 

52-wk Price low/high (MYR) 0.29 – 0.40 

 

 

Source: Bloomberg 

 

 

 

 MYR0.50 FV based on 15x FY24F P/E. With an unyielding need for power 

and cables, Southern Cable has emerged as a thriving player in this 
evergreen market, poised for continuous expansion. Malaysia's ambitious 
goal of achieving net zero emissions by 2050 – including higher uptake of 
renewable energy (RE) sources and the enhancing of the country’s grid, is 
expected to be a catalyst for the group’s earnings growth. 

 National Energy Transition Roadmap (NETR). The Economy Ministry 

announced the details of NETR Phase 2 last August. From this roadmap, 
solar photovoltaic (PV) capacity is expected to chart a 14% CAGR to 57GW 
by 2050 – a boon to the exponential growth in demand for SCG’s certified 
solar PV cables, which are now widely used by major solar EPCC players. 

 Grid. Tenaga Nasional (TNB MK, BUY, TP: MYR12) is upgrading 

Malaysia's power grid to accommodate the increasing integration of RE and 
growing energy consumption. Efforts include deploying cutting-edge 
technology like energy storage systems, smart grids, and transmission line 
enhancements. NETR estimated that a MYR420bn investment 
(c.MYR15.6bn pa) will be needed for grid upgrades over 2023-2050, in line 
with TNB’s guided MYR90bn capex for 2025-2030. Its contracts account for 
>30% of SCG's revenue, so the group stands to gain significantly from these 
upgrades. This is also due to its strong and longstanding partnership with 
TNB and its reputation for delivering high-quality products.   

 Moderating input prices. When commodity prices surged in previous 

years, SCG’s margins contracted due to its inability to pass on costs of 
materials like polymer (c.20% of total costs) to long-term clients. However, 
the lower input prices and higher ASP factored into the new contracts should 
aid the group’s margins recovery and fuel earnings growth. 

 SCG’s orderbook is worth >MYR1bn (1.14x cover ratio), providing 

earnings visibility for the next three years. Its recently secured MYR332.1m 
contract from TNB for the supply of underground cables and conductors 
brings its YTD contract wins to >MYR500m. On the back of a solid 
orderbook and Malaysia’s shift towards using RE, the power grid upgrades, 
and SCG’s growing export sales and recovering margins, we expect it to 
record a FY22-25F earnings CAGR of 24.3%. 

 Our FV is derived from 15x FY24F P/E. This is a huge discount to its 

international peer average for the cables and wires business, given SCG’s 
smaller market cap, local-centric business, and lower margins. However, we 
note that it is one of the sector’s cost leaders and possesses the widest 
range of product offerings locally. It also enjoys the lion’s share of demand 
for cables from TNB. Key downside risks include its dependence on capex 
spending by the power industry, escalation of input costs, fluctuation in 
commodity prices, and margin pressure due to competition. 

 
 
 

 

Source: Company data, RHB 
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SCGBHD MK (SCGBHD MK)
Price Close Relative to KLPRP Index (RHS)

Forecasts and Valuation Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total turnover (MYRm) 660               876               972               1,055            1,164            

Recurring net profit (MYRm) 11                 16                 21                 26                 30                 

Recurring net profit growth (%) (50.1)             44.7              35.0              25.9              14.7              

Recurring P/E (x) 27.18            18.78            13.91            11.06            9.64              

P/B (x) 1.1                1.0                1.0                0.9                0.8                

P/CF (x) na na 3.71              13.72            25.52            

Dividend Yield (%) 0.6                0.8                1.1                1.4                1.5                

EV/EBITDA (x) 15.35            13.41            9.53              8.04              7.26              

Return on average equity (%) 4.0                5.2                7.1                8.3                8.9                

Net debt to equity (%) 47.8              68.0              44.1              39.2              36.5              

Note: 
Small cap stocks are defined as companies with a market 
capitalisation of less than USD0.5bn. 

file:///C:/Users/459603/Pictures/miza.izaimi@rhbgroup.com
file:///C:/Users/459603/Pictures/lee.meng.horng@rhbgroup.com
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Financial Exhibits 
 

  Asia 

Malaysia 

Construction & Engineering 

Southern Cable Group 

SCGBHD MK 

Not Rated 

 

Valuation basis 

15x P/E on FY24F EPS 

 

Key drivers 

i. Beneficiary of the National Energy Transition 
Roadmap or NETR and Tenaga Nasional's grid 
upgrade plans; 

ii. Growing electricity demand; 
iii. Growing US exports. 

 
 

Key risks 

i. Dependence on capex spending from power 
industry; 

ii. Escalation of input costs; 
iii. Fluctuation of commodity prices;  
iv. Margins pressure from competition, 

 
 

Company Profile 

Southern Cable is mainly involved in the manufacturing 
of cables and wires, and production and/or trading of 
other related products and services. These are 
complemented by key supporting activities, namely 
furnace and continuous casting operations, and the 
manufacturing of plastic compounds. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 

  

Financial summary (MYR) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Recurring EPS 0.01                    0.02                    0.03                    0.03                    0.04                    

DPS 0.00                    0.00                    0.00                    0.01                    0.01                    

BVPS 0.34                    0.36                    0.38                    0.41                    0.44                    

Return on average equity (%) 4.0                      5.2                      7.1                      8.3                      8.9                      

Valuation metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Recurring P/E (x) 27.18                  18.78                  13.91                  11.06                  9.64                    

P/B (x) 1.1                      1.0                      1.0                      0.9                      0.8                      

FCF Yield (%) (44.4)                   (20.3)                   22.5                    3.2                      0.5                      

Dividend Yield (%) 0.6                      0.8                      1.1                      1.4                      1.5                      

EV/EBITDA (x) 15.35                  13.41                  9.53                    8.04                    7.26                    

EV/EBIT (x) 21.01                  17.30                  11.92                  9.97                    8.98                    

Income statement (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total turnover 660 876 972 1,055 1,164

Gross profit 39 52 59 67 74

EBITDA 28 36 45 52 58

Depreciation and amortisation (7) (8) (9) (10) (11)

Operating profit 20 28 36 42 47

Net interest (6) (8) (8) (7) (7)

Pre-tax profit 14 20 28 35 40

Taxation (3) (5) (7) (8) (10)

Reported net profit 11 15 21 26 30

Recurring net profit 11 16 21 26 30

Cash flow (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Change in working capital (124) (73) 47 (14) (27)

Cash flow from operations (107) (47) 79 21 11

Capex (22) (13) (13) (12) (10)

Cash flow from investing activities 19 (7) (13) (12) (10)

Dividends paid (3) (2) (3) (4) (4)

Cash flow from financing activities 31 41 (38) (21) (22)

Cash at beginning of period 129 35 22 56 53

Net change in cash (57) (13) 28 (12) (20)

Ending balance cash 30 17 50 44 32

Balance sheet (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total cash and equivalents 35 22 56 53 42

Tangible fixed assets 87 93 97 99 98

Total assets 511 571 575 593 617

Short-term debt 158 212 182 172 162

Total long-term debt 9 6 10 10 10

Total liabilities 236 283 269 265 263

Total equity 275 288 306 328 354

Total liabilities & equity 511 571 575 593 617

Key metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Revenue growth (%) 17.3 32.7 11.0 8.5 10.3

Recurrent EPS growth (%) (50.1) 44.7 35.0 25.9 14.7

Gross margin (%) 5.9 5.9 6.1 6.4 6.4

Operating EBITDA margin (%) 4.2 4.2 4.6 5.0 5.0

Net profit margin (%) 1.7 1.7 2.2 2.5 2.6

Dividend payout ratio (%) 15.4 15.4 15.2 15.1 14.8

Capex/sales (%) 3.4 1.5 1.3 1.1 0.9

Interest cover (x) 3.45 3.38 4.38 5.67 6.65
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Investment Thesis 
Capitalising on Malaysia’s long-term energy security objectives. On 29 Aug, the 

Ministry of Economy unveiled the second phase of the NETR, where it outlined 50 initiatives 
under six energy transition levers and five enablers, in addition to the 10 flagship projects 
and initiatives announced in Phase 1 of the roadmap. The six energy transition levers are 
energy efficiency, RE, hydrogen, bioenergy, green mobility, and CCUS while the five 
enablers entail financing & investments, human capital & capabilities, policy & regulation, 
technology & infrastructure, as well as governance.  

The first phase is expected to attract an investment of MYR25bn and create approximately 
23k high-quality jobs, whereas the successful implementation of NETR is projected to uplift 
GDP value at a CAGR of 8.4%, from MYR25bn in 2023 to MYR220bn, and generate 
310,000 jobs in 2050.  

According to the projection of NETR, the 70% RE capacity will be dominated by solar power 
at 58% of total installed capacity, followed by hydro and bioenergy at 11% and 1%. As such, 
solar PV capacity is likely to grow aggressively at a 14% CAGR to 57GW by 2050.  

Alongside the NETR, the first round of the Corporate Green Power Programme’s shortlisted 
bidders were recently announced (total injection of 800MW capacity, worth MYR2bn based 
on MYR2.5m/MW) – this would provide contract orders in the near term. The overall focus 
on solar power adoption should continue to support baseline growth for SCG’s power cable 
and wire sales – which constitute over 85.5% of its revenue base – as the group has 
developed full range of power cables and wires, including solar PV cables certified by TÜV 
SÜD. These products have been used by EPCC solar players – eg Solarvest (SOLAR MK, 
BUY, TP: MYR1.53), Pekat Group (PEKAT MK, NR), and Cypark Resources (CYP MK, NR) 
– for projects such as large-scale solar, placing the group in good stead to leverage on the 
growing solar energy landscape.  
 

Figure 1: Phases of the NETR 

 

Source: NETR 
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Figure 2: Projected power system installed capacity mix (2025-2050) 

 

Source: NETR 
 

Grid of the future. TNB’s grid upgrade plans are aimed at facilitating the growing integration 

of RE into the country’s electricity grid. RE sources such as solar and wind are intermittent 
in nature, meaning that their output can fluctuate according to weather conditions. This can 
pose challenges to the grid, as it needs to be able to balance the variable supply of RE with 
the demand for electricity, while maintaining a reliable and stable power supply. TNB's grid 
upgrade plans involve the deployment of new technologies and infrastructure, such as 
energy storage systems, smart grid technologies, and transmission line upgrades, to help 
the grid manage the integration of RE more effectively.  

NETR has estimated that a total of MYR420bn in investment will be needed in 2023-2050 
for grid upgrades, which translates to c.MYR15.6bn pa. This is in line with TNB’s guided 
MYR90bn capex for 2025-2030. During the unveiling of NETR phase 1, TNB announced its 
plans to invest an additional MYR35bn between 2025 and 2030 to upgrade Malaysia's 
power grid. This is on top of the MYR54bn non-energy transition (ET) investment allocated 
for the grid over the same 5-year period. Given that TNB currently makes up more than 30% 
of SCG revenue, the higher planned capex benefits the group, in our view. SGC is well-
positioned to benefit from continued grid upgrades due to its longstanding business 
relationship with TNB – given its strong track record of providing comprehensive, high-
quality products. 
 

Figure 3: Projected power system – cumulative investments 

 

Source: Company data 

 

Sarawak’s development plans. The Sarawak State Government is making significant 

investments in infrastructure development to improve connectivity, economic growth, and 
the quality of life of its population. Key initiatives include the Sarawak Corridor of Renewable 
Energy (SCORE), which aims to leverage the state's RE resources to drive economic 
growth, and the Pan Borneo Highway, which will connect Sarawak to the rest of Borneo and 
boost trade and investment.  
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Additionally, the Rural Infrastructure Development Plan aims to improve access to basic and 
social infrastructure in rural areas, while smart city initiatives are underway to enhance the 
efficiency and liveability of Sarawak's cities. Sarawak infrastructure development projects 
include the Highland Development Agency (HDA), Upper Rajang Development Agency 
(URDA), and Northern Region Development Agency (NRDA) masterplans. All these focus 
on the construction of roads, bridges, water supply systems, and electricity grids.  

The URDA, HDA, and NRDA masterplans include plans for the expansion of electricity grids, 
and Sarawak Energy is responsible for the construction and operation of these grids. The 
company has invested heavily in new power generation plants and transmission lines in 
recent years to support the development of these regions. Overall, the development of 
Sarawak is expected to create significant new demand for power cables. SCG is 
advantageously placed to capitalise on this demand, given its experience with Sarawak 
Energy and its extensive expertise.  

Orders on hand exceeding MY1bn. SCG’s orderbook currently stands at more than 

MYR1bn, which is expected to be recognised up until 2026 – providing earnings visibility for 
the next three years. Its recently secured contract from TNB worth MYR332.1m for the 
supply of underground cable and conductor brings the group’s YTD contract wins to more 
than MYR500m. Other YTD wins include the MYR44.8m battery system supply contract 
secured in May 2023 coming from the telecommunication sector. Moreover, the group is 
poised to secure purchase orders across various customers including EPCC contractors, 
resellers, and others. SCG’s robust orderbook reflects the positive demand for power cables 
and wires, in line with the accelerated infrastructure developments nationwide. As such, the 
group expects its utilisation rate to be maintained at >80% in the coming quarters.  
 

Figure 4: Production capacity 

 

Source: Company data 

 

Increasing capacity to further solidify its leading position. SCG is currently constructing 

a new plant (Lot 38) as well upgrading its existing plant for the group’s long-term growth. 
The upgrade of the existing plan will bring an additional capacity of 2,000km pa for power 
cables and wires, while Lot 38 will bolster another 5,000km pa of power and control cable 
and wires. The new facility will focus on manufacturing a range of power and control cables 
and wires used in automotive and elevator applications. Both of the developments are slated 
for completion by the end of this year, and are to be commissioned in 1H24. By 2025, the 
group is looking at a total capacity of 45,780km, pointing to an 18.1% increase from the 
current capacity of 38,780km. The total capex for both these plants is c.MYR7.5m, funded 
by its IPO proceeds, internal funds and borrowings.  

The group is among the cost leaders in the industry, as it is an integrated player that owns 
and operates both copper and aluminium furnace. This gives SCG both a cost advantage 
(with high volume) as well as brings risk (with low volume-higher fixed cost) at the same 
time. But, with more capacity and their growing revenue, we can also expect certain 
operating leverage as long as it manages its cost of materials well. Management has guided 
that TNB needs a total of 32 different sized cables – as such, we believe the group is at 
advantage as it is capable of supply all of these sizes vs local rivals that can only offer 
specialised products, mostly medium-voltage (MV) and low-voltage (LV) cables.  
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Financial Overview And Valuation 
Results highlights. SCG’s earnings doubled YoY in 1H23 to MYR10.6m, on the back of 

higher revenue (+18.3% YoY), a better product mix, improved efficiency, and adjusted 
selling prices in line with the changes in raw material prices.  

2Q23 revenue rose 8.1% YoY to MYR231.8m, mainly driven by a higher sales volume and 
adjusted ASPs of cables and wires. Meanwhile, its GPM improved to 6.1% from 5.4% thanks 
to the better product mix. Correspondingly, SCG recorded a 2Q23 core net profit of 
MYR6.5m (2.2x YoY, +56.9% QoQ).  

Figure 5: Results review  

FYE Dec (MYRm) 2Q22 1Q23 2Q23 QoQ (%) YoY (%) 1H22 1H23 YoY (%) 

Revenue 214.6  240.9  231.8  (3.8) 8.1 399.7  472.8  18.3  

Gross Profit 11.6 13.7 14.0 2.3 20.5 21.1 27.7 31.5 

GP margin (%) 5.4 5.7 6.1   5.3 5.9  

         

Adjusted EBITDA 8.1 10.7 12.9 20.0 59.6 14.6 23.6 61.2 

Adjusted EBITDA margin (%) 3.8 4.4 5.5 
  

3.7 5.0 
 

Depreciation (1.9) (2.2) (2.2) 1.5 15.5 (3.8) (4.4) 15.9 

Adjusted EBIT 6.1 8.5 10.6 24.8 73.6 10.8 19.1 77.3 

EBIT margin (%) 2.8 3.5 4.6 
  

2.7 4.0 
 

Interest expense (1.9) (2.7) (2.4) (11.4) 26.7 (3.7) (5.1) 37.3 

EI/others 0.6 1.0 (1.1) nm nm 1.2 (0.1) (109.4) 

Reported PBT 4.8 6.8 7.1 4.0 47.1 8.3 13.9 67.6 

Tax (1.2) (1.7) (1.7) 3.9 44.0 (2.1) (3.4) 64.4 

Effective tax rate (%) 25.1 24.6 24.6 
  

25.1 24.6 
 

         

Net profit 3.6 5.1 5.3 4.0 48.2 6.2 10.5 68.6 

Core profit 3.0 4.1 6.5 56.9 114.8 5.0 10.6 112.6 

Core net margin (%) 1.4 1.7 2.8 
  

1.2 2.2 
 

Source: Company data, RHB 

 

Figure 6: Revenue trends Figure 7: Core profit trends 

   

Source: Company data, RHB Source: Company data, RHB 

 

Balance sheet/cash flow. As of 2Q23, SGC has a net gearing of 0.49x, marking an 

improvement compared to FY22’s 0.68x on the back of stronger operating cash flow. In 
FY22, its high negative cash flow was due to high stock pressure, in view of last year’s 
supply chain disruption. In 2Q23, the group had an operating cash flow of MYR63.1m as 
the inventory issue is resolved. Moving forward, its cash flow should support the group’s 
capex commitments as well as dividend payments. 

Dividend policy. SCG has a dividend policy of distributing at least 15% of PAT. For FY20-

22, the group has been paying 15.1-15.4%, so we assume a similar payout ratio for FY23-
25F. This translates into dividend payments of MYR3.2m, MYR4.0m, and MYR4.5m for 
FY23-25F – with prospective yields of 1.1-1.5% based on the latest share price of 
MYR0.375.  
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Earnings forecast. We are projecting a 3-year earnings CAGR of 24.3%, mainly supported 

by robust orders on hand. We believe earnings will continue to trend upwards, sustained by 
various power cable and wire supply contracts on the back of Malaysia’s long-term energy 
security objectives, which includes the adoption of RE as well as the enhancement of the 
grid. The evergreen business of supplying cables and wires should support the group’s 
growth, given the growing demand for electricity – coupled with the replacement cycle for 
power cables (note: Power cables need to be replaced periodically due to a number of 
factors, including wear and tear, exposure to the elements, and technological 
advancements). Further growth catalysts can stem from its US venture, in our view. We 
should also expect margin improvements from the retraced polymer prices (c.20% of total 
cost), the group’s cost-cutting initiatives, as well as the economies of scale resulting from 
higher production volume. We do note the business’ low margins, however these are in line 
with the industry average which would deter new entrants, as it would be difficult for new 
players to compete on price. This would protect SCG’s market share. 

Valuation. We drive a FV of MYR0.50 based on a target P/E of 15x on FY24F earnings. 

This is supported by a 3-year CAGR of 24.3%, on the back of the country’s move towards 
RE as well as the grid upgrade plans. Further supporting the growth will be its growing 
exports and margin recovery. The ascribed P/E is at a huge discount to its international 
peers in the cable and wire business on the basis of: i) Its small market cap, ii) local centric 
business, and iii) a smaller earnings base.  

For its Malaysian peer, Sarawak Cable (SRCB MK, NR) is a direct peer, which is in a loss-
making position since 2017. For further corroboration, we refer to SRCB’s past acquisition 
of its cable manufacturing businesses in 2014 for a total consideration of MYR210m at 13.3x 
trailing P/E. The premium ascribed to SCG is justified, given the group’s profit track record, 
cost leader, wide range of cable products, reputable clientele as well as the growth 
expectations in the next few years. Our FV does not incorporate outstanding warrants, as 
the maturity date of Oct 2027 is still some distance away from our fair value horizon, despite 
being in the money.  

Figure 8: Peer comparison   

Company 

  

Mkt cap 
(USDbn) 

Price  
P/E (x) 

Div. 
Yield 
(%) 

ROAE 
(%) 

EV/ 
EBITDA 

NP Growth (%) 
Country FYE 24 Oct 2023 

    
(Local 

Currency) 
Actual 1-yr 

fwd 
2-yr 
fwd 

1-yr fwd 1-yr 
fwd 

1-yr 
fwd 

1-yr 
fwd 

2-yr fwd 

SGC MY Dec 0.01 0.365 20.1 13.9 11.1 1.1 7.1 9.5 35.0 25.9 
             

International Peers             

Prysmian Group IT Dec 10.2 34.60 18.1 12.9 13.4 2.0 18.7 2.0 -4.1 11.6 

Encore Wire Corp US Dec 2.9 170.21 4.5 8.0 9.3 0.0 na 0.0 -14.6 -10.1 

Elswedy Electric Co EG Dec 2.0 28.69 12.6 6.8 7.6 3.6 29.4 3.6 -11.1 8.6 

Riyadh Cables Group Co SA Dec 2.8 69.00 29.4 21.0 18.6 3.6 22.0 3.6 12.8 11.6 

Finolex Cables Ltd IN Mar 1.7 897.20 27.2 20.6 17.5 1.0 15.6 1.0 17.6 1.4 

Polycab India Ltd IN Mar 9.3 5154.15 60.7 46.0 39.6 0.5 22.7 0.5 16.1 17.9 

KEI Industries Ltd IN Mar 2.8 2545.90 48.7 39.0 31.9 0.2 19.9 0.2 22.3 19.8 

Mkt. cap weighted avg.     33.3 25.2 22.7 1.4 19.1 1.4 5.4 11.5 

Simple average     28.7 22.0 19.7 1.5 18.3 1.5 5.6 8.7 

             

Source: Bloomberg, RHB 
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Company Overview  
SCG was founded in 1993, and is mainly involved in the manufacturing of cables and wires, 
and production and/or trading of other related products and services. These are 
complemented by key supporting activities, namely furnace and continuous casting 
operations, and the manufacturing of plastic compounds. 
 

Figure 9: Group structure 

 
Subsidiary Principal activities 

Southern Manufacture of cables and wire, and related products and services 

Nextol Manufacture of plastic compounds 

Daya Manufacture and trading of wooden cable drums 
 

Source: Company data 

 

Figure 10: Key shareholders 

Key Shareholders Direct % 

Sino Shield 285,524,412 35.69 

Semangat Handal 191,028,400 23.88 
 

Source: Company data 

 

Its business segments comprise the following:  
 

i. Manufacturing of cables and wires to meet various customer requirements and 

specifications. The cables and wires that SCG manufactures is categorised, as below: 

a. Power cables and wires (85.5% of FY22 revenue) are generally used in electrical 

systems for the distribution and transmission of power. The group’s power cables 
and wires are used in overhead and underground power distribution networks, as 
well as for internal wiring within buildings; 

b. Communications cables and wires (1.3% of FY22 revenue) are primarily used 

in communications equipment, network devices and electronic devices to transmit 
data such as text, sound and images. Its products (telephone cables, coaxial 
cables, and alarm cables) are mainly supplied to the telecommunications industry;  

c. Control and instrumentation cables and wires (1.7% of FY22 revenue) are 

mainly used for connecting machinery, equipment, instruments and process 
control systems. The primary functions of these type of cables are to control and 
automate processes, by obtaining and transmitting data and communications 
among various devices;  

ii. Related products and services (11.5% of FY22 revenue) include sales of aluminium 

rods, PVC compounds and wooden cable drums. Additionally, this includes the trading 
of cables and wires, copper strips as well as supply of electrical devices and 
accessories such as rectifiers. 

 

Furthermore, to complement the group’s manufacturing capabilities, its manufacturing 
facilities are supported by two key supporting activities: 

i. Furnace and continuous casting. The group’s factory in Kawasan Perusahaan 

Kuala Ketil, Kedah is equipped with two electric furnaces and one gas-fired furnace 
for the production of copper and aluminium rods to be used as core materials and 
transmitting medium for cables and wires. 

ii. Plastic compounding. Nextol Polymer located in Sungai Petani, Kedah, is principally 

involved in manufacturing of plastic compounds which are extruded to form insulation, 
bedding and sheathing layers for cables and wires. 
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iii. Wooden cable drum manufacturing. Daya Forwarding operates within SCSB’s 

existing facility in Kuala Ketil, Kedah, and is involved in the manufacturing and trading 
of wooden cable drums used for coiling cables and wires for storage and delivery to 
customers. 

Figure 11: Revenue breakdown by segment Figure 12: GP breakdown by segment 

   

Source: Company data, RHB Source: Company data, RHB 

 

Figure 13: Manufacturer of wide range of cables and wires 

 
Source: Company data 

 

Operational track record. SCG has an established track record of 30 years of experience 

in the manufacturing of cables and wires. The group’s main market is in Malaysia, where it 
services various industry sectors such as power distribution and transmission, 
telecommunications, building and construction, infrastructure, manufacturing and 
processing industries including oil & gas processing and petrochemical plants. It is currently 
the registered supplier of cables and wires for major utilities and oil & gas companies such 
as TNB, Sabah Electricity SB, Sarawak Energy, and Petronas. Other notable projects 
include RAPID in Pengerang, Johor and MRT Kajang Line (MRT1) and MRT Putrajaya Line 
(MRT2). The group is also present in Cambodia, Myanmar, Thailand and most recently, the 
US. 

Strong management team. SCG is led by an experienced management team. At the helm 

is Managing Director Tung Eng Hai, who has over 45 years of experience in the cable and 
wire manufacturing industry. He is supported by: i) Executive Director Wong Meng Kee (who 
has 36 years of experience in business management) and ii) Group General Manager Ooi 
In Keong (who has 24 years of experience in the cable and wire industry). In addition, the 
group’s financial controller, Song Swee Kim, has over 30 years of experience in accounting 
and finance related functions.   
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Key Risks 
Highly dependent on the power industry. Given SCG’s heavy business reliance on the 

power sector, any slowdown in capex and electrification projects may pose a significant 
challenge to the group’s growth prospects. Any delays or cancellation or reduction in the 
contract value of orders secured or failure by the customer to raise any purchase orders, 
would also affect its future financial performance, cash flow position and profitability.  

Economic risks and geopolitical conflicts. Demand for the group’s cables and wires can 

be impacted by challenging and uncertain global economic scenarios, such as supply chain 
disruptions, a change in government policies, slowdown in national power and infrastructure 
development, as well as the international level conflicts that may adversely affect global 
commodity prices significantly..  

Raw material cost and FX fluctuations may impact margins. The group faces risks 

pertaining to availability and price fluctuation of raw materials including copper, aluminium, 
resin, and sawn timber. Additionally, imports of raw materials are subject to FX translation 
risks.  

Competition and regulation. While the competitive landscape is partially ring-fenced by 

various certificates and approvals necessitated to qualify as a supplier of electrical products 
to the market alongside large customers such as TNB – thereby acting as a barrier to entry 
– any failure by SCG to obtain renewals for its existing certifications may jeopardise its 
relationship with customers as well as future business opportunities. 

 

Recommendation Chart 

 
Source: RHB, Bloomberg 

 

 
Source: RHB, Bloomberg 
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RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 
 

Investment Research Disclaimers 
 
RHB has issued this report for information purposes only. This report is intended for 
circulation amongst RHB and its affiliates’ clients generally or such persons as may be 
deemed eligible by RHB to receive this report 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.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 
investors should make their own informed decisions before relying on the same. 
 
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 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 
 
All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 
time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 
any liability for any direct, indirect or consequential losses, loss of profits and/or 

damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement 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 and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 
 
This report may contain comments, estimates, projections, forecasts and expressions 
of opinion relating to macroeconomic research published by RHB economists of which 
should not be considered as investment ratings/advice and/or a recommendation by 
such economists on any securities discussed in this report. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 
recommended in this report may be unsuitable for an investor depending on the investor’s 
specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 
 

This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 
unknown risks, uncertainties and other factors which may cause the actual results, 
performance or achievement to be materially different from any future results, 
performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 
The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
convenience. The information and the content of the linked site do not in any way form 
part of this report. Accessing such website or following such link through the report or 
RHB website shall be at the recipient’s own risk. 
 
This report may contain information obtained from third parties. Third party content 
providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  
 
The research analysts 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. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 
Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 
 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 
or qualifications may apply based on geographical location of the person or entity 
receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 
This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 
is 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. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 
This report is issued and distributed in the Kingdom of Thailand by RHB Securities 
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 
Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
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pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
 
Indonesia 
This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 
research does not constitute an offering document and it should not be construed as 
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 
This report is issued and distributed in Singapore by RHB Bank Berhad (through its 
Singapore branch) which is an exempt capital markets services entity and an exempt 
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad 
(through its Singapore branch) may distribute reports produced by its respective 
foreign entities, affiliates or other foreign research houses pursuant to an arrangement 
under Regulation 32C of the Financial Advisers Regulations. Where the report is 
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor 
or an Institutional Investor, RHB Bank Berhad (through its Singapore branch) accepts 
legal responsibility for the contents of the report to such persons only to the extent 
required by law. Singapore recipients should contact RHB Bank Berhad (through its 
Singapore branch) in respect of any matter arising from or in connection with the report. 
 
United States 

This report was prepared by RHB is meant for distribution solely and directly to “major” 
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the 
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to 
time. Accordingly, any access to this report via Bursa Marketplace or any other 
Electronic Services Provider is not intended for any party other than “major” US 
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as 
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the 
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB 
does not offer brokerage services to U.S. persons.  Any order for the purchase or sale 
of all securities discussed herein must be placed with and through a registered U.S. 
broker-dealer as appointed by RHB from time to time as required by the Exchange Act 
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S. 
broker-dealer during the issuance of this report. This report is confidential and not 
intended for distribution to, or use by, persons other than the recipient and its 
employees, agents and advisors, as applicable. Additionally, where research is 
distributed via Electronic Service Provider, the analysts whose names appear in this 
report are not registered or qualified as research analysts in the United States and are 
not associated persons of  any registered U.S. broker-dealer as appointed by RHB 
from time to time and therefore may not be subject to any applicable restrictions under 
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a 
subject company, public appearances and personal trading. Investing in any non-U.S. 
securities or related financial instruments discussed in this research report may 
present certain risks. The securities of non-U.S. issuers may not be registered with, or 
be subject to the regulations of, the U.S. Securities and Exchange Commission. 
Information on non-U.S. securities or related financial instruments may be limited. 
Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in the United States. The financial instruments 
discussed in this report may not be suitable for all investors. Transactions in foreign 
markets may be subject to regulations that differ from or offer less protection than 
those in the United States. 
 
DISCLOSURE OF CONFLICTS OF INTEREST 
 
RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and 
associated companies, (“RHBIB Group”) form a diversified financial group, 
undertaking various investment banking activities which include, amongst others, 
underwriting, securities trading, market making and corporate finance advisory. 
 
As a result of the same, in the ordinary course of its business, any member of the 
RHBIB Group, may, from time to time, have business relationships with, hold any 
positions in the securities and/or capital market products (including but not limited to 
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own 
account or the account of its customers or perform and/or solicit investment, advisory 
or other services from any of the subject company(ies) covered in this research report. 
 
While the RHBIB Group will ensure that there are sufficient information barriers and 
internal controls in place where necessary, to prevent/manage any conflicts of interest 
to ensure the independence of this report, investors should also be aware that such 
conflict of interest may exist in view of the investment banking activities undertaken by 
the RHBIB Group as mentioned above and should exercise their own judgement 
before making any investment decisions. 
 
In Singapore, investment research activities are conducted under RHB Bank Berhad 
(through its Singapore branch), and the disclaimers above similarly apply. 
 
Malaysia 

Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2023 
and to the best of our knowledge, RHBIB hereby declares that: 
1. RHBIB does not have a financial interest in the securities or other capital market 

products of the subject company(ies) covered in this report. 
2. RHBIB is not a market maker in the securities or capital market products of the 

subject company(ies) covered in this report. 

3. None of RHBIB’s staff or associated person serve as a director or board member* 
of the subject company(ies) covered in this report 
*For the avoidance of doubt, the confirmation is only limited to the staff of research 
department 

4. RHBIB did not receive compensation for investment banking or corporate finance 
services from the subject company in the past 12 months. 

5. RHBIB did not receive compensation or benefit (including gift and special cost 
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the 
production of this report. 

 
Thailand 
Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2023 
and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that: 
1. RHB Securities (Thailand) PCL does not have a financial interest in the securities 

or other capital market products of the subject company(ies) covered in this report. 
2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital 

market products of the subject company(ies) covered in this report. 
3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a 

director or board member* of the subject company(ies) covered in this report 
1. *For the avoidance of doubt, the confirmation is only limited to the staff of research 

department 
4. RHB Securities (Thailand) PCL did not receive compensation for investment 

banking or corporate finance services from the subject company in the past 12 
months. 

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report. 

 
Indonesia 
Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2023 
and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that: 
1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any 

interest in the securities of the subject company(ies) covered in this report. 
For the avoidance of doubt, interest in securities include the following: 
a) Holding directly or indirectly, individually or jointly own/hold securities or 

entitled for dividends, interest or proceeds from the sale or exercise of the 
subject company’s securities covered in this report*;  

b) Being bound by an agreement to purchase securities or has the right to 
transfer the securities or has the right to pre subscribe the securities*.  

c) Being bound or required to buy the remaining securities that are not 
subscribed/placed out pursuant to an Initial Public Offering*.  

d) Managing or jointly with other parties managing such parties as referred to in 
(a), (b) or (c) above. 

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital 
market products of the subject company(ies) covered in this report. 

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a 
director or board member* of the subject company(ies) covered in this report. 

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking 
or corporate finance services from the subject company in the past 12 months. 

 5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report: 

Notes: 
*The overall disclosure is limited to information pertaining to PT RHB Sekuritas 
Indonesia only. 
**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only. 
 
Singapore 
Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2023 
and to the best of our knowledge, the Singapore Research department of RHB Bank 
Berhad (through its Singapore branch) hereby declares that: 
1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a 

market in any issuer covered by the Singapore research analysts in this report. 
2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its 

analysts do not have a financial interest (including a shareholding of 1% or more) 
in the issuer covered by the Singapore research analysts in this report. 

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve 
on the board or trustee positions of the issuer covered by the Singapore research 
analysts in this report. 

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have 
and have not within the last 12 months had any corporate finance advisory 
relationship with the issuer covered by the Singapore research analysts in this 
report or any other relationship that may create a potential conflict of interest. 

5. RHB Bank Berhad’s Singapore research analysts, or person associated or 
connected to it do not have any interest in the acquisition or disposal of, the 
securities, specified securities based derivatives contracts or units in a collective 
investment scheme covered by the Singapore research analysts in this report. 

6. RHB Bank Berhad’s Singapore research analysts do not receive any 
compensation or benefit in connection with the production of this research report 
or recommendation on the issuer covered by the Singapore research analysts. 

 
Analyst Certification 
The analyst(s) who prepared this report, and their associates hereby, certify that: 
(1) they do not have any financial interest in the securities or other capital market 
products of the subject companies mentioned in this report, except for: 
 

Analyst Company 

- - 
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(2) no part of his or her compensation was, is or will be directly or indirectly related to 
the specific recommendations or views expressed in this report. 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 

 
 
 

 
 
 

KUALA LUMPUR 

RHB Investment Bank Bhd 
Level 3A, Tower One, RHB Centre 
Jalan Tun Razak 
Kuala Lumpur 50400 
Malaysia 
Tel  : +603 9280 8888 
Fax : +603 9200 2216 

JAKARTA 

PT RHB Sekuritas Indonesia 
Revenue Tower, 11th Floor, District 8 - SCBD 
Jl. Jendral Sudirman Kav 52-53  
Jakarta 12190 
Indonesia 
Tel :  +6221 509 39 888 
Fax : +6221 509 39 777 

  

BANGKOK 

RHB Securities (Thailand) PCL 
10th Floor, Sathorn Square Office Tower 
98, North Sathorn Road, Silom 
Bangrak, Bangkok 10500 
Thailand 
Tel:  +66 2088 9999 
Fax :+66 2088 9799 

SINGAPORE 

RHB Bank Berhad (Singapore branch) 
90 Cecil Street 
#04-00 RHB Bank Building 
Singapore 069531 
Fax: +65 6509 0470 
 

  

  


	Financial Exhibits
	Investment Thesis
	Financial Overview And Valuation
	Company Overview
	Key Risks
	Recommendation Chart

