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PENANG-based MI Technovation Bhd (MI
Tech) was in the news recently after post-
ing a four-fold increase in its profit for the
first quarter ended March 31, 2024 (1Q24).

Higher customer demand was cited as
the chief reason for the significant growth
in earnings, prompting investors to jump
into the stock, pushing it up by more than
30% following the announcement.

The question is, will the bullish earnings
be sustainable?

After all, MI Tech has been charting fluc-
tuating earnings in the past.

While the outlook for the cyclical semi-
conductor industry has turned increasingly
optimistic, MI Tech, one of the the largest
automated test equipment (ATE) manufac-
turers by market capitalisation, states “it is
too early to say” whether the long-awaited
full recovery for the industry will happen in
the second half of 2024 (2H24).

“We have spoken with a few of our cus-
tomers, and they are currently operating at
50% to 60% capacity. This is an improve-
ment from last year’s 20% to 30%, but it’s
still far from a full recovery,” says MI Tech’s
semiconductor material business unit chief
executive officer (CEO) Heng Kok Lin.

In fact, the group does not consider its
performance in 1Q24 to be a stellar one,
regarding it as “a normal performance that
is still far behind its expectations and tar-
gets based on its available capacity”.

Undoubtedly, the buzzwords in the chip
space now are artificial intelligence (AI)
and electric vehicles (EVs), and as MI Tech
points out, these segments are anticipated
to be the major growth drivers for the
industry.

“Al is booming and this growth extends to
the memory segment. However, other sem-
iconductor segments are not advancing as
quickly and remain in a ‘waiting phase’,”
Heng says.

“If AI expands into personal computers
(PCs) and mobiles, then the opportunities
will come. Nonetheless, expecting a full
recovery in 2H24 is unlikely,” he adds.

MI Tech’s businesses mainly comprise
the sale of semiconductor equipment and
materials, operating through three core
business units: semiconductor equipment,
semiconductor materials and semiconduc-
tor solutions.

According to MI Tech semiconductor
equipment business unit CEO Teo Chee
Kheong, the mobility and wearable seg-

Ml Technovation
prepares for chip recovery

China seen to be significant contributor to group

ment, which is the group’s main revenue
generator, as well as the automobile seg-
ment are still “lukewarm”.

“This is because there was a surge last
year or the year before. We think things are
moving, but overall, we are taking a cau-
tious stance and are carefully monitoring
market trends,” Teo says.

Having said that, Teo stresses this does
not indicate a lack of activities in the mobil-
ity and wearable segment, as there is
demand coming from Taiwan and the
South-East Asia region, driven by the China
plus one strategy, and the replacement of
old technology.

“Right now, the majority of sales for the
equipment division are derived from the
mobility and wearable division, particular-
ly the die-sorting machine.

“However, we expect the high perfor-
mance computing (HPC) and memory seg-
ment to be another main revenue contribu-
tor for this segment in the next two to three
years. Whether the HPC and memory seg-
ment will overtake the mobility and weara-
bles segment will be dependent on market
dynamics,” he explains.

The group’s flagship product is the Mi
Series wafer level chip scale packaging
(WLCSP) die-sorting machine under its

“Our group is ready. We
have the equipment that
is specifically designed
for high-end products.
We also have materials
that are tailored for Al
applications.”

Heng Kok Lin

assembly and packaging equipment range.

In particular, the group is in the midst of
completing client qualification on its laser
bonding equipment targeted for the HPC
segment. “The laser bonding technology
provides high value add to the back-end
processes and offers a high revenue per
unit,” Teo says.

One can think of laser bonding in the
semiconductor industry as using a tiny, pre-
cise welding tool to connect small parts
inside one’s smartphone or PC.

MI Tech maintains that it is ready to jump
on the bandwagon in the adoption of Al in
the mobility and wearable segment, but
stresses that major players like Apple and
Samsung must first lead the charge by
incorporating such functionalities into the
smartphones or PCs they roll out.

“Our group is ready. We have the equip-
ment that is specifically designed for high-
end products. Additionally, we also have
materials that are tailored for Al applica-
tions,” says Heng.

For the material division, MI Tech is pri-
marily involved in the manufacturing and
sale of solder spheres, or solder balls.

The group has plans to add a third plant
for this segment apart from its two existing
plants in Taiwan and China. Taiwan holds

the largest market share, followed by China
and South-East Asia. Additionally, the group
maintains a sales office in Singapore.

“Taiwan serves as our centre of excel-
lence, housing all our research and devel-
opment (R&D) activities for the materials
segment. Our Ningbo plant, established in
2021, is fully operational and focused on
production.

“When our customers look at Taiwan and
China, they always treat these countries as
one, so we are planning to have a third
plant outside of China. As a local multina-
tional corporation, our first choice will be
Malaysia but whether it will be in Penang,
Ipoh, Johor or Melaka, this has not been
determined yet. Hopefully it will be a site
that is closer to our customers,” says Heng.

In 2021, MI Tech ventured into the semi-
conductor materials business through the
acquisition of Taiwanese firm Accurus
Scientific Co Ltd.

Currently, the capacity utilisation rate of
its plant in Taiwan is around 60%, while the
Ningbo factory in China has a capacity utili-
sation of 10%. Nonetheless, Heng is confi-
dent the plant utilisation will ramp up
slowly, as more and more customers are
moving to China.

“With the US-China trade war, many sem-
iconductor back-end companies have been
established in China. Although these com-
panies are not running production yet, I
believe they will grow their production
capabilities in the next three to five years.
When that time comes, our Ningbo factory
should be well-prepared to support them.

“In the next couple of years, China will be
a very significant contributor to the group,”
asserts Heng.

The Ningbo factory has three production
lines at present and the group is installing
three more that are nearing completion.

In line with these expansion, the group is
rolling out the copper core solder ball
which will cater to niche applications for
AT and high-current applications.

Company embarking on second half of its 10-year roadmap
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“We have already sent a lot of samples to
some of our key customers. It is not reflect-
ed in our bottom line yet, as the testing
phase may last two to three years and
sometimes even five years.

“However, ultimately if this is successful,
it will be a big revenue contributor, because
the selling price for the copper core solder
ball is much higher,” Heng says.

In a recent report, PublicInvest Research
said Mi Equipment China and Mi Equipment
Korea incurred losses of RM1mil and
RM3.7mil, respectively, due to hefty spend-
ing on R&D in 1Q24. The research firm
added Accurus China continued bleeding
with a loss of RM2.5mil in the quarter.

MI Tech indicates that after the develop-
ment stage that lasts three to five years,
these subsidiaries of the group will enter
the breakeven phase. However, due to
inconsistent demand and small customer
base, the company may still see a mix of
profitability and losses quarterly over a
period of two to three years.

Subsequently, the subsidiaries will stabi-
lise with a sizeable topline and bottomline.

“Mi Equipment China is at the breakeven
stage now. We are managing its perfor-
mance and continue to see orders coming
in.

“Accurus China is still in the development
stage and is expected to enter the breake-
ven stage in FY26. The factory commenced
its trial production during the Covid-19
pandemic which has delayed the customer
qualification progress. Further, the ongoing
global supply chain restructuring has also
impacted its progress,” the group says.

This year will see MI Tech embarking on
the second half of its 10-year roadmap
which started in 2019. Teo says the first five
years of the roadmap is about growth,
while the outcome of the efforts will be
seen in the second half of the roadmap.

“The first five years of the roadmap was
on forming the business units. We evolved
from being a single WLCSP sorting process
equipment vendor into a business group
comprising various subsidiaries and busi-
ness units with independent operations.

“This is why we say we are more agile
and nimble as we embark on the second
five-year roadmap.

“While the general direction of the com-

pany is at a group level, each business unit
has autonomy in its decision-making for
R&D. This allows us to be more reactive to
industry feedback and customer needs to
come up with relevant solutions for our
clients,” Teo explains.

As of May 10, MI Tech’s order book
amounted to US$81.2mil with equipment
sales making up 60% and the remaining
40% contributed by the materials and solu-
tions segment, which has seen a cumulative
investment of RM5.8mil on the Hangzhou
facility.

MI Tech has allocated US$14mil for capi-
tal expenditure this year, primarily direct-
ed towards its solution division. This divi-
sion develops high power modules and
devices for wide bandgap applications in
the automotive and renewable energy (RE)
segment.

“This is not just because the segment is
new, but also because the nature of the
business is different,” says the group’s sem-
iconductor solutions business unit
vice-president Ng Wai Khean.

At the moment, Ng says the group is in
the process of establishing a manufactur-
ing line for green energy products and

solutions in Hangzhou.

“In terms of EV and RE, China is moving
ahead, compared with other countries. We
set up the factory in China because a lot of
customers in China have already convert-
ed to green energy solutions.

“Due to RE and power modules, wide
bandgap products like silicon carbide,
which are crucial for high-power switching
applications, are becoming very popular,”
he explains.

Given that this division is still new, there
is no precise timing over the recognition of
sales as it is subject to the customer’s order
for the delivery period. Ng says “the com-
petition is quite steep” and as a startup it
encounters “a lot of challenges”.

“So far, we are progressing as planned.
We have some customers here and there
and have also started to give out some sam-
ples, but we do not have a product in the
market yet,” he says.

MI Tech saw its net profit quadrupling to
RM26.8mil in 1Q24 from RM6.4mil in 1Q23,
as revenue increased 39.4% year-on-year
to RM107.1mil from RM76.8mil. The com-
pany’s shares were last traded at RM2.62,
up by about 44% year-to-date.





