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Results Transcript: Fourth Quarter Results for Period Ended 31 December 2020 (4Q2020)

1.0)

Income Statement Review

1.1) 4Q2020 Quarterly Review

4Q2020 3Q2020 QoQ 4Q2019 YoY

Variance Variance

(RM ‘000) (RM ‘000) (%) (RM ‘000) (%)

Revenue 67,569 64,276 +5.1% 68,215 -0.9%

Gross Profit 30,609 26,622 +15.0% 31,102 -1.6%
GP Margin 45.3% 41.4% 45.6%

Profit before Tax 14,694 12,312 +19.3% 17,705 -17.0%
PBT Margin 21.7% 19.2% 26.0%

Profit after tax 13,219 12,220 +8.2% 17,506 -24.5%

In 4Q2020, the Mi Technovation Group recorded revenue of RM67.6 million which is a
5.1% improvement quarter-on-quarter (QoQ) and 0.9% lower year-on-year (YoY). The
Group was able to deliver improvements in revenue this quarter mainly due to
continuous high demand from customers, especially from Taiwan, China, and Korea. To
date, we have not experienced significant order or raw materials disruptions caused by
the pandemic or trade tensions.

Gross profit (GP) of RM30.6 million was 15.0% higher compared to the preceding quarter
which was RM26.6 million and 1.6% lower YoY. The higher GP this quarter was due to
product mix change with lower material contents.

Profit before tax (PBT) for the reporting quarter was RM14.7 million, which was a 19.3%
increase QoQ and a 17.0% decrease YoY. The increase in PBT this quarter was mainly due
to lower sales and marketing expenses as well as impacts from the US Dollar’s
appreciation resulting in lesser foreign exchange loss compared to preceding quarter.

The Group is in the midst of executing our significant expansion plans locally and overseas
with increased expenses causing the PBT margin to decline to 21.7% compared to 26.0%
in fourth quarter last year, but still within the guided range of 20%-30%. We are currently
in gestation period as we move towards being a player with multiple products across
multiple industries rather than a single product company.

Our Group’s effective tax rate for the quarter is 10.04% which is higher than the earlier
quarters’ due to deferred tax expenses on temporary differences arising from qualifying
building expenditures on Bayan Lepas and Batu Kawan factories.

As at the end of 4Q2020, we have 5 patents granted, 22 patents pending and 2 patents
in drafting stage.



HO Mi
H B TECHNOVATION

1.2) 2020 Full Year Review

FYE2020 FYE2019 Variance

(RM ‘000) (RM ‘000) (%)

Revenue 229,004 191,135 +19.8%

Gross Profit 99,711 92,925 +7.3%
GP Margin 43.5% 48.6%

Profit before Tax 55,725 59,530 -6.4%
PBT Margin 24.3% 31.1%

Profit after tax 53,722 59,166 -9.2%

The Group’s revenue for the FYE2020 closed at a record high of RM229.0 million,
registering a 19.8% increase from FYE2019. Although activities were affected in the first
quarter of 2020 due to pandemic outbreak with Movement Control Order (MCO)
implemented from 18 March 2020, momentum picked-up in the second quarter onward,
backed by robust orders from our customers in Taiwan, China and Korea amid global
chip shortage and pandemic-induced economy.

Increase in GP was at a lesser extent of 7.3% due to product mix change with higher
material contents. However, the GP margin was still within the guided range of 40%-50%.

PBT for FYE2020 was RM55.7 million, a decline of 6.4% from FYE2019 while PBT margin
decreased from 31.1% to 24.3%. This was mainly due to increase in fixed cost on our 2
own-built factories, higher R&D spend and rise in sales & marketing expenses resulting
from change in geographical sales mix. Despite our massive expansion plans locally and
overseas, we remain steadfast to deliver the guided PBT margin of 20%-30%.

Our capex and R&D spending for FYE2020 were RM34.7 million and RM10.8 million
respectively.

Our Group’s effective tax rate for the year was 3.59%.
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2.0) Review of revenue/business breakdown by countries

The contribution by countries breakdown on a consolidated basis is set out below:

4Q2020 Revenue by Countries FY2020 Revenue by Countries
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a. The chart above shows our consolidated revenue breakdown by countries for 4Q2020
and FYE2020. Revenue in FYE2020 was derived from 9 countries.

b. Taiwan was the largest contributor accounting for 37.79% of revenue in FYE2020 and
was also consistently the highest contributor for six consecutive quarters up to 3Q2020
but was dethroned by China in 4Q2020. Equipment spending in Taiwan will remain
robust, powered by leading-edge foundry investment. We expect Taiwan to maintain as
a top market for us this year. To better serve the customers in our top market, we have
set up a technology centre with manufacturing facilities in Hsinchu, Taiwan, which has
been operational since beginning of the year.

c. Chinatookthe second spot for FYE2020 but ranked the first in 4Q2020 with contribution
of 28.86% and 48.32% for the respective periods. Activities in China ramped-up in
efforts to forge its own semiconductor supply chain from chip design to manufacturing.
Robust foundry and memory investment in China is expected to propel the region to the
top of the total semiconductor equipment market. We see China be another key market
for us and the set-up of technology centre and manufacturing facilities in Suzhou is in
progress to serve this market.

d. Korea came in third with 13.57% contribution in FY2020 as our Korean customers re-
ignited their purchase cycle this year. Korea is forecasted to lead the world in
semiconductor equipment investments on the back of a memory recovery and increases
in logic investment. We expect Korea to be our top 3 markets this year and we are well
positioned there with our technology centre operational.

e. Malaysia and USA took the fourth and fifth position respectively.

f.  The Group has well-managed the customer concentration and market distribution
where the top five markets with the Group’s physical presence contributing more than
90% of the total revenue for FYE2020.
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3.0) Review of revenue/business breakdown by business units

The contribution by business units on a consolidated basis is set out below:

Semiconductor Semiconductor
et A Equpment _ .

Automation & Automation &
Robotics 6.41% Robotice I 3.32%
Semiconductor
S Materats | 0.00% 4Q2020 Revenue: Materials ~ 0-00% FY2020 Revenue:
RM67.6 million RM229.0 million

4Q2020 Revenue by Business Unit FY2020 Revenue by Business Unit

3.1) Semiconductor Equipment Business Unit (Mi Equipment Group)

a. Revenue and Sales Analysis
The semiconductor equipment business unit (SEBU) contributed 93.59% and 96.68%
to group revenue in 4Q2020 and FYE2020 respectively, out of which 5.78% and 8.25%
were spare parts, accessories and upgrades for semiconductor equipment. Mi Series
from assembly and packaging product group remains the largest contributor to
revenue.
SEBU have 4 Mi Series demonstration units in the market as of 31 December 2020. The
demo quantity has reduced since last quarter end as most of the demo units were
successfully converted into PO before year-end.
The current order visibility is around 8 weeks, which is considered healthy.

b. Market Analysis and Outlook

Global semiconductor equipment market has seen a continued expansion into 2021 due
to robust demand on the back of a memory recovery as well as the increase in capex
target from key semiconductor industry players. The arrival of 5G has further enhanced
the demand sustainability into mid- and long-term. China, Taiwan and Korea are
projected to be the leading regions in spending.

Our investment plan in setting up regional technology centres with manufacturing
facilities in Taiwan, Korea and China has strategically positioned our Group to tap into
the market and fuel our future growth.

Upcoming Activities and Plans

Our focus in 2021 will be to expand the overseas technology centres to include
manufacturing facilities. The set-up of Taiwan and Korea’s manufacturing facilities had
been completed and already in operational mode while the setting up of technology
centre and manufacturing facilities in Suzhou are well on track and target to commence
operations by the first half of 2021.
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3.2)

3.3)

Automation & Robotics Business Unit (Mi Autobotics Group)

a.

Revenue and Sales Analysis

Mi Autobotics continued the momentum to deliver another quarter above RM3
million leading a good closure of 2020 as the second year in start-up. The company
products portfolio is growing with two more new OTO series and KOBOT series
machines shipped with possible repeat order depends on the volume growth of the
customers. Two ENGEYE series products had been launched in 4Q2020 achieved our
goal to deliver all three product-series by 2020.

Market Analysis and Outlook

Strong demand in semiconductor, electronic and electrical segments continues. We
are also getting traction and speeding up to venture into new market beyond the
segments in 2021. A few more customized KOBOT series products are under
development and expect to deliver to customers in first and second quarter of 2021.
Some new OTO series and ENGEYE series products are pending for customer decision.

Upcoming Activities and Plans

Mi Autobotics continues to innovate and develop the base technologies to better
position for customer requests. Batu Kawan site renovation continues to get ready
for the expansion and headcount has been doubled, reaching the target 100 staff, to
respond to more customer enquiries and demand.

Semiconductor Materials and Components Business Unit (Mi Scientific Group)

On 18 December 2020, Mi Technovation has entered into a share exchange
agreement with Accurus Scientific Co. Ltd. (“Accurus”) to acquire approximately 99%
equity interest in Accurus for a total purchase consideration of approximately
NTD1,878,157,550 (equivalent to RM271,012,500).

The listing application in relation to the Proposed Acquisition was approved by Bursa
Malaysia Securities Berhad on 14 January 2021 and shareholders’ approval has been
obtained via an Extraordinary General Meeting convened on 2 February 2021.

We are confident that this will provide an opportunity for the Group and Accurus to
establish business integration for wider product portfolio within the same distribution
channel and value chain in anticipation of leveraging our combined strengths. The
product cross-selling to a wider customer base from the combined business of the
Group and Accurus will strengthen our market position within the semiconductor
industry and enhance the shareholders’ value in the medium to long term.

Note:

This will be the last transcript that was posted on our website. We will cease to publish
detailed results transcript from Q1’2021 onward due to resource constraint. Thank you
for following our results transcripts thus far. Your support is appreciated.



