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Ambest Group Berhad

A Precision Semiconductor
Player

Valuation / Recommendation

We have a SUBSCRIBE recommendation on Ambest Group
Berhad with a fair value of RM0.28, representing a ¢.12% upside
to the IPO price, based on 18x FY26E EPS. Our target multiple
reflects a 40% discount to comparable peers’ 1-year forward P/E
and a 10% discount to the Bursa Malaysia Technology Index.
Ambest operates as a precision engineering and engineering
support services provider within the semiconductor and
electronics supply chain, supported by (i) structural semiconductor
demand growth, (ii) high customer stickiness from stringent
qualification barriers, and (iii) demonstrated financial resilience
through the industry downturn.

Investment Highlights

Riding on Structural Growth in Al and Semiconductor
Demand. Ambest is well positioned to benefit from the structural
expansion of the global semiconductor industry, driven by rising
demand from artificial intelligence (Al), data centres, automotive
electronics and advanced computing applications. As a precision
engineering and engineering support services provider within the
semiconductor supply chain, Ambest stands to gain from
increasing  manufacturing  complexity,  higher  precision
requirements and sustained reinvestment across the ecosystem.
This structural tailwind is further reinforced by Malaysia’s
expanding E&E ecosystem and national semiconductor initiatives,
supporting long-term demand visibility and growth opportunities
for the Group.

High Customer Stickiness Driven by Qualification Barriers.
Ambest benefits from strong customer stickiness arising from
stringent supplier qualification and audit requirements within the
semiconductor and electronics supply chain. lts advanced
precision engineering capabilities, including high-precision and 5-
axis machining, enable the Group to meet demanding customer
specifications and maintain approved supplier status. This
qualification-driven stickiness underpins recurring order flow,
lower customer churn and improved earnings visibility, particularly
in a cyclical industry.

Financial Resilience Through Semiconductor Downturn.
Ambest demonstrated financial resilience during the FY2023
semiconductor downturn, with DuPont analysis showing that
weaker returns were driven by lower asset turnover rather than
margin erosion or higher leverage, supporting downside
protection and recovery readiness.

Risk Factors for Ambest include: (i) Customer and Industry
Concentration Risk, (ii) Supplier Concentration Risk, and (iii) Raw
Material Risk.
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Business Overview

Ambest Group Berhad is an investment holding company, principally
involved in providing precision machining services as well as sub-
modular assembly as an engineering supporting services provider. To be
listed on the ACE market.

Listing Details

Listing date 6" February 2026
New shares (m) 110.0
Offer for sale (m) 41.0
Fund raised (RM m 27.5
Ordinary shares (m) 510.0
Market cap (RM m) 127.5
Estimated Free float (%) 25%
P/E(x) (FY26E) 18x
Top 3 Shareholders %
Tang Beng Beng 35.2
Lim Eng Guan 35.2

Utilisation of Proceeds

Repayment of Borrowings 12.0

Purchase of New Machineries 3.9

Working Capital 6.8

Estimated Listing Expenses 4.8
17.5%

43.6%
24.7% .

14.2%

FYE June (RM m FY23A FY24A FY25E FY26E
Revenue 458 47.3 53.0 58.4
EBITDA 11.9 12.8 13.8 15.2
EBIT 9.4 9.4 10.6 11.7
PBT 9.0 8.2 9.2 10.4
Core Net Profit 6.8 71 7.0 7.9
Core EPS (sen)* 1.34 1.38 1.38 1.55
Core EPS Growth (%) (5.2) 3.7 34.3 12.9

Net DPS (sen)* - - - -
Net Div. Yield (%) * - - - -

BVPS (sen) 42 5.8 8.2 15.2
PER (Using IPO price) 18.7 18.1 18.2 16.1
PBV (x) (Using IPO price) 0.0 0.0 3.0 1.7
Net Gearing 0.3 1.3 0.9 0.4

*Based on enlarged issued share capital of 510.0m
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Introduction

Ambest Group Berhad operates in the precision engineering and Engineering Supporting Industry (ESI), providing precision machining
and sheet metal fabrication services primarily to customers within the semiconductor and electronics manufacturing supply chain. The
Group’s performance closely linked to activity levels in the semiconductor industry, where demand is driven by structural trends such as
Artificial Intelligence (Al), Data Centres, Automotive Electronics and Advanced Computing Applications.

Industry Overview

The precision engineering sector and Engineering Supporting Industry (ESI) in Malaysia has transitioned from a supporting role to a core
strategic pillar of the national economy. Underpinned by the National Semiconductor Strategy (NSS) and the New Industrial Master Plan
(NIMP) 2030, the industry is benefiting from a massive influx of global capital and a structural shift toward high-value manufacturing.
According to the Independent Market Research (IMR) report by Protégé Associates, the sector was valued at RM12.5bn in 2024 and is
projected to reach RM20.5bn by 2029 as shown in Figure 1.

Figure 1: Estimated Market Size and Growth Forecast of the ESI in
Malaysia (2021-2029)
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Source: Protégé Associates, Company, Mercury Securities

The Malaysian government’s commitment of RM25bn to the NSS has fundamentally rerated the local engineering ecosystem. By early
2026, the strategy is already delivering on its goal to create "Malaysian Champions" capable of global competition. For companies like
Ambest, this policy provides a tailwind of fiscal incentives and a formalized talent pipeline, with the government aiming to train 60,000
high-skilled engineers. Budget 2026 further reinforced this by channeling RM550m through Khazanah and KWAP to stimulate high-value
R&D, design activities, and semiconductor ecosystem partnerships, effectively elevating the entire ESS value chain.

A key trend in 2026 is Malaysia’s strategic pivot toward front-end semiconductor equipment manufacturing. Global equipment giants are
increasingly sourcing from local precision engineering firms that can hit tolerances as tight as 0.005mm. The Malaysia semiconductor
manufacturing equipment market is projected to grow significantly, with front-end processes identified as the fastest-growing segment.
Furthermore, the global "China + 1" diversification strategy continues to drive multinational corporations (MNCs) to deepen their roots in
Malaysia, providing a stable order book for high-end CNC machining services as they shift manufacturing facilities to the country to mitigate
trade risks.

The precision engineering sector enters 2026 at a digital crossroads where "Smart Manufacturing” is no longer optional. According to the
IMR report, Industry 4.0, which combines automated manufacturing with real-time monitoring, allows local industries to meet the higher
standards of precision demanded by global markets. Leading firms are adopting Al-assisted quality control, predictive maintenance, and
5-axis CNC automation to offset rising labor costs. This technological leap is essential for meeting the "surgical demand" from the Al-
server and automotive sectors, with the global semiconductor industry projected to reach USD 962.70 billion by 2029.

The Engineering Supporting Industry (ESI) in Malaysia is subject to significant structural and macroeconomic risks, primarily driven by its
heavy reliance on the highly cyclical semiconductor market. According to industry reports, a major risk factor is the intense downward
pricing pressure passed through the value chain; as newer electronic devices are introduced, older technologies become obsolete more
quickly, forcing suppliers like Ambest to either cut costs or accept lower margins to remain competitive. Furthermore, the sector is currently
navigating an environment of valuation risk and geopolitical volatility, particularly regarding trade protectionism and the USA-China trade
conflict. While some exemptions exist, retaliatory measures like the 19% tariff imposed on Malaysian products in August 2025 highlight
the vulnerability of local firms to shifting international trade policies.

Additionally, macroeconomic fluctuations such as rising interest rates can lead to a "CapEx freeze" among customers, while a volatile
foreign exchange market, especially the weaker USD amid stronger ringgit, directly impacts export demand and profitability. Finally, the
industry remains highly fragmented and competitive, with over 1,000 market players, which requires constant capital-intensive upgrades
to advanced machinery to avoid falling behind technologically.
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Investment Case

Riding on Structural Growth in Al and Semiconductor Demand. Ambest Group Berhad is positioned to benefit from the structural
expansion of the global semiconductor industry, driven by rising demand from artificial intelligence (Al), data centres and advanced
computing applications. As illustrated in Figure 2, global semiconductor revenues are projected to follow a sustained growth trajectory
and approach US$1 trillion by 2030, signalling a structurally larger semiconductor manufacturing base that increases demand not only for
chips, but also for precision-engineered components and manufacturing support services, where Ambest operates.

The sustainability of this growth is reinforced by continued reinvestment across the semiconductor ecosystem. As shown in Figure 3,
semiconductor players have consistently increased R&D expenditure alongside earnings, reflecting rising chip complexity and tighter
manufacturing specifications associated with Al-related workloads. This trend directly supports demand for high-precision machining,
tooling and quality-critical components, strengthening Ambest’s relevance within the semiconductor supply chain as complexity increases.

At the domestic level, Ambest’'s exposure to semiconductor demand is evidenced by its linkage to Malaysia’s electronics and
semiconductor manufacturing activity. As shown in Figure 4, Ambest’s revenue demonstrates a positive correlation with Malaysia’s E&E
exports, which serve as a proxy for domestic semiconductor industry activity. This indicates that Ambest’s business performance is
meaningfully aligned with underlying industry demand trends, rather than being driven solely by isolated company-specific factors.

Furthermore, Ambest’s revenue growth has exhibited directional alignment with movements in global semiconductor revenues during the
recent industry cycle. As illustrated in Figure 5, both Ambest and the global semiconductor industry experienced a recovery following the
FY2023 downturn, highlighting Ambest’s ability to participate in semiconductor upcycles as demand conditions improve, albeit with
differences in magnitude due to scale, customer mix and execution timing.

In parallel, Malaysia’s semiconductor ecosystem provides a supportive operating backdrop. According to IMR, Malaysia’s E&E industry
market size is projected to expand at a 10.4% CAGR over 2025-2029, supported by technological advancements, national industrial
policies and global supply chain realignment. This is reinforced by policy initiatives under the National Semiconductor Strategy (NSS) and
capital support for local semiconductor players, which are intended to deepen Malaysia’s role in the global semiconductor value chain. As
a Malaysia-based precision engineering supplier embedded in this ecosystem, Ambest stands to translate global semiconductor growth
and regional policy tailwinds into tangible demand opportunities.

Figure 2: Global Semiconductor Industry on Track to Reach US$1
Trillion by 2030

Figure 3: Rising R&D Investment Reflects Sustained Innovation
Across the Semiconductor

Revenues indicate the possibility of the chip industry hitting US$1 trillion in 2030
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Figure 4: Correlation Between Ambest Total Revenue and Malaysia
E&E Exports (FY2022-FPE2025)

Source: Deloitte “2025 Global Semiconductor Industry Outlook”

Figure 5: Growth (%) in Ambest Total Revenue and Global
Semiconductor Revenue
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High Customer Stickiness Driven by Qualification Barriers. Ambest's long-standing customer relationships are underpinned by
stringent supplier qualification and audit requirements within the semiconductor and electronics supply chain. Customers typically conduct
extensive audits prior to supplier approval, including assessments of process capability, quality systems and the ability to meet tight
machining tolerances. Once approved, customers are generally reluctant to switch suppliers due to the high costs, operational risks and
extended timelines involved in re-qualification.

Ambest meets these requirements through its strong quality discipline and advanced precision engineering capabilities, including the
ability to perform high-precision machining with tolerances of up to 0.005 mm for selected applications, as well as 5-axis CNC machining
for complex components. As shown in Figure 25, Ambest has maintained multi-year relationships with key customers, with several
engagements spanning five to over ten years, reflecting consistent product quality, delivery reliability and execution capability. This
qualification-driven customer stickiness supports recurring order flow, lower customer churn and improved earnings visibility, particularly
in a cyclical industry.

Financial Resilience Demonstrated Through Semiconductor Downturn. The global semiconductor industry experienced a cyclical
downturn in FY2023 (refer to Figure 2), characterised by inventory correction and softer end-market demand, before showing signs of
recovery in FY2024.”Ambest’'s DuPont analysis (Figure 6) highlights a resilient operating and financial profile during the semiconductor
downturn, which benefits the company by preserving balance sheet strength and earnings quality when industry conditions weaken. While
ROE moderated from FY2022 to FY2024, the decline was primarily driven by lower asset turnover due to softer demand, rather than
margin erosion or increased leverage, indicating that Ambest retained cost discipline and pricing stability throughout the cycle.

This resilience allows Ambest to avoid balance sheet stress, reduce downside risk, and maintain operational flexibility during downturns,
positioning the company to capture volume recovery efficiently when semiconductor demand rebounds, without the need for aggressive
cost restructuring or capital raising.

Figure 6: Dupont Analysis
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Future Plans & Business Strategies

Renovation and Expansion of Facility 42A. Ambest plans to enhance its manufacturing infrastructure through the renovation and
expansion of Facility 42A, including the addition of one storey to increase the built-up area from 2,010 sq.m. to 2,910 sq.m. The Group
also intends to construct Class 10,000 and Class 100,000 cleanrooms to support higher-precision manufacturing and packaging
requirements. These upgrades will allow Ambest to accommodate additional machinery, improve material handling and storage efficiency,
and meet increasingly stringent customer quality standards. The renovation project is scheduled to be fully operational by 1Q2028,
strengthening the Group’s long-term production readiness.

Capacity Enhancement Through Machinery and Equipment Investment. In parallel, Ambest plans to invest in advanced machining
capabilities through the purchase of a 5-axis CNC machine and a CNC horizontal machine, both to be installed at Facility 42A. These
machines are expected to increase the Group’s annual operating capacity by approximately 4%, while also expanding its ability to
undertake more complex and higher-value precision engineering work. The planned investment enhances Ambest’s operational flexibility
and positions the Group to support both existing customer demand and future order growth.

IPO Details
Offer for Sale (m) Public Issue (m) Total (m) (%)
Retail Offering
Pink Form Allocation - 12.75 12.75 2.5
Malaysian Public (Non-Bumiputera) - 12.75 12.75 2.5
Malaysian Public (Bumiputera) - 12.75 12.75 2.5
Private Placement
Selected Bumiputera investors
approved by MITI - 63.75 63.75 12.5
Selected investors 40.95 8.00 48.95 9.6
Total 40.95 110.00 150.95 29.6
Source: Company, Mercury Securities
Figure 7: IPO Tentative
Issuance of Prospectus/ Closing of Balloting of Allotment of Listing on
Opening of Application Application Applications IPO shares the ACE Market

January 2026 January 2026 January 2026 February 2026 February 2026

Source: Company

Figure 8: Utilisation of Proceeds Figure 9: Post-IPO shareholding structure
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Financial Highlights

Figure 10: Revenue Trend (RM m) and Growth (%) Figure 11: Revenue Segment Breakdown
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Revenue Trends and Segmental Breakdown. Ambest’'s revenue performance reflects the cyclical nature of the semiconductor and
precision engineering industry, with revenue declining from RM59.4m in FY2022 to RM45.8m in FY2023 amid the global semiconductor
downturn and softer customer demand, particularly from two of the Group’s major customers (Cust. A and B). The contraction in FY2023
was driven by lower order volumes and utilisation, rather than structural loss of customers, consistent with industry-wide conditions during
the period.

Revenue rebounded in FY2024 to RM47.3m, representing a return to growth as semiconductor demand began to recover and customer
activity levels improved. The recovery trend is expected to continue into FPE2025, with revenue projected at RM39.8m for the partial
period (9 Months), implying improving run-rate momentum despite the shorter reporting period.

From a segmental perspective (Figure 11), precision machining remains the Group’s core revenue contributor, accounting for
approximately 74%—83% of total revenue over FY2022—FPE2025. Sheet metal fabrication contributes the remaining 17%—26%, providing
a complementary revenue stream and diversification within the Group’s precision engineering offerings. The stable dominance of precision
machining underscores Ambest’s positioning as a specialised supplier to semiconductor-related customers, while the consistent
contribution from sheet metal fabrication supports revenue stability across cycles.

Overall, the revenue trajectory reflects a cyclical downturn in FY2023 followed by a gradual recovery, rather than a deterioration in
Ambest’s competitive position. As industry conditions normalise and capacity utilisation improves, Ambest’s revenue base is expected to
stabilise and grow in lie with underlying semiconductor demand.

Figure 12: Ambest’s Balance Sheet Strength and Leverage Profile Figure 13: Capex vs. Net Operating Cash Flow
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Balance Sheet and Cash Flow. Gross gearing increased from 0.5x in FY2023 to 1.3x in FY2024, reflecting higher borrowings to fund
facility expansion (acquisition of Facility 42A), before moderating to 1.1x in FPE2025, due to partial repayment of the borrowings. The
Group remained in a net debt position, with net debt rising to RM38.1 million in FY2024 and easing to RM36.3 million in FPE2025. Despite
higher leverage, interest coverage remained adequate, at 7.4x in FY2024 and 5.3x in FPE2025, indicating manageable debt servicing
capacity.

Capital expenditure was undertaken alongside continued operating cash generation, with net cash from operating activities of RM7.9
million in FY2023, RM3.3 million in FY2024, and RM7.5 million in FPE2025 (27% increase from FY2024), while capex peaked at RM7.4
million in FY2024. The Group did not record operating losses during the period, indicating that incremental borrowings were primarily
deployed to fund expansionary capex rather than to support day-today operations. IPO proceeds expected to further reduce gearing
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through debt repayment from 1.1x in FPE2025, to possibly be 0.74x.

Figure 14: Ambest’s Working Capital Cycle (Days)
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Working Capital Trend. Ambest’s working capital cycle lengthened over FY2022-FPE2025, reflecting increased investment in
inventories and longer receivable cycles during its expansion phase. The average age of inventory rose from 14.9 days in FY2022 to 61.3
days in FPE2025, primarily due to customer requests for buffer stock arrangements, whereby Ambest holds additional inventory to support
customers’ production requirements. These buffer stocks are committed to customers and are expected to be utilised in the normal course
of business; in the event of order cancellation, customers are contractually required to bear the cost, mitigating the risk of inventory
obsolescence.

At the same time, the average collection period increased from 92.6 days to 114.2 days, reflecting Ambest’'s customer mix and longer
credit terms typically associated with large semiconductor and electronics customers. The longer receivable cycle is attributable to slower
collections from major customers with stronger bargaining power, rather than deterioration in credit quality, as the Group has not
experienced material bad debt issues during the period.

These increases were only partially offset by a decline in the average payment period, which shortened from 73.8 days in FY2022 to 63.6
days in FPE2025, mainly due to more prompt payments to suppliers. As a result, the cash conversion cycle (CCC) lengthened from 33.7
days in FY2022 to 111.9 days in FPE2025, indicating higher working capital intensity during the period.

Figure 15: GP, EBIT and PAT Margin (%) Figure 16: Gross Profit Margin by Business Segment
60.0% 60.0%
50.8%
50.0% 45.3% 46.3%

50.0%

40.1%
40.0%

40.0%
28.7% 30.2% 30.0% 26.3% 25.9%
. 28.7%
30.0% —— [ 21.0%
il — 27.2% — 16.8%
21.7% @ — 26.1% 20.0% :
- 20.6% 19.8%
20.0% 17.9% 18.1%
14.9% 14.9% B 10.0%
16.1%
12.1% —gu— ——p 13.1%
10.0% 0.0%
Fy22 FY23 Fv24 FPE25 Fr22 FY23 FY24 FPE25

@GP Margin (%) ==@==PAT Margin (%) e=@=EBIT Margin (%) ==@==EBITDA Margin (%) B Precision Machining  m Sheet Metal Fabrication

Source: Prospectus, Mercury Securities Source: Prospectus, Mercury Securities

Margin Resilience Despite Cyclical Revenue Fluctuations. Gross profit margin increased by 8.5ppts from 21.7% in FY2022 to 30.2%
in FY2024, due to increase GP margin from precision machining business segment. Gross profit margin structurally rose over FY2022—
FPE2025, ranging between 21.7% and 30.2%, despite revenue volatility during the semiconductor downturn and subsequent recovery
(Figure 2). EBIT margin followed a similar trend, easing modestly from 20.6% in FY2023 to 18.1% in FPE2025, while PAT margin declined
gradually to 13.1% in FPE2025, reflecting higher operating expenses, particularly an increase in administrative expenses due to expenses
incurred for the staff (Hostel No.1, increase in headcount, higher bonuses and salary increment).

From a segmental perspective (Figure 16), sheet metal fabrication consistently delivered higher gross margins than precision machining,
while precision machining remained the Group’s primary revenue driver. Fluctuations in group-level margins were therefore mainly driven
by changes in revenue mix between segments, rather than pricing pressure or loss of cost control. Overall, the margin profile indicates
operational discipline and earnings resilience, even through periods of cyclical demand weakness.
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Moving Forward. We expect Ambest to deliver a stable and sustainable growth trajectory over the next three years, underpinned by
structural growth in the semiconductor sector driven by the rise of Atrtificial Intelligence (Al), automotive electronics, data centres and
advanced computing applications. Revenue for FY2025E-FY2027E is forecast to grow at a moderate CAGR of ¢.11%.

While industry studies point to a robust long-term growth outlook for the semiconductor industry (e.g. market growth CAGR of ¢.10% over
the next five years according to Protégé Associates and IMR), our projections adopt a conservative stance, factoring in (i) the cyclical
volatility of the semiconductor industry, (ii) ongoing concerns regarding the potential overvaluation of technology stocks, and (iii) policy
uncertainty associated with Donald Trump’s administration.

At present, Ambest’s machinery is not fully utilised for production and manufacturing. In a more favourable scenario where semiconductor
demand strengthens meaningfully, Ambest could potentially achieve RM100-150 million in annual revenue under best-case outcomes.
However, given the uncertainty surrounding such an upside scenario, this potential is not incorporated into our forecasts, which are based
on a conservative set of assumptions.

At the earnings level, FY2025E PAT is expected to decline marginally by 0.6%, mainly due to a higher effective tax rate of 24 %, as the
Group crosses the RM50 million annual revenue threshold. For FY2026E, PAT is expected to improve, supported by lower interest
expenses following partial loan repayments funded by IPO proceeds, as well as higher interest income from excess cash raised. From
FY2025E onwards, margins are expected to normalise and broadly track revenue growth. Overall, gross, EBIT and PAT margins are
projected to remain largely stable over the forecast period (GP: ¢.29%, EBIT: ¢.20%, PAT: ¢.13%), as no material changes to the Group’s
cost structure or business model are anticipated.

Valuation. We derive a Target Price (TP) of RM0.28 for Ambest Group Berhad, based on a target P/E multiple of 18x applied to
FY2026E EPS of 1.55 sen. The target multiple represents a 40% discount to Ambest's selected peers’ 1-year forward average P/E of
31x, reflecting Ambest’'s comparatively smaller scale and more concentrated operating profile and post-IPO market capitalization. The
selected technology sector peers are those with (i) exposure to the semiconductor industry and (ii) precision machining and/or
sheet metal fabrication business models, ensuring relevance in terms of operational characteristics.

Figure 17: Comparison Against the Sector Ambest Operated In

As per the latest Financial Recorded Margin % 1-Year Forward

Index Bloomberg GP EBIT PAT P/E Multiple
Ticker

Bursa Malaysia Technology Index | KLTECH Index 18.34 9.0 7.6 19.6x
AMBEST MK

Ambest Group Berhad EQUITY 28.7 18.1 | 13.1 18.0x

Source: Bloomberg, Mercury Securities

Figure 18: Margin Comparison Against Peers

| As per the latest FinancialRecorded =~ [ Margin%  1-Year Forward |

Company Name \ Bloomberg Ticker EBIT PAT P/E Multiple

Inari Amertron Berhad INRI MK EQUITY 21.7 6.9 16.2 22.6x

UWC Berhad UwWC MK EQUITY - 11.3 | 105 34.3x

Unisem (M) Berhad UNI MK EQUITY - 4.8 3.8 39.5x
GREATEC MK

Greatech Technology Berhad EQUITY 314 | 221 | 20.6 25.9x

Malaysian Pacific Industries MPI MK EQUITY 11.6 8.1 7.2 33.5x

Average 129 | 10.6 | 11.7 31.2x
AMBEST MK

Ambest Group Berhad EQUITY 28.7 | 181 | 131 18.0x

Source: Bloomberg, Mercury Securities
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SWOT Analysis

S
STRENGTHS

Experienced management with deep industry specialization.
The Group’s leadership, including Managing Director Tan Beng
Beng and Executive Director Lim Eng Guan, possess over 25 and
29 years of experience in the engineering support industry,
respectively.

Established Technical Reputation. Ambest has built a
reputation as a reliable manufacturer of precision-machined
parts, a critical factor as customers typically requires long
screening and vetting processes before approving new suppliers

Customer Concentration. While a significant portion of the
Group’s revenue is derived from a limited number of major
customers, Ambest has maintained long-term relationships
spanning up to ten years with these customers. This reflects
strong customer trust, consistent execution and high switching
costs arising from qualification requirements, supporting
recurring orders.

T
THREATS

Rapid Technological Obsolescence. The fast-evolving nature
of the semiconductor industry leads to the quick obsolescence of
older products, which forces Ambest to be agile and adaptive to
the latest industry requirements.

Geopolitical and Trade Volatility. The ongoing trade conflict
between the USA and China, along with the imposition of
reciprocal tariffs, poses a constant threat to export demand
stability.

IPO Note

w
WEAKNESS

Customer Concentration. A significant portion of the Group’s
revenue is derived from two major customers, Customer A and
Customer B, exposing earnings to counterparty concentration

Supplier Dependency. Given the stringent nature of
procurement, the Group remains dependent on three key
suppliers, namely Altra Precision, SL Metals and Supplier F,
contributing over 34% of total net purchases.

Industry Dependency. The Group relies on its customers' end-
user markets, specifically the semiconductor industry, which
accounts for 100% of its revenue.

(0]
OPPORTUNITIES

Sector Diversification. A significant opportunity exists for
Ambest to further diversify its revenue streams into the Life
Sciences and Medical Devices sector, aided by evolution in
Internet of Medical Things (IoMT) which will be dependent on
the ESI.

National Strategic Support. Large-scale initiatives like the
National Semiconductor Strategy (NSS) and the New Industrial
Master Plan 2030 (NIMP 2030) provide a framework for fiscal
incentives and talent development that the Group can leverage
to move up the value chain.

This section is left blank intentionally




IPO Note

I I MERCURY SECURITIES SDN. BHD.

Company Background

Ambest Group Berhad (“Ambest” or “the Group”) is a Penang-based investment holding company that provides engineering support services
mainly through its subsidiary, Ambest Technology primarily serving the semiconductor industry. The heart of Ambest's operations is its
precision machining segment. The Group utilizes advanced Computer Numerical Control (CNC) technology—specifically milling, turning,
and turn-milling—to produce parts and components that meet stringent design specifications. To provide a comprehensive integrated
solution, Ambest offers two critical value-added services that complement its core machining business: (i) sub-modular assembly and (ii)
surface finishing treatment. Beyond precision machining, Ambest also provides sheet metal fabrications, which involve processes such
as stamping, bending and welding to form desired shapes according to customer’s specifications. To focus on its core business of precision
machining, the Group outsources the sheet metal fabrication and value-added services such as surface finishing treatment to its wide network
of 38 third-party sub-contractors.

Figure 19: Key events milestones
2011 | e Incorporation of Ambest Technology on 11 May 2011.
2012 | « Ambest Technology attained ISO 9001:2008 for its QMS from Moody International Certification Ltd under the scope of
“Manufacture of High Precision Machines Components, Jigs and Fixtures”.
2016 | e Began providing precision machining services to multinational companies and secured first purchase orders from
Customer A and Customer B.
2017 | e Rented Previous Premise No. 10, which was in the vicinity of the Group’s premises at Previous Premises No. 5 for
expansion.
2018 | ¢ Ambest Technology’s QMS certification was updated to ISO_9001:2015 by Intertek Certification Limited under the scope
of “Manufacture of High Precision Machines Components, Jigs and Fixtures”.
2020 | e Secured first purchase order from Customer C
2021 e Purchased Facility No. 9, for expansion.
2022 | ¢ Ambest Technology purchased all of Amco Technology’s CNC machinery.
e Implemented an ERP system, thus integrating various processes such as planning, purchasing inventory, sales,

marketing, and accounting in its operations.
2023 | ¢ Ambest Technology rented Office and Factory No. 11 from Amco Technology for expansion and relocated from Previous
Premises No. 5, and Previous Premises No. 10 to Facility No. 9 and the Office and Factory No. 11.
2024 | o Purchased Facility 42A for further expansion.
2025 | ¢ Ambest Technology attained 1ISO 14001:2015 for its environmental management system from Intertek Certification
Limited under the scope of “Manufacture of High Precision Machines Components, Jigs and Fixtures”.

Source: Company, Mercury Securities

Figure 20: Business Evolution
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Figure 21: Core Business Activities
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Source: Company
Figure 22: Production Process Overview
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Figure 23: Revenue breakdown by segments for FPE2025
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Name and Designation

Tan Beng Beng,
Managing Director

Figure 24: Key Management Team

Age
49

Profile

Appointed to the Board on February 16, 2023, he is primarily responsible for formulating and
implementing the overall business strategy and corporate development, while also overseeing
sales and marketing strategies to drive growth. With over 25 years of experience in the CNC
machining industry, Mr. Tan’s career began in 1994 as a machinist before he obtained
advanced technical training at the Penang Skills Development Centre (PSDC). He has a
proven entrepreneurial track record, having founded Yomax Engineering in 2000 and several
subsequent engineering ventures before taking a 50% equity stake and a lead leadership role
in Ambest Technology in 2020. Under his stewardship, the Group has successfully transitioned
from a small-scale partnership into an established provider serving multinational corporations.

Lim Eng Guan,
Executive Director

48

Appointed to the Board on February 16, 2023, he is responsible for managing the day-to-day
operations of the Group’s manufacturing facilities. Mr. Lim brings approximately 29 years of
industry experience, starting his career as a machinist in 1995 after completing his Advanced
CNC Machining course at PSDC. His professional background includes significant tenure at
established firms like Prodelcon Sdn Bhd and Ever Technologies, where he held roles such
as section head and senior production engineer. He co-founded Amco Technology with Mr.
Tan in 2015 and has been fully integrated into the operations of Ambest Technology since
March 2020, where he provides the technical oversight and leadership necessary to maintain
the Group’s high-precision standards.

Chong Chun Chieh,
Chief Financial Officer

57

Appointed to his role in June 2022, Chong Chun Chieh is the Chief Financial Officer
responsible for overseeing the Group’s overall accounting, financial planning, and corporate
finance functions. A member of the Malaysian Institute of Accountants since 1996, he holds
an MBA and a Bachelor of Accountancy from Universiti Utara Malaysia. His career spans over
30 years, including senior leadership roles at Main Market-listed companies such as Chin Well
Holdings and Chin Hin Group Property Berhad (formerly Boon Koon Group), where he served
as Group CFO and Executive Director.

Khoo Tiang Seng,
Quality Assurance Manager

64

Appointed to his role in 2020, Khoo Tiang Seng is the Quality Assurance Manager and Quality
Management Representative (QMR) primarily responsible for overseeing the Quality
Assurance Department. He implements quality control strategies to ensure all precision-
machined parts meet design specifications and international standards. With a career
beginning in 1984, he has held senior design and quality engineering positions at firms such
as Micro Machining, Towam Sdn Bhd, and Prodelcon Sdn Bhd. His four decades of experience
in designing custom tooling, jigs, and fixtures is critical for managing the complex
manufacturing requirements of the semiconductor industry. He transitioned from Amco
Technology to the Group to lead its commitment to precision and durability in every component
produced.

Lim Jit Yit,
Assistant General Manager

45

Appointed to his current position in 2025 following his initial join date in 2017, Lim Jit Yit serves
as the Assistant General Manager responsible for overseeing production operations and
implementing global sales and marketing strategies. Before joining the Group, he served as a
Trading Manager at Yomax, managing marketing strategies for high-performance cutting tools
and hardware. His role now bridges the gap between technical production and commercial
growth, as he liaises closely with potential clients to understand their needs and promotes the
Group’s services both in Malaysia and internationally.

Kwek Boon Ping,
Production Manager

41

Appointed to his role in 2020, Kwek Boon Ping is the Production Manager responsible for
overseeing the Group’s manufacturing activities, maintenance, and new product development
projects. He holds a certificate in CNC Machining from the Penang Skills Development Centre
and has over 20 years of hands-on experience in the sector. Prior to joining the Group, he
served as a Production Manager at Amco Technology. His technical expertise in machine
setup and programming ensures that the Group's production floor remains efficient and
capable of delivering high-tolerance components for customer projects.

Source: Company, Mercury Securities
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Major Customers

Figure 25: Profile of Major Customers

Our Major Customers: Length of relationship (years)

Part of a Nasdag-listed global group - designs and manufactures complex PCBs and memory-
intensive products and employs over 20,000 people worldwide.

Customer B Part of a SIX Swiss Exchange-listed global vacuum-solutions group - manufactures and sells
vacuum valves in Malaysia and has around 3,000 employees serving the US, Europe and Asia.

Part of a NYSE-listed global manufacturing group - designs and manufactures computer and

Customer C peripheral boards in Malaysia using advanced interconnect technologies.

Manufactures and sells precision mechanical components and automation systems for computer
peripherals and semiconductor industries in Malaysia.

Part of a NYSE-listed global manufacturing group - designs and manufactures electronic

Customer E equipment, PCBs, and precision components in Malaysia.

RT Suppli es A company operatmg' in Singapore and is principally involved in wholesale trade of a variety of
goods without a dominant product.
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Source: Company

Key Risks

Customer and Industry Concentration Risk. Ambest derives a significant portion of its revenue from two of its major customers, primarily
Customer A and Customer B. Revenue contribution from Customer A accounted for approximately 49.65% (RM29.5m), 46.60% (RM21.3m),
22.22% (RM10.5m) and 19.43% (RM7.7m) of group revenue for FY22, FY23, FY24 and FPE25, respectively. Meanwhile, Customer B
contributed approximately 32.63% (RM19.4m), 25.95% (RM11.9m), 47.09% (RM22.3m) and 63.41% (RM25.3m) over the same period.

While the cumulative revenue contribution remains high at 82.84% of total revenue for FPE25, the stringent and time-consuming process
of qualifying to become an approved and/or recognised vendor to their major customers led to the Group receiving recurring orders from its
major customers instead of venturing for new suppliers.

Additionally, the Group is reliant on the end-user markets of its major customers, which is the semiconductor industry. For the financial
periods under review, 100% of its revenue were generated from this specific industry. This puts Ambest at risk of ripple effects coming from
any headwinds and downturns faced by the industry.

Supplier Concentration Risk Ambest is dependent on three of its major suppliers, (i) Altra Precision — a sub-contractor for sheet metal
fabrication and machining processes, (ii) SL Metals and (iii) Supplier F — both aluminium suppliers and approved vendors for Customer B.
Cumulatively, these three supplies have contributed to approximately 20.78%, 30.83%, 34.63% and 34.71% of total net purchases for the
financial periods under review respectively.

Despite the Group’s good business relationships with their suppliers, there is no guarantee that the relationship will continue in the future.
Any disruption, delay or cessation of the supplier’s services will negatively effect Ambest’s ability to secure replacements in a timely manner.
Thus, affecting the Group’s operations.

Raw Material Risk. Given the nature of the Group’s business, they are exposed to fluctuations in raw material prices such as aluminium,
which accounted for approximately 12.60%, 5.68%,26.61% and 38.58% of their raw material purchases for the financial periods under
review respectively.

Any shifts in demand and supply may raise raw material prices, leading to higher manufacturing costs. Although the Group have successfully
passed on cost increases to customers, there is no guarantee that this will continue in the future.
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Sustainability Review

Environmental (E)

1. Energy Transition and Cost-Efficiency

The installation of a 169.92 kWp rooftop solar system in December 2024 provides a natural hedge against fluctuating electricity
tariffs, generating average savings of RM60,000 per annum.

Ambest is committed to a continuous reduction in its carbon footprint by transitioning its entire lighting infrastructure to energy-
efficient LEDs across all facilities.

2. Resource Circularity and Waste Management

The Group utilizes rainwater harvesting for non-industrial use and dual-flush water closets to lower water consumption.

The Group has implemented a paperless attendance system via facial recognition as well as implementation of electronic filing
systems to eliminate waste.

Ambest maintains a strict protocol for scrap metal chips and used coolants, ensuring 100% disposal through licensed contractors
to prevent environmental contamination and legal liability.

Social (S)

1. Occupational Health & Safety (OHS) and Employee Wellness

Ambest has established a formal Safety and Health Committee under the OSHA 1994 framework to audit workplace conditions.
The Group also conduct safety training such as fire drills, first-aid training and fire fighting training, alongside providing personal
protective equipment such as safety goggles, ear plugs and safety shoes.

2. Employee Wellbeing

The Group prioritizes a conducive workplace by providing dedicated break rooms and organizing festive celebrations and sporting
events to drive employee retention.

The Group has a zero-tolerance policy regarding sexual harassment in the workplace, as well as commitments to foster a diverse
and inclusive working environment through fair and equal employment and advancement opportunities.

The Group ensures its foreign workers receive equal and fair treatment, with compliance with minimum wages stipulations under
the Minimum Wages Act 2022 as well as providing accommodation certified with the Certificates for Accommodation.

3. Community Engagement

The Group have been developing relationships with local communities through donations to several organizations as part of its
corporate social responsibility.

Governance (G)

1. Ethical Conduct & Regulatory Compliance

The Group has adopted a zero-tolerance policy towards bribery and put in place policies and procedures to ensure strict
compliance with the Malaysian Anti-Corruption Commission Act 2009 and its amendments.

The Group is committed to providing fair and equitable treatment to all employees and business partners, which includes offering
equal opportunities for growth and prohibiting discrimination or harassment.

The Group is committed to a procurement strategy where sub-contractors are screened for alignment with corporate values and
compliance with local environmental and social laws.

Moving forward, the Group is committed to uphold good corporate governance and ethical conduct in accordance with the
principles and guidance according to the MCCG.

2. Governance Oversight

As at the
diversity:

The Board is committed to achieving and sustaining high standards of corporate governance, ensuring the current composition
provides an appropriate balance in terms of skills, knowledge, and experience to govern the Group effectively.

The Audit and Risk Management Committee (A&RMC) provide oversight on governance, including reviewing any related party
transactions and performing oversight over the administration of the whistleblowing policy.

Moving forward, the Group will continue to uphold the recommendations of the MCCG and strengthen its governance structures
to reinforce the interests of all shareholders.

latest practicable date (LPD), the Group has adopted key MCCG recommendations, with strong board independence and gender
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Key MCCG Governance Indicators

MCCG Governance Application Not fully adopted
Independent Directors 4 out of 6 (66.7% of the Board)
Women Directors 2 out of 6 (33.3% of the Board)
Compliance with 30% women target Not achieved

Source: Company, Mercury Securities

Overall ESG Outlook. Ambest Group Berhad exhibits a pragmatic and operationally integrated approach to ESG, effectively leveraging
sustainability initiatives such as solar integration and structured internship programs to drive both cost efficiency and talent resilience. While
the Group is in the pre-IPO stage and formal sustainability reporting has yet to commence, the internal controls and waste management
protocols disclosed indicate a high level of maturity in environmental resource management and ethical labor practices. These foundational
efforts are essential for maintaining the Group’s status within the global semiconductor supply chain and provide a robust framework for
future reporting. As Ambest transitions into a public-listed entity, its ability to maintain these rigorous zero harm and zero corruption
frameworks while scaling its production capacity will be pivotal in securing long-term institutional investor confidence.
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Disclaimer & Disclosure of Conflict of Interest

This report has been prepared by research analyst(s) of Mercury Securities pursuant to the Research Incentive Program under Bursa Research
Incentive Scheme Plus (“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 disclaim any and all liability, howsoever
arising, out of or in relation to the administration of Bursa Research Incentive Program and/or this report. This research report can also be found
in the Bursa Marketplace or via the link: https://www.bursamarketplace.com/mkt/tools/research.

The information contained in this report is based on data obtained from data and sources believed to be reliable at the time of issue of this report. However,
the data and/or sources have not been independently verified and as such, no representation, express or implied, are made as to the accuracy, adequacy,
completeness or reliability of the information or opinions in this report.

» o« » oo

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 Mercury Securities Sdn Bhd. (“Mercury Securities”) 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. Mercury Securities 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.

Accordingly, neither Mercury Securities nor any of its holding company, related companies, directors, employees, agents and/or associates nor person
connected to it accept any liability whatsoever for any direct, indirect, or consequential losses (including loss of profits) or damages that may arise from the
use or reliance on the information or opinions in this publication. Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Mercury Securities has no obligation to update its opinion or the information in this report.

This report does not have regard to the specific investment objectives, financial situation and particular needs of any specific person. Accordingly, investors
are advised to make their own independent evaluation of the information contained in this report and seek advice from, amongst others, tax, accounting,
financial planner, legal or other business professionals regarding the appropriateness of investing in any securities or the investment strategies discussed or
recommended in this report. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy
is suitable or appropriate to your individual circumstances or otherwise represents a personal recommendation to you. This report is not intended, and should
not under no circumstances be considered as an offer to sell or a solicitation of any offer or a solicitation or expression of views to influence any one to buy or
sell the securities referred to herein or any related financial instruments.

Mercury Securities and its holding company, related companies, directors, employees, agents, associates and/or person connected with it may, from time to
time, 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 be materially interested in any securities mentioned herein or any securities related
thereto, and may further act as market maker or have assumed underwriting commitment or deal with such securities and provide advisory, investment, share
margin facility or other services for or do business with any companies or entities mentioned in this report. In reviewing the report, investors should be aware
that any or all of the foregoing among other things, may give rise to real or potential conflict of interests and should exercise their own judgement before
making any investment decisions.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain
confidential. All materials presented in this report, unless specifically indicated otherwise, are under copyright to Mercury Securities. This research report and
its contents may not be reproduced, stored in a retrieval system, redistributed, transmitted, or passed on, directly or indirectly, to any person or published in
whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Mercury Securities takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Mercury Securities own website material) are provided solely for your 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
Mercury Securities’ website shall be at your own risk.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard to the laws of the
jurisdiction in which you are located.

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and no part
of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.
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Recommendation Rating

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without notice. Hence, the recommendation
rating only applicable to stocks under the list. Stocks out of the coverage list will not carry recommendation rating as the analyst may not follow the stocks

adequately.

Mercury Securities has the following recommendation rating:

BUY Stock’s total return is expected to be +10% or better over the next 12 months (including dividend yield)
HOLD Stock’s total return is expected to be within +10% or -10% over the next 12 months (including dividend yield)
SELL Stock’s total return is expected to be -10% or worse over the next 12 months (including dividend yield)
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