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Nextgreen Global Bhd

Growth Ambitions Intact, but Earnings
Ramp-Up Takes Time

We remain positive albeit cautiously on Nextgreen Global Berhad’s
(NGGB) long-term integrated waste-to-value proposition, supported by
the expansion of its existing EFB pulp facility from 10k to 15k metric
tonnes per annum and growing commercial traction for NexBooster
biofertiliser. Earnings ramp-up is expected to be more gradual than
previously assumed, as the initial 10k-tonne animal-feed plant is only
scheduled for commissioning in October—-November 2026, while the 150k
tonne NeuWhite pulp facility is unlikely to contribute before 2028.
Accordingly, we cut our FY26E/FY27E core net profit estimates by
38%/30% to RM52m/RM73m, primarily reflecting the deferral of RM90
million in animal-feed revenue and lower pulp and animal-feed capacity
assumptions. The revisions are partly cushioned by the 100% income-tax
exemptions on qualifying pulp and fertiliser income, supporting effective
tax-rate assumptions of 3%/5% for FY26E/FY27E. NGGB Group’s sizeable
capital expenditure requirements and rising leverage remain key funding
and dilution risks. Rolling forward our valuation to FY27E EPS of 6.3 sen
and applying an unchanged 11.8x P/E, we lower our target price to RM0.75
from RMO0.85. With limited upside from the current price of RM0.73, we
downgrade NGGB to HOLD.

We attended a briefing by the Management recently and among the key
takeaways are;

1. Existing pulp operations. Nextgreen Global Berhad (NGGB) is expanding
its existing empty fruit bunch (EFB) pulp plant from 10k metric tonnes (MT)
to 15k MT/annum (previously 25k MT/annum , with completion targeted
around October—November 2026. The upgrade may temporarily disrupt
FY26 production, with the full earnings contribution expected from FY27.
Management remains confident in demand for EFB pulp as a locally
produced substitute for imported wood pulp, supported by potential freight
savings (USD50-60/tonne) and growing interest from domestic, Japanese
and Chinese customers.

2. NeuWhite pulp project. The proposed 150k MT NeuWhite pulp facility
remains NGGB'’s principal medium-term growth catalyst, although the
commercial timeline appears to have shifted towards 2028. The project, with
estimated capital expenditure of approximately RM900 million, is supported
by 101 Corporation for feedstock and infrastructure and Xiamen C&D for
equipment procurement, financing, marketing and potential offtake. While
the strategic partnerships reduce execution risk, further clarity is required on
the final funding structure, NGGB’s equity contribution, parent-company
guarantees and the confirmed commissioning date.

3. Fertilizer business. NexBooster liquid biofertiliser remains NGGB’s most
established near-term growth and earnings driver, benefiting from low-cost
residue generated by its pulp operations. Management is also developing a
powder formulation, with machinery expected to arrive around September
2026, which could reduce storage and transportation costs and improve
export viability. Field trials across paddy and oil-palm cultivation have shown
encouraging yield improvements, although broader and more standardised
commercial trials are required before these results can be considered
conclusive.
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Business Overview

Nextgreen Global Berhad (NGGB) is an integrated green
technology company that converts oil palm biomass mainly
empty fruit bunches (EFB) into sustainable products such
as paper pulp, green packaging, and organic fertilisers.

Return Information

KLCI (pts) 1,732.66
YTD KLCI chg. 3.1%
YTD Stock Price chg. -8.2%
Absolute (%) -6.4% -7.6% -12.6%
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FY Mar (RM m FY25A FY26E FY27E
Revenue 91.0 104.7 140.1
Gross Profit 63.9 73.3 98.1
EBITDA 62.5 56.5 77.0
PBT 48.3 53.8 77.3
Net Profit 29.8 52.2 73.4
Core Net Profit 30.7 52.1 73.3
Consensus (NP)

Earnings Revision -38% -30%
Core EPS (sen) 2.6 4.5 6.3
Core EPS Growth (%) 21.9 69.9 40.7
Net DPS (sen) - - -

Net Div. Yield (%) 0.0% 0.0% 0.0%
PBV (x) 1.7 1.9 1.9
P/E (x) 27.6 16.3 11.6
Net Gearing (x) 0.30 0.40 0.36
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4. Among the field trails providing encouraging agronomic evidence are; i) FELCRA paddy trials recorded yield improvements ranging
from 12.1% to 43%, ii) A MADA trial in Perlis generated 6.3 tonnes per hectare versus 5.4 tonnes for the control, representing a 17%
improvement, iii) Wilmar’'s East Java trials recorded yield improvements of 4.75% and 8.78%, iv)Oil-palm testing showed an average
approximately 2.5-percentage-point improvement in oil-to-bunch ratio and higher bunch weights and v) Nursery trials suggest
NexBooster could maintain or improve growth while reducing the use of chemical fertiliser.

5. Export development. Libya, Ghana (agreement in July 26 with Ghana’s Ministry of Food and Agriculture) and other African markets
present meaningful longer-term opportunities for NGGB’s fertiliser products, but commercialisation remains dependent on regulatory
approvals, confirmed purchase orders, shipment schedules and secure payment arrangements (especially coming from Libya where
management alluded to 25k tonne supply agreement). Although the company has announced distribution and supply agreements, export
volumes remain at an early stage and most likely coming in stream in 4QFY26 or earlier.

6. Animal-feed project. NGGB intends to commission an initial 10,000-tonne-per-annum animal-feed facility around October—November
2026, followed by a potential expansion to 50,000 tonnes. Given the late commissioning schedule, the project is unlikely to make a
material contribution in FY26, with a more meaningful impact expected from FY27 onwards. At previous selling-price assumptions, a
fully utilised 10,000-tonne facility could generate approximately RM18-20 million of annual revenue, but late-year commissioning means
FY26 contribution should be negligible.

7. Other businesses. The Group’s printing division is expected to operate under a more asset-light model through the subcontracting of
external printing work, limiting capital requirements but also reducing its significance as an earnings contributor. Property development
within the Green Technology Park—including commercial premises, workers’ accommodation and light-industrial facilities—offers
longer-term monetisation potential but remains subject to approvals, development partners and execution timelines. Renewable-energy,
wastewater-treatment and utility assets will primarily support the integrated industrial park rather than contribute materially to near-term
standalone earnings.

Post Update, we slash FY26E/FY27E earnings by 38%/30% respectively to RM52m/RM73m. Among the key reasons are; i) Negligible
topline contribution from its animal feed in FY26E (previously we penciled in a RM90m contribution - coming in from a 50k MT plant/annum,
ii) The Pulp facility at 15k MT/annum (previously at 25k MT/per annum) for FY27E and iii) the animal feed facility capacity at 10k MT/annum
for FY27E (previously at 50k MT/annum). Our GP/PBT margins remained unchanged at 70%/59% for both years. We also slash our ETR
from 29% to 3%/5% as both Nextgreen Fertilizer and Nextgreen Pulp & Paper enjoy 100% income-tax exemptions on qualifying statutory
income for ten years. Tax-exempt pulp and fertiliser represent approximately 92%/81% of FY26E/FY27R revenue (and we yet to input in
any animal-feed tax incentive).

Valuations. Our TP now is at RM0.75 (from RMO0.85) as we rollover our valuations to FY27E EPS of 6.3 sen based on an unchanged
P/E multiple of 11.8x (based on the 5-year average of its regional peers). At the current price of RM0.73, valuations are demanding and we
lower our call to HOLD.

Investment Case. We remain positive on Nextgreen given: (i) its position as Malaysia’s pioneer in palm-based waste-to-value solutions,
(i) its advantage use of patented PRC-RBMP technology that converts EFB into high-grade pulp without relying on traditional wood fibres,
and (iii) its superior GP margins driven by operational efficiency and higher-value fertiliser products. NGGB’s long-term integrated waste-
to-value proposition remains credible with growing commercial foundation in pulp and biofertiliser, but the earnings expansion is likely to
be more gradual and capital-intensive than previously assumed. Management guided for capex of RM80m each for FY26E/FY27E as its
effective economic interest stands at 40% for NeuWhite and animal feed projects. With RM11.3 million in cash, RM161.4 million in
borrowings and net gearing of 0.31 times as at end-March 2026, project financing, strategic-partner contributions and potentially additional
equity will be required to fund the expansion programme.

Risks to our Call; i) NeuWhite timeline slippage, ii) late commissioning of the initial animal-feed plant, iii) uncertain export conversion and
iv) the Group’s sizeable funding requirements.
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Key Financial Data
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Income Statement Financial Data & Ratios
FY Dec (RM m) 2023A  2024A 2025A  2026E  2027E FY Dec 2023A  2024A  2025E  2026E  2027E
Revenue 36.3 68.0 91.0 104.7  140.1 Growth 10.4%  871% 338% 151%  33.8%
EBITDA 25.6 36.0 62.5 56.5 77.0 Turnover 11.6%  40.6% 734%  -96%  36.4%
Rz‘p(:ftt;iation & (8.6) (8.5) 7.8) 90)  (106) EBITDA 04%  61.0% 98.9% 19.8%  33.8%
Operating Profit 17.1 27.5 54.7 65.5 87.7 Operating Profit -84% 81.7% 110.1% 11.3%  43.6%
Interest Inc/(Exp) (4.4) (4.5) (6.5) (11.7)  (10.4) PBT -26.3% 149.5%  294%  74.8%  40.7%
Assoc Earnings (1.0) (1.3) (1.3) 0.0 0.0 Core Net Profit -26.6% 1533% 33.1% 69.9%  40.7%
Profit Before Tax 12.7 23.0 48.3 53.8 77.3
Taxation (3.4) 0.1  (18.5) (1.6) (3.9) Profitability
Net Profit 9.2 23.1 29.8 52.2 73.4 Gross Profit Margin - 36.2% 53.9% 70.2% 70.0% 70.0%
PATAMI 9.1 23.0 30.7 52.1 73.3 EBITDA Margin 705% 53.0% 686% 53.9% 55.0%
Operating Margin 47.0% 404% 60.1% 62.6% 62.6%
Balance Sheet PBT Margin 348% 33.8% 53.1% 51.4% 55.1%
Fixed Assets 1464 1876 2203 2310 3004 Core NetMargin  25.0% 33.9% 33.7% 49.8% 52.3%
Intangible Assets 0.5 0.5 0.5 0.5 0.5 Effective Tax Rate -27.0% 0.3% -382% -3.0% -5.0%
ROU Assets 0.6 1.0 0.1 1.0 1.0 ROA 20% 4.0% 3.9% 7.0% 8.0%
Other Fixed Assets 198.7 1795 2905  66.2 61.5 ROE 27% 52% 6.0% 11.8% 16.6%
Inventories 14.32 94.10 90.63 113.48 97.25
Receivables 104.72 116.62 168.29 33329 458.28 Leverage
Other Current Assets ~ 10.51  14.46 9512 91.01  337.79 Debt/Asset (x) 0.15 0.12 0.20 0.24 0.17
Cash 435 580 911 2188 246 Debt/Equity (x) 020 015 030 040  0.36
Total Assets 465.2 579.3 770.3 7455 918.8 Net (Cash)/Debt 62.7 59.2 129.0 176.0 97.0
Net Debt/Equity (x)  0.19 0.13 0.26 0.40 0.22
Payables 5393 63.99 80.63 1450 22.98
ST Borrowings 5.1 9.8 12.4 40.0 20.0 Valuations
Other ST Liability 0.0 0.0 0.0 0.0 0.0 Core EPS (sen) 1.1 2.2 2.6 4.5 6.3
LT Borrowings 63.4 58.5 138.4 138.4 138.4 NDPS (sen) - - - - -
Other LT Liability 45 3.4 18.3 139.9 2946 BV/sh (RM) 39.8 416 42.8 38.1 38.1
Net Assets 337.9 4426 4973 4418 4418 PER (x) 68.1 33.7 27.6 16.3 11.6
Div. Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Shareholders' Equity ~ 337.9 4422 4964 4422 4422 PBV (x) 1.8 1.8 1.7 1.9 1.9
Minority Interests (0.0) 0.3 0.8 (0.5) (0.4) EV/EBITDA (x) 26.6 23.2 19.7 18.1 12.3
Total Equity 3379 4426 4973 4418 4418

Cashflow Statement
FY Mar (RM m)

Operating CF (17.9)  (23.1)  (70.5) 11.7 138.6
Investing CF (31.9) (63.3) (36.3) (80.0) (80.0)
Financing CF 51.3 79.8 118.9 51.0 34

Change In Cash 1.4 &3 121 (17.3) 62.0
Free CF (47.2) (64.5) (106.7) (66.7) 62.5

Source: Mercury Securities, Company, Bloomberg
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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« "o«

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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