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Kelington in a sweet spot to ride semiconductor up cycle 
PICTURES BY SHAI-IRIL B A S R I / T H E EDGE 

BY CHERYL POO 

A r e g i o n a l e n g i n e e r i n g s p e c i a l i s t , 
Kelington Group Bhd's (KL:KGB) ef-
forts to w i d e n its base and become 
a global player are pay ing off. The 
group 's "modes t b u t s t ra tegic" job 

i n Ge rmany last year h a s led to about RM2.5 
bil l ion w o r t h of t ende r s be ing s u b m i t t e d to 
m a j o r players the re . 

I n a n i n t e r v i e w a t K e l i n g t o n ' s h e a d -
q u a r t e r s i n Kuala L u m p u r , f o u n d i n g ex-
ecu t ive c h a i r m a n a n d CEO R a y m o n d Gan 
H u n g Keng a n d c h i e f o p e r a t i n g o f f i c e r 
S teven O n g W e n g Leong tel l The Edge t h a t 
t h e o u t c o m e of t h e t e n d e r s is e x p e c t e d i n 
t h e late t h i r d q u a r t e r or ear ly f o u r t h quar-
t e r of t h i s year , d e p e n d i n g o n t h e c lose of 
t h e t e n d e r s . 

"We c a n r ea sonab ly expec t a b o u t a 30% 
s u c c e s s r a t e o n t h e RM2.5 b i l l i on w o r t h 
of jobs w e are b i d d i n g for f r o m t w o m a j o r 
s e m i c o n d u c t o r players in Germany. W i t h a 
30% w i n ra te , t h i s could add a b o u t RM700 
mil l ion to RM800 mil l ion to our order book," 
says Ong. 

"We have s tar ted to send our e q u i p m e n t 
to our ex i s t ing base i n Germany.The in i t ia l 
project t e a m [for t h e n e w jobs] wil l be f r o m 
Malays ia a n d S ingapore , a n d w e wil l h i r e 
f r o m G e r m a n y too." 

Kel ington h a s h a d a hea l t hy rep len i sh-
m e n t of its order book, w h i c h stood at RM1.43 
bil l ion as a t M a r c h 31,2025. 

For c o n t e x t o n t h e s e m i c o n d u c t o r u p 
cycle globally, SEMI said in i t s Wor ld Fab 
Forecas t for 4Q2024 t h a t t h e s e m i c o n d u c -
to r i n d u s t r y w a s e x p e c t e d to s t a r t 18 f ab 
c o n s t r u c t i o n p ro jec t s i n 2025, t h e m a j o r i t y 
of w h i c h a re s la ted to b e g i n ope ra t i ons i n 
2026 a n d 2027. 

Driven by t h e European Chips Act, sever-
al fabs are be ing p l a n n e d i n Europe. These 
inc lude European Semiconductor Manufac -
t u r i n g Co's (ESMC) fab in Dresden a n d In te l 
Corp's fab in Magdeburg , b o t h i n Germany. 
ESMC is a joint venture between Taiwan Sem-
iconduc to r M a n u f a c t u r i n g Co Ltd (TSMC), 
Bosch, I n f i n e o n Technologies AG a n d NXP. 

M e a n w h i l e , I n d i a , i n l o o k i n g to e n -
h a n c e i t s s e l f - r e l i a n c e as p a r t of i t s I n d i a 
S e m i c o n d u c t o r M i s s i o n , h a s a n n o u n c e d 
i t s f i r s t US$11 b i l l i on c o m m e r c i a l s e m i -
c o n d u c t o r w a f e r f a b r i c a t i o n f o u n d r y . To 
t h i s e n d , K e l i n g t o n h a s b e g u n to bid for 
jobs i n I n d i a . 

As at April 30, t h e g roup ' s t e n d e r book 
stood at RM4 bil l ion. It inc luded bids w o r t h 
RM950 m i l l i o n i n S ingapore , RM788 mi l -
l ion in Ch ina a n d Hong Kong, and smal le r 
a m o u n t s in Ind ia ,Ta iwan a n d Malaysia. I ts 
t e n d e r book h a s s ince g rown to inc lude t h e 
n e w bids i n Germany. 

Kel ing ton h a s t w o m a i n b u s i n e s s seg-
m e n t s : e n g i n e e r i n g services ( c o m p r i s i n g 
t h e s u b s e g m e n t s of advanced eng inee r ing , 
process e n g i n e e r i n g , gene ra l c o n t r a c t i n g , 
a n d e q u i p m e n t a n d mater ia l s ) , w h i c h col 
lectively con t r i bu t ed 90% to g roup r evenue 
i n 1QFY2025, a n d i n d u s t r i a l gases , w h i c h 
con t r ibu ted t h e r e m a i n i n g 10%. 

The group 's u l t ra h i g h pu r i t y s e g m e n t , 
w h i c h h a s b e e n r e n a m e d advanced engi -
nee r ing , is i ts largest r e v e n u e cont r ibu tor , 
a c c o u n t i n g for 73.8% of i ts to ta l r evenue i n 
1QFY2025. 

Strengthening position 
in CCS supply chain 
Kelington's industr ia l gas s egmen t — w h i c h 
is invo lved i n t h e m a n u f a c t u r i n g of l iq-
uef ied c a r b o n d iox ide a n d t h e t r a d i n g of 
spec ia l i ty gases s u c h as oxygen , n i t r o g e n , 
a rgon , h e l i u m a n d hyd rogen — is expec ted 

By working with 
Petronasonthe 
study, we'd like to 
eventually work with 
local companies to 
capture waste carbon 
and also transport it 
from the customer's 
place to the storage 
terminal."-Gan 
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to a c c o u n t for 30% to 50% of g r o u p r evenue 
i n t h e n e x t f ou r yea r s or so. The g r o u p h a s 
two liquid ca rbon d ioxide p lan t s in Kerteh, 
Terengganu ,one w i t h an a n n u a l product ion 
capac i ty of 50,000 t o n n e s a n d t h e o t h e r a t 
70,000 t o n n e s . 

A fa s t -g rowing s egmen t , t h e indus t r i a l 
gas d iv i s ion b r i n g s i n r e c u r r i n g i n c o m e , 
t h a n k s to l o n g - t e r m supp ly con t rac t s w i t h 
cus tomers . I n fact , s ince its first p l an t com-
m e n c e d operat ions in October 2019, t he divi-
sion's r evenue h a d g r o w n f r o m RM22.1 mil -
l ion in FY2020 to RM145 mi l l ion i n FY2024, 
r e p r e s e n t i n g a c o m p o u n d a n n u a l g r o w t h 
ra te of 60%. 

"The p l a n is to r a m p u p capac i ty in t h e 
n e x t t w o to t h r e e yea r s to b r i n g i n m o r e 
p roduc t sales," says Ong. 

To t a p i n t o t h e e n v i r o n m e n t a l , soc ia l 
a n d co rpora te g o v e r n a n c e (ESG) space via 
c a r b o n c a p t u r e , Ke l ing ton i n May s igned 
o n to do a feas ib i l i ty s t u d y w i t h Malays ia 
Steel W o r k s (KL) Bhd (KL:MASTEEL) a n d 
Unive r s i t i T u n k u Abdul R a h m a n . The a i m 
of t h e s t u d y is for Mas tee l to m i n i m i s e i ts 
carbon footpr in t a n d mee t indus t ry d e m a n d 
for s u s t a i n a b l e steel . 

We can reasonably 
expect about a 30% 
success rate on the 
RM2.5 billion worth 
of jobs we are bidding 
for from two major 
semiconductor 
players in Germany," 
- O n g 
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Kelington, via i ts whol ly-owned un i t Ace 
Gases, will provide technical expertise in car-
bon cap ture a n d storage (CCS) solut ions. Ace 
Gases is also collaborating w i t h Petronas CCS 
Solutions Sdn Bhd to explore carbon emis-
s ions m a n a g e m e n t solut ions in a 12-month 
feasibility s tudy beg inn ing th is m o n t h , w i t h 
t h e opt ion of a one-year ex tens ion . 

Carbon cap tu re , u t i l i sa t ion a n d s torage 
(CCUS) is one of six key deca rbon i sa t ion le-
vers u n d e r t h e Na t iona l Energy Trans i t ion 
Roadmap, w h i c h w a s l aunched in Ju ly 2023. 
F lagship p ro jec t s u n d e r t h e NETR are ex-
pected to a t t rac t m o r e t h a n RM25 bi l l ion in 
inves tments and the init iat ive is unders tood 
to be par t icular ly crucial for h i g h - e m i s s i o n 
i n d u s t r i e s , s u c h as oil a n d gas , s tee l a n d 
c e m e n t , w h e r e ca rbon r e d u c t i o n r e m a i n s 
a cha l lenge . 

Gan a n d Ong exp la in t h a t going deeper 
into t he carbon capture space is a logical step 
fo rward for Kel ington as t h e m o s t exper i -
enced local player in t h e field and whose two 
liquid ca rbon dioxide p l an t s are t he biggest 
in t h e country . 

"By w o r k i n g w i t h Pe t ronas o n t h e study, 
we'd like to eventual ly work w i t h local com-

p a n i e s to c a p t u r e w a s t e c a r b o n a n d also 
t r a n s p o r t it f r o m t h e c u s t o m e r ' s p lace to 
t h e s t o r a g e [ t e rmina l ] , " says Gan . 

"Many indus t r i e s all over Malaysia wi l l 
require s u c h services. We c a n offer ou r CCS 
services to t h e s e indus t r ies , especial ly steel 
mills. We will eventually invest in specialised 
fleets to t r a n s p o r t l iquefied ca rbon dioxide 
as we are k e e n on t h e logist ical side of t h e 
operat ions ," adds Ong. 

Kelington's ne t profi t for t he first quar te r 
e n d e d M a r c h 31, s tood a t RM26.6 mi l l i on , 
7.3% h i g h e r t h a n t h e RM24.8 mi l l ion i n t h e 
previous corresponding period, on 20% lower 
revenue of RM270.3 mil l ion.I ts financial per-
f o r m a n c e o n a n a n n u a l bas i s d e m o n s t r a t e s 
a similar t r end ,wi th FY2024 revenue dipping 
20% to RM1.27 billion f rom RM1.6 bill ion,yet 
regis ter ing a 19.5% growth in profit a f te r t a x 
to RM126.7 mi l l ion (see char t ) . 

"The n u m b e r s were due to changes in t he 
s e m i c o n d u c t o r a n d a r t i f i c ia l i n t e l l igence 
t r e n d s i n t h e m a r k e t . The s e m i c o n d u c t o r 
i n d u s t r y h a s been en joy ing s t rong g r o w t h 
s ince last year and th i s wil l easily c o n t i n u e 
beyond 2026," says Ong. 

"Thus , Ke l ing ton h a s b e e n r ece iv ing a 
h ighe r propor t ion of advanced eng inee r ing 
jobs t h a n g e n e r a l c o n t r a c t i n g . Advanced 
e n g i n e e r i n g c o m m a n d s b e t t e r m a r g i n s . 
There fore , b e c a u s e of t h i s d e m a n d , w e c a n 
be m o r e se lec t ive i n ou r job bids . W i t h t h e 
t e n d e r book g r o w t h , w e a re a g a i n a i m i n g 
for double-d ig i t g r o w t h i n ou r b o t t o m l ine 
t h i s year." 

Asked about t h e i m p a c t f r o m t h e ongo-
ing t r ade t e n s i o n s o n Kelington 's bus iness , 
Gan a n d Ong n o t e t h a t t h e tar iff w a r h a s 
ac tua l ly b e e n h e l p f u l in c r ea t ing d e m a n d 
for t h e group 's o f fe r ings in t h e l ight of t h e 
u p c o m i n g w a f e r f a b r i c a t i o n f o u n d r i e s i n 
several count r ies . 

As at M a r c h 31, Kel ington had a n e t cash 
pos i t ion of RM101.8 mi l l i on a n d r e t a i n e d 
e a r n i n g s of RM252 mi l l ion . 

"There are no firm p lans now, b u t should 
t h e o p p o r t u n i t y r equ i r ing a capi ta l invest-
m e n t in t h e industr ia l gas s e g m e n t arise, we 
w a n t to be ready for it," says Ong. 

Ke l ing ton h a s a d iv idend pol icy of pay-
ing ou t a t l eas t 25% of i t s p rof i t a f t e r t a x 
a n d m i n o r i t y i n t e r e s t s . I t pa id o u t 1.5 s e n 
p e r s h a r e i n FY2020 a n d FY2021, 2.5 s e n 
pe r s h a r e i n FY2022 a n d 4 s e n pe r s h a r e 
i n FY2023 be fo re d o u b l i n g it to 8 s e n pe r 
s h a r e i n FY2024. 

I t s s h a r e pr ice w a s at a record h i g h of 
RM4.12 last Thursday, hav ing c l imbed 16.9% 
year to date , v a l u i n g t h e c o m p a n y at RM3.1 
bil l ion. Bloomberg da ta shows t h a t all five 
analys ts covering t h e stock have "buy" calls, 
w i t h a c o n s e n s u s ta rge t pr ice of RM4.42. 

A m l n v e s t m e n t Bank Bhd h e a d of equi -
ty r e sea r ch Paul Yap, w h o h a s t h e h i g h e s t 
t a r g e t p r i ce (RM4.70 per s h a r e based o n a 
t a rge t p r i c e - e a r n i n g s ra t io of 21 t i m e s a n d 
FY2026 e a r n i n g s per sha re ) a m o n g t h e an -
alysts, tells The Edge t h a t Kelington 's valua-
t ion p r e m i u m over its t rad i t iona l cons t ruc-
t i o n pee r s is d u e t o i t s " n i c h e pos i t i on as a 
h i g h t e c h provider of UHP s y s t e m s , w h i c h 
is a cr i t ica l e n a b l e r i n s e m i c o n d u c t o r in-
f r a s t r u c t u r e . W h i l e i t is n o t a p u r e p lay 
s e m i c o n d u c t o r c o m p a n y , i t s e x p o s u r e to 
s t r u c t u r a l s e m i c o n d u c t o r g r o w t h jus t i f ied 
a h i g h e r mul t ip le" . II 
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SUMMARIES
Aregional e n g i n e e r i n g specialist, Kelington Group Bhd's (KL:KGB) efforts to widen its base and become a global player are
paying off. The group's "modest but strategic" job in Germany last year has led to about RM2.5 billion worth of tenders being
submitted to major players there.
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