KNM has the right skills

(ompany aims to be among top 10 process equipment manufacturers in the world
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grown since 13 flrst year of opera-
tions, when 1% tumover was only
M2 millon. According 1o the pro
forma consolidsed resulis, the com-
pany has seen its revenae nearly
double In the last five years — from
RM55 million in 1998 1o RM107 mil-
lion in 2002, Net profits have fol-
lowed suit — from RM3 million in
1998 to RMS.3 million in 2002,

The company has three manufac-
turing plants in Malaysia — located
in Melaka, Gebeng and Bintulu. Its
fourth and newest plant in Changs-
hu, China is the largest, with a
manufaciuring capacity of 11,500
tonees. According to an analys al
Mayban Securities, this plant will
help KNM break into the Japanese,
South Korean and Riissian markets.

These plants will service the
RMI141,7 million worth of projects
that KNM currently has in hand at
home and abroad. *|This] will keep
the group busy for the mext 12
months,™ says the Mayban analyst.

AmResearch is positive an the
jocation of these plants, *[They] are
siraegleally located near sea pons,
This minkmises the transporiation
costs, which i= 2 major price factor
due to the Large size and weight of
the equipment,” says its analyst.

Accarding to AmResearch, 45 per
cent of KMM's orders for 2002 came
from thie overseas markel. Based on
the first half of this year, 48 per cent
of the total onders in hand came
from the expornt market. *We under-
stand from management thai rev-
etrie growth from overseas busingss
is expected to surpass that of the do-
mestic market. This is baged on ihe
growing muamber of new ofl and gas
projects in the Middie East, Asean
and America,” the report concludes.

EXNM counts compantes like Petra
Perdana and Dialog as its closest bo-
cal competitors, but it is also keen to
disthguish itself from them. “We are
very focused and niche in siorage
and process equipment, whereas
only. a minorty of their business is
In process equipmint,” Lee observes,

AmEesparch says KNM's foreign
competitors include Hyundal Heavy
Industries Co Lid [South Korea)

*Crowth will 2lso come from the
expansion of s product range via
licensing arrangements,” says the
analyst with AmResearch. The com-
pany has been granted the exclusive
right to market German-based JPM
Ingenleurtechnik Gmbl products
and services within Asia-Pacific un-
til I.|1|I']'l.EDﬂE_'r-

Analysis say, however, thal KNM
is vitlmerahle to price fuctustions of
ihe imparted raw malerials i uses
Speel plates and other iron and steel
materials accounded for about 68 per
cent of the total raw materials used
by the group in manufacturing proc-
et equipment Last year,

AmResearch also points to KNM's
pelative rellance on key customers,
whete abouit 50 per cent of all s wop
83 customers have been dealing with
it for betweden five and 12 years since
incepiion, with repeal onders. The
analyst believes, however, that the
effect is mitigated as the group's busi-
ness, design and engineering exper



