&isentia

Provided for client's internal research purposes only. May not be further copied, distributed, sold or published in any form without the prior

AUTHOR: No author available
MARKET: Malaysia

10 MAY, 2025

The Star, Malaysia

PHOTO: Full Color

SECTION: STARBIZ PAGE: 23
ASR: MYR 52,541.00

Hyperscalers power energy shift

Hyperscalers

DOWer energy shift

THE stage is set for Malaysia's
power sector to shift into high
gear this year, as massive data
centre (DC) investments and grid
upgrades spark a wave of infra-
structure

Although global uncertainties
may briefly dent the momentum,
the long-term outlook remains

Tosu the spike in demand,
Tﬁ:e 1 ﬁwoerl(l'isaeﬂhmamnior

‘Tenaga Nasional Bhd (TNB),
Malaysia's national utility compa-
ny, has been given the green light
o smt:ihcanﬂy ramp up spending
during the fourth at -
od (RP4). A

solid, according to Apex “In RP4, the allowed capital
Securities. expenditure (capex) has increased
The brokerage notes that 2025 by 108% to RM42.8hil, comprising
will be a pivotal year for RM26.6bil in base capex and
Malaysia’s power sector, with RM16.3bil in contingent capex,”
global cloud providers commit- Apex highlights.
ting to 1,313 megawatts (MW) of And while the base capex cov-
new DC projects, up from 505MW  ers DC projects with signed elec-
of live capacity as of December tricity supply agreements, TNB
2024. expects that 60% to 70% of the
These developments are under-  contingent capex will be trig-
pinned by major players like ferzd, articularly as more DCs
Amazon Web Services, Tencent o their power needs, it
Cloud, Google Cloud and others adds.
down on Malaysia as a That's big news for the mechan-
key location in their Asia-Pacific ical and electrical (M&E) segment
expansion strategies. - including electrical contractors,
This, in turn, is pushing electric-  underground utililg solution pro-
ity demand to new highs, especial-  viders and power distribution
Iy in Peninsular Malaysia. equipment makers ~ which Apex
“Electricity demand in believes will enjoy strong earn-
Peninsular Malaysia is accelerat- ings visibility.
now matching gross domestic “The surge in RP'4 capex is
product (GDP) growth due tothe  poised to benefit M&E service pro-
expansion of DCs and artificial viders over the near to medium
intellizence (Al) infrastructure,” term,” the brokerage highlights.
Apex notes. Despite some near-term market
In fact, the firm says that 12 jitters, particularly around global
projects with a combined maxi- tech policy and chip supply, Apex
(OWh have alread signed dlectric- ~Whil e acknowledge
ave already s ic- wea a
potential slowdown in the data

ity supply nts but are still
pending dm a 1 of the
scale at play. This isn't just a story
about power generation - it's
about what comes next.

consent of the copyright owner.

centre growth due to macroeco-
nomic uncertainties, we remain
positive about the longer-term
outlook,” it says.

“The recent weakness in share
prices of power ancillary players
presents an ?Itr.‘lcd\re i
opportunity for investors,” it a

Apex has maintained its “over-
wtl;‘g*hﬂt&‘stnm on the power sec-
tor, top small-to-mid-cap
picks, including CBH Engineering
Holding Bhd, UUE Holdings Bhd,
Pekat Group Bhd, and Southern
Cable Group Bhd.

MW 2025a
pivotal
year for
Malaysia’s
power
sector,
says Apex
Securities

B Thisisn't
just a story
about power
generation
- it’s about
what comes
next

B Current
slowdown
in DC
investments
a temporary
headwind
rather than
a structural
shift

Improving numbers

The optimism is well-ground-
ed in numbers. Malaysia’s
installed electricity capacity in
Peninsular Malaysia stands at
27.7GW as of September 2024,
with a healthy 38% reserve mar-
gin - slightly above the
International Energy Agency’s
recommended optimal range of
20% to 35%.
rosighly halfof genesstian

alf of generation mar-
ket share, while the rest is filled
by independent power produc-
ers, large-scale solar devel
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of data centre activity,
TNB has already revised its

demand growth forecast to 3.5%

to 4.5% for 2025, closel

the national GDP forecast of

4.5% to 5.5%.

Main driver

Ma.l:}sm‘ 's DC story is at the
heart of this shift. Since 2021,
the country has drawn in rough-
ly RM90bil in data centre invest-
ments from major players

incl AirTrunk, s
Bridge, GDS, Keppel and Google.
Johor, in particular, is becoming
a key hub,

“Johor’s total information
technology capacity is nearly
1,600MW, with about 20% oper-
ational and 80% committed or
in early planning stages,” Apex
says, citing a DC Byte report.

The power needs of Al aren’t
trivial either.

“A 100MW DC can generate
enough power to supply around
80,000 homes," Apex ug:tms out,

oo,

and new enhanced dispatch

arrangement participants.

That said, tﬁe energy mix still
leans heavily on fossil fuels,
with coal making up 56.7% and
gas 36.4% of the generation
mix.

Solar only accounts for 2.1%,
though this is expected to grow
in line with the national energy
transition roadmap.

the grid, TNB
has even bigger plans.

“TNB plans to allocate
RM35hil towards transition-re-
lated grid infrastructure from
2025 to 2030, in addition to its
RM54bil non-energy transition
allocation for the grid during the
same period,” notes.

This would bring total grid
investment to nearly RM90bil
over five years — almost double
the RM46bil allocated between
s it explaint

Apex ains that
64% of the contingent capex
under RP4 is earmarked for the
energy transition, including ini-
tiatives like distribution automa-
tion, smart meters and EV infra-
structure.,

“This presents significant
upside in tender opportunities
for players in the M&E sector,” it
notes,

The scope of services includes
everything from “system design,
tion, cleanroom facilities, unin-
terruptible power supply sys-
tems, and integrated security
systems.”

In terms of electricity
demand, the shift is no longer
cyclical - it's structural.

After years of lagging GDP

growth, electricity consumption
has caught up thanks to the

qui grow too.
OpenAl's chatbot, for example,
consumes 2.9-watt-hour per
est, with the cumulative
effect of billions of queries add-
ing up to an estimated 10 tera-
350 of eninsular Malayaias
! ol
installed capacity.
Global data centre capex by
hyperscalers like Amazon,
and Meta is set to
reach US$320hil, almost double
the US$151bil spent in 2023,
“Hyperscalers have commit-
ted over US$44bil in the coming
years, with more than half allo-
cated to Malaysia,” Apex says.
It's not just the power - it's
Malaysia’s location, affordability
and connectivity that make it
such a magnet for digital infra-
structure.

On top of that, the Malaysian
government is its part by
investing US$250mil over 10
years into a strategic Al partner-
ship with ARM Holdings.

initiative aims to build
local chip design capabilities and
reduce reliance on foreign sup-
pliers, including training 10,000
engineers and supporting [P
access

Even if geopolitical uncertain-
ties emerge - like US tariffs on
Al chips or the rise |I:[ rivals such
as s =
e

“We believe the current slow-
down in DC investments
reflects a temporary headwind
rather than a structural shift,” it
states.

“Malaysia’s abundant resourc-
es, balanced diplomatic
aj and ongoing cor

comunit-
ment will ensure its
ness as an emerging DC hub,” it
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