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This article first appeared in The Edge Financial Daily, on May 16, 2016.

KUALA LUMPUR: Apex Healthcare Bhd,
which will see founder Kee Tah Peng retire

from the board at the forthcoming annual T; ol (mi) i
general meeting on Wednesday, is ready to
chart another milestone as it takes a more 0.9 . 4.1
aggressive stance on international markets in
order to sustain its record-high revenue. 0.6 3.8
Chairman and chief executive officer (CEO) Dr 03 3.5
Kee Kirk Chin said the pharmaceutical
products maker and distributor is eyeing the o ik a0
next level of growth by stepping up its Apr 14, 2015 May 13, 2016
research and development (R&D) spending
this year.
It will also focus on expanding government
pharmaceutical businesses in Malaysia and 600 (AM mif Revenue [ Net proft
the region, while eyeing more international c00 o
growth opportunities. J @
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“Our aim in the long term is to have our 300 § § §
international markets’ contribution account 200
for more than 50% of our revenue,” said Kirk o = o © v
Chin in an interview with The Edge Financial 2 2 S 3 3
Daily. ° Fr: FYE F*rz sz FY%

The 54-year-old Singaporean, who is Tah
Peng’s son, said he does not rule out taking the merger and acquisition (M&A)
route to achieve the target.

Currently, 65% of the group’s revenue comes from Malaysia, and the rest from 13
export markets, the main ones being Singapore, Hong Kong and Myanmar.

“Our growth over the last 16 years is from the domestic market. Now, we will
enhance the growth with more international income. We want to have greater
direct presence in these 13 countries, we will also look at other new countries in
Indo-China or Southeast Asia, and African south continent,” Kirk Chin said.



Most of the group’s overseas businesses are currently supported by distributors
and Kirk Chin hopes to change this by placing his own team in the markets to gain
more control.

The group, which was sitting on a net cash position of RM69.35 million for the
financial year ended Dec 31, 2015 (FY15), is constantly in talks with many parties
to evaluate opportunities.

“It may take up to five years on our own to reach a certain level in a foreign
market. If there is a local company with its own plant and own brands with
certain market share, we are able to skip ‘some steps’”’ said Kirk Chin.

Any M&A move should allow the group to diversify into a new healthcare area
that offers a new engine for growth, or one that relates to the group’s core
business that would help it gain greater market share for its own brands.

“We will consider any type of operations, and it can be anywhere,” he said,
stressing, however, that the retail business will not be the group’s focus.

Dr Kee said 50% of the group’s net profit comes from drug manufacturing, while
the rest is from marketing and distribution activities. After disposing of its retail
business to Hong Kong-based AS Watson Group in 2005, the group is now left
with just two retail shops in Johor Baru and the original shop in Melaka.

Meanwhile, as government contracts offer better stability, Dr Kee is also working
hard on expanding into this area, noting that it may have a spillover effect on the
group’s healthcare business in the private sector.

Apex’s healtcare business is currently dominated by the private sector, with less
than 5% of revenue coming from the public sector.

The group also targets to spend up to 5% of its revenue from its manufacturing
unit as R&D spending. Previously, it ranged between 2.5% and 3%.

In the last few years, Apex launched three to four products a year, but now Dr Kee
wants to double the number and focus on products that offer better margins.

Dr Kee also indicated that the group needs cash to upgrade its manufacturing
facilities to meet future standards, especially for entering international markets.
But the group has yet to finalise its capital expenditure.



It should be noted that although the low-profile family-owned group recorded a
revenue of RM527 million in FY15 — its 15th consecutive year of revenue growth
since its initial public offering in 2000 — its year-on-year growth was only 6%.

Apex is also faced with high drug import costs after the ringgit weakened against
the US dollar. Coupled with losses of RM1.8 million from its associate Straits Apex
Sdn Bhd, the group’s FY15 net profit grew only 1% y-o-y to RM34.2 million.

The below-expectation results prompted RHB Research Institute analyst Ng Suk
Yee to maintain her “neutral” call on the counter.

“The company is lacking exciting growth, but if the management is able to break
through, it may offer a reason for us to relook its valuation,” she told The Edge
Financial Daily when contacted.

Dr Kee said last year was an “eventful year” for the group as the goods and
services tax was implemented from April 1.

“When the ringgit was weakening against the US dollar, imported drugs and
material prices went up [but] we still capped our products’ selling prices. That’s
why our margins were under pressure in FY15,” Kee said.

But things should be better this year as the ringgit’s value against the greenback
has improved since the beginning of the year.

Also, Apex will be raising its product prices in July based on the inflation rate.

Dr Kee also expects Apex’s 40%-owned orthopaedics business, Straits Apex, which
returned to profitability in the last quarter of FY15, to remain profitable in FY16.

”»”

“Perhaps, analysts will have a better picture of us after our first-quarter results,
said Kee.

Apex’s share price closed 12 sen higher at RM4.12 last Friday, with a market
capitalisation of RM482.64 million. At the current level, the price is near its five-
year high of RM4.33 registered on Aug 5 last year. Year-to-date, the counter has
risen 14.44%.
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But things should be better this year as the ringgit’s value against the greenback
has improved since the beginning of the year.

Also, Apex will be raising its product prices in July based on the inflation rate.

Kirk Chin also expects Apex’s 40%-owned orthopaedics business, Straits Apex,
which returned to profitability in the last quarter of FY15, to remain profitable in
FY16.

“Perhaps, analysts will have a better picture of us after our first-quarter results,”
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capitalisation of RM482.64 million. At the current level, the price is near its five-
year high of RM4.33 registered on Aug 5 last year. Year to date, the counter has
risen 14.44%.

Subscribe to Editor's Picks
& Mid-day email alert

We deliver news to your
inbox daily

Email Addres:t

SUBSCRIBE

RELATED NEWS

9 November 2017

Apex Healthcare hits all-time high on
positive catalysts seen

15 November 2016

BHS Industries, Tanjung Offshore,
EcoWorld, L&G, Tadmax, TAHPS and Apex
Healthcare

16 June 2016

JCorp unveils master plan for Johor's
Ibrahim International Business District
15 November 2016

Apex Healthcare posts 57.5% increase in
3Q net profit on higher associate revenue,
profit


https://www.theedgemarkets.com/article/article/apex-healthcare-hits-alltime-high-positive-catalysts-seen
https://www.theedgemarkets.com/article/article/bhs-industries-tanjung-offshore-ecoworld-lg-tadmax-tahps-and-apex-healthcare
https://www.theedgemarkets.com/article/article/jcorp-unveils-master-plan-johors-ibrahim-international-business-district
https://www.theedgemarkets.com/article/article/apex-healthcare-posts-575-increase-3q-net-profit-higher-associate-revenue-profit

FEATURED VIDEOS

ying
BIL LRT JOB
10 Jul | 10:00am W Featured, Ju... 09 Jul | 0817pm W Featured, Ev...
On The Edge TV tonight EVENING 5: 1II3M’s LRT contract

terminated

> MOST READ

MOST WATCHED

passengers can do to
avoid longer waits after
July 12

Putrajaya names two
conditions for Malaysia

Airlines suitors

1 Grab says here's what

UWC closes at intraday
high on Bursa debut

W

PwC Malaysia held its third
Building Trust Awards I

09 Jul | 08:00am W

NEWS: PwC Malays
winners of the Builc
Awards 2019


https://www.theedgemarkets.com/video-feeds/featured
https://www.theedgemarkets.com/article/grab-says-heres-what-passengers-can-do-avoid-longer-waits-after-july-12
https://www.theedgemarkets.com/article/putrajaya-names-two-conditions-malaysia-airlines-suitors
https://www.theedgemarkets.com/article/uwc-bursa-debut-says-ipo-key-milestone
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsvhCMJZR20OKbFbSQrxWjdDDAwHYxazEEOlSo0Ph1tFA0FJ-4yPjijpHU_gbEzVy5MsgTykN-mQP2W0Y-erBJiSZ8CM-x4omAa0Da4rPfVzIgEQF54ZvDNKYFE3QVawe0D1XM4ohrpucUDVLXgNgL1FqBCglvj4Kn2gkXCUkrAal2SL3ql3TCrKFTfvfYwFLaHurwxKVUVgx5fc1ms5B5DVFwGCTdvG2XP3uxILKLWlhucZn2-Qn9KhqFov_b9p1g&sig=Cg0ArKJSzBcYDbHHXMdK&adurl=https://www.rhbgroup.com/merge/35/index.html%3Futm_source%3Dbanner%26utm_medium%3Dedge%26utm_campaign%3Dm35Edge3&nx=CLICK_X&ny=CLICK_Y
https://www.theedgemarkets.com/content/edge-tv-tonight-294
https://www.theedgemarkets.com/content/edge-tv-tonight-294
https://www.theedgemarkets.com/video-feeds/featured
https://www.theedgemarkets.com/video-feeds/justsaying
https://www.theedgemarkets.com/content/evening-5-ijms-lrt-contract-terminated
https://www.theedgemarkets.com/content/evening-5-ijms-lrt-contract-terminated
https://www.theedgemarkets.com/video-feeds/featured
https://www.theedgemarkets.com/video-feeds/evening5
https://www.theedgemarkets.com/content/news-pwc-malaysia-announces-winners-building-trust-awards-2019-1
https://www.theedgemarkets.com/content/news-pwc-malaysia-announces-winners-building-trust-awards-2019-1

AirAsia says experiencing
4 IT system outage

Guan Eng: Highway

5 congestion charge by Jan
1, 2020 if Cabinet
approves

WAYS TO GROW ==

YOUR WEALTH

RHB* fremier



https://www.theedgemarkets.com/article/airasia-says-experiencing-it-system-outage
https://www.theedgemarkets.com/article/guan-eng-highway-congestion-charge-jan-1-2020-if-cabinet-approves
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsu4vHVUUlXDdIxg8_diGydrtjulkyPcC0ZaKeEeMdP6cuCrG50bv_OwpfoyR9QjOUpoGwIZvM6AsxjvXt85VW6906ZUDsT6DF3OvCg7qFRRuzTdkl9lw2XHSxtCT4pHx9JiYEkW0jX90BoF1l9pMB5dmINUXwCE2nvognan5ebYJAJmeZwQLFTJzL95joFzVZQbPWrU6Ufxogx9ID2sSLtaxdBQWprg9oToBJkJdKHS205CIq8tX4cl8bGhpUTdrw&sig=Cg0ArKJSzExZF90etbgp&adurl=https://myevents.theedgemarkets.com/event-info/59/The%2520Edge%2520-%2520Standard%2520Chartered%2520Bank%2520Market%2520Outlook%2520Forum%25202019&nx=CLICK_X&ny=CLICK_Y
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstFPvNTi6aoSHsspGK1kKzG1M80IPILsrYApRF7RMTFFyvXIgPntXUQHMUouTYyzg2GuGvcMGDsLmdNuNaatK3TEuSLBU2M6X8s7aWEgwu1fN8g_tlcsYllkXSbM1DfOMscg2YGC9-BU0P0L-OMBT24rvauzkTdKV5CCNFqHEJIzihKvPcjP8JxwAQeKx3j-vhAC7ivJf5jOaAeliM8gapFbngk9JVEFtZOdEdTa5jrK94_LyP0ntXSEmKQIXNtEg&sig=Cg0ArKJSzP5ClYLvqc8fEAE&urlfix=1&adurl=https://auth.theedgemarkets.com/register.html
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjssTta5FrbRKIzBaFLIMp2SPifAWCVceGSaspoQ2zdd2mTS1boBCa025b82GBjs6Yzr8NAohkLJPjJH6Onzx0uWbp7OWCHJc7q2eXcW-ZUSxDJywCOGRHV6Ohu48sPLQ_9GAZbcC2UbYS_Ah1QspqkfIvapY8bEZ4Whtc3ajZg1UCjCeO4lqBGjiwuky9ZtalACJchy49BNWgaFmvnIdrAaWRys7od9C1q-HcsLTXCxAjB9HYg05c93ks7I2fRyhQCMCU4Xw6w&sig=Cg0ArKJSzB-44sG9Uh0-EAE&urlfix=1&adurl=https://www.rhbgroup.com/merge/index.html

Selangor

Bedrooms

® Buy Ren

00RO

GETIMON L Download an the SUBSCRIBE TO Desktop e . L
P> GooglePiay | @ Appstore i THEEDGE SSKIOP I {EDGE E

Home | AboutUs | JoinUs | ContactUs | Advertise with us | Subscription | Sitemap |
Term of use | PDPA

© All rights reserved. 2019. The Edge Communications Sdn. Bhd.


https://www.facebook.com/theedgemalaysia
https://twitter.com/theedgemalaysia
https://plus.google.com/+Theedgemalaysia
https://www.instagram.com/theedgemalaysia/
https://www.theedgemarkets.com/subscribe-rss
https://www.theedgemarkets.com/content/alerts-mobile
https://play.google.com/store/apps/details?id=com.bizedge.theedgemarkets.malaysia
https://itunes.apple.com/us/app/the-edge-markets/id990567068?ls=1&mt=8
https://subscribe.theedgemalaysia.com/
https://digital.theedgemalaysia.com/theedgemediagroup/?group=tem
https://digital.theedgemalaysia.com/theedgemediagroup/?group=theedgefinancialdaily
https://www.theedgemarkets.com/
https://www.theedgemarkets.com/content/about-us
https://www.theedgemarkets.com/content/join-us
https://www.theedgemarkets.com/mycontactus
https://www.theedgemarkets.com/content/advertise-us
https://subscribe.theedgemalaysia.com/
https://www.theedgemarkets.com/sitemap
https://www.theedgemarkets.com/content/terms-use
https://www.theedgemarkets.com/privacy
https://www.edgeprop.my/
https://www.edgeprop.my/content/1560350/setia-safiro-phase-1a-and-setia-mayuri-phase-1-semidees-sold-out?wref=edgemarkets
https://www.edgeprop.my/content/1560351/penang-reclamation-meeting-compensation-fishermen-soon-%E2%80%94-cm?wref=edgemarkets




