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Resilient manufacturing margins

BUY
(Upgraded)

Rationale for report: Company Result

Price RM2.72 Investment Highlights
Fair Value RM3.12
52-week High/Low RM3.22/RM2.24 .
® Weupgrade Apex Healthcare (Apex) to BUY from HOLD with
Key Changes a higher fair value (FV) of RM3.12/share (from an earlier
Fair value 1) RM2.95/share), based on FY25F target PE of 22x, at 1
EPS 0 standard deviation above to its 5-year average of 18x. No
ESG-related adjustments based on our neutral 3-star rating.
YE to Dec FY23  FY24F  FY25F  FY26F
. ® \We raise FY24F-26F earnings by 5%-7% due to a 2%-point
Revenue (RMmil) 9362 10016 10747 11,1518 increase in manufacturing margin assumptions as 1HFY24
Core net profit (RMmil) 92.8 89.3 101.3 1121 fit of RM44mil . b .
FD Core EPS (Sen) 12.9 124 141 156 core net profit o mil came in above expectations,
FD Core EPS growth (%) 37) (38 135 106 accounting for 53% of our earlier full-year forecast and 59%
Consensus Net Profit (RMmil) - 745 839 1105 of street’s.
DPS (Sen) 249 5.2 59 6.6
PE (x) 210 219 19.3 17.4 ® Apex declared a higher 2QFY24 dividend of 3 sen (+0.5 sen
EY/EBEE()O//\)(X) 13'2 1?-2 1?-8 1(2)-3 YoY), which translates to a payout ratio of 49% vs our
iv yield (% : . ! : rren mption of 42%.
ROE (%) 539 103 121 124 current assumption of 42%
1 0
Net Gearing (%) nm nm o nm ® OnaYoY basis, Apex’s 1HFY24 core earnings decreased by
13% despite a 6% revenue increase mainly due to the
Stock and Financial Data negligible contribution by Straits Apex Group’s associate as
its effective stake fell to 16% from 40% in 1H2023, further
Shares Outstanding (million) 7186 exacerbated by financing costs and amortisation of
Market Cap (RMmil) 1,954.6 identified intangible assets for Next Ortho Investment
Book Value (RM/Share) 1.28 Holdings amounting to RM2mil.
P/BV (x) 2.1
ROE() 539 ® The manufacturing division accounted for 70% of 1HFY24
Net Gearing (%) ; pretax profit, distribution 27% and corporate 3%.
Major Shareholders Apex Pharmacy Holdings (39.7% . .
J V\;)ashington H_y30u| Pagt]tins(on andO) L4 Sequ_entlally,_Apex’s_ 2QFY24 core earnings rose by 19%
Company Ltd. (29.6%) notwithstanding a mild revenue decline of 3.8% due to a 1%-
point improvement in gross margin to 23.5%, largely driven
Free Float 213 by a resilient manufacturing segment, coupled with a 7%
Avg Daily Value (RMmil) 0.3

reduction in selling & administration expenses.

Price performance Smth bmth __12mth ¢  \we expect 2HFY24 revenue trajectory to remain steady as
Absolute (%) (5.9) 4.0) 129 the group has |ntr0Quceq 9 new prqdu_cts in bran(_jed
Relative (%) (6.6) (8.9) 01 probiotics, gastrointestinal medications, topical
preparations for skin, nose and throat. Over the longer term,
40 1,800 management expects improving economies of scale from
3_5} 1,600 the RM67mil acquisition of Cheng 2 industrial office and
a0 1,400 warehouse last month that could reduce rental charges
25 1,200 while expanding capacity for the group’s existing product
1,000 lines.
2.0 A 00
e 600 ® Hence, pending further clarity from an analyst briefing later
101 400 today, we maintain Apex’s FY24F-FY26F revenue growth of
05 - 200 7.0%-7.3%.
Ofu g-19 Aug-20 Aug-21 Aug-22 Aug-23 °
® The stock currently trades at a decent FY25F PE of 19x,
APEX MK FBMKLCI Index below its 5-year peak of over 25x. Also, Apex offers a fair

dividend yield of 2%.
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EXHIBIT 1: RESULTS SUMMARY

FYE Dec (RM mil)

2QFY23 1QFY24  2QFY24  QoQ (%)  YoY (%)

1HFY23 1HFY24 YoY (%)

Revenue

Gross profit
EBITDA

EBIT

Share of associates
Profit before tax
Tax

Net profit
Exceptional items
Core net profit

FD EPS (sen)

Gross DPS (sen)

Gross margin (%)
EBITDA margin (%)
Pretax margin (%)

Core net profit margin (%)
Effective tax rate (%)

Segmental Revenue (RMmil)
Manufacturing

Wholesale & Distribution
Corporate

Segmental PBT (RMmil)
Manufacturing
Wholesale & Distribution
Corporate

Pretax margin (%)
Manufacturing
Wholesale & Distribution

215.0 248.2 238.7 (3.8) 11.0 460.8
52.2 55.8 56.0 0.5 7.4 107.7
28.3 31.8 335 5.4 18.7 57.9
23.8 26.9 28.2 4.9 18.6 49.0

310.9 (0.5) 1.0 >100 (99.7) 315.5

334.5 26.3 29.1 10.6 (91.3) 364.2
(5.0 (5.1 (5.4) 6.9 7.9 (10.4)

329.5 21.2 23.6 11.5 (92.8) 353.8

(304.4) (1.3) 0.1 (107.2) (100.0) 107.7
25.0 19.9 23.7 19.2 (5.2) 50.2

35 3.0 3.3 121 (5.2 7.0
25 0.0 3.0 n/a 20.0 25
24.3 225 235 23.5ppt -0.8ppt 234
13.1 12.8 141 14.1ppt 0.9ppt 12.6

155.6 10.6 12.2 12.2ppt -143.4ppt 79.0

11.6 8.0 9.9 9.9ppt -1.7ppt 10.9
15 19.3 18.7 18.7ppt 17.2ppt 2.9
65.1 70.8 68.7 (3.0 5.6 132.9

197.7 222.4 216.7 (2.5) 9.7 418.5
39.1 1.6 8.7 446.6 (77.9) 40.5
18.4 20.0 19.8 (1.2 7.3 37.2

7.6 8.2 7.3 (10.9) (3.3) 17.5

309.7 (0.2) 1.9 (1,849.1) (99.4) 311.6

28.3 28.2 28.7 0.5ppt 0.4ppt 28.0
3.8 3.7 3.4 -0.3ppt -0.5ppt 4.2

486.9
111.8
65.4
55.2
0.5
55.4
(10.5)
44.9
111.8
436

6.1
3.0
23.0
13.4
11.4
9.0
19.0

139.6
439.1
10.2

39.7
15.5
1.7

28.5
35

5.7
3.8
13.0
12.5
(99.8)
(84.8)
0.9
(87.3)
3.8
(13.0)

(13.0)
20.0
-0.4ppt
0.9ppt
-67.7ppt
-1.9ppt
16.1ppt

5.0
4.9
(74.7)

6.8
(11.4)
(99.4)

0.5ppt
-0.7ppt

Source: Company

Amlinvestment Bank Bhd
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EXHIBIT 2: ESG MATRIX

nt

Rating

Ration

Achievied CO2 avoidance of 543 tCo2e, ranslates to

Carbon emissions reduction 45% CO2 reduction by 2030 15% * * * fossil fuel avoidance of 80 tons and trees geuivalent
1 0f13,579 rees.
Total mobile combustion emissions of 90.9 {Co2e.
Scope 1 GHG Emissions tCo2e reduction 15% * * * (established 2023 as the baseline year for data
2 collection)
Total mobile combustion emissions of 9,761 tCo2e.
Scope 2 GHG Emissions {Co2e reduction 15% * * * (established 2023 as the baseline year for data
3 collection)
Total mobile combustion emissions of 1,802 tCo2e.
Scope 3 GHG Emissions Co2e reduction 15% * * * (established 2023 as the baseline year for data
4 collection)
109.6ml of water withdrawal broken down by source.
Water usage % reduction in water withdrawal from municipal suppliers 20% * * * (established 2023 as the baseline year for data
5 collection)
(i) Recycled 153.7 Metric tons (Mt) of non-scheduled
N ‘e . o * * N waste.
Waste generation Minimise waste generation 20% i) 97.2 Metics tons (Mf) of scheduled waste
6 disposed by incineration and landfil.
Weighted score for evir | t 100% * * *
Social
Recorded zero work-related fataliies and zero Lost
hei P o . . .
1 Health, safety & well-being Recorded injuries 20% Time Incident Rate (LTIR).
2 Women in workforce % of total workforce 20% * * * 54% in workforce & 33% in senior management
3 Investmentin employee training Hours 20% * * * Total training hours of 45,520
Conftributed total of RM397,995 to charitable causes,
- o . N N with 44 organisations and an estimated of 32,885
CSR programmes Contibuton 20% individuals benefiing from the investmentin
4 communities.
5 Procurement sourcing from local vendors % of total procurement 20% * * * 86% of the total procurement spending.
Weighted score for social 100% * * *
Governance assessment
1 Board age diversity % under 60 years old 15% * * * 25%
2 Board women representation % of total board directors 15% * * 13% representation
3 Directors with tenure below 6 years % below 6 years category 15% * * * 38%
4 Independent board directors % of total board directors 15% * * * 30% - independent non-exec
5 | Remuneraton to directors % of total staff costs 20% * * RM18mil - 20% of 2023 staff costs
6 Corruption investigations Confirmed incidents 20% * * * Z€r0 Cases
Weighted score for governance 100% * * *
Environmental score 40% * * *
Social score 30%. * * *
Governance score 30% * * n
Overall ESG Score 100% * * *

We accord a discount/premium of -6%, -3%, 0%, +3% and +6% on fundamental fair value based on the overall ESG rating as appraised by us, from 1-star to 5-star

Source: Aminvestment Bank

Amlinvestment Bank Bhd
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PE BAND CHART

EXHIBIT 4
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EXHIBIT 5: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY22 FY23 FY24F FY25F FY26F
Revenue 877.7 936.2 1,001.6 1,074.7 1,151.8
EBITDA 108.0 105.5 128.9 142.7 155.9
Depreciation (16.5) (18.1) (17.5) (18.9) (20.5)
Operating income (EBIT) 915 875 1115 123.8 1354
Other income & associates 29.6 336.4 2.7 6.0 8.0
Net interest 0.9 6.3 25 24 2.8
Exceptional items (4.5) (305.2) - - -
Pretax profit 120.4 4233 11341 128.3 141.9
Taxation (19.4) (25.3) (23.7) (26.9) (29.8)
Minorities/pref dividends - - - - -
Net profit 101.0 398.0 89.3 101.3 11241
Core net profit 96.4 92.8 89.3 101.3 1121
Balance Sheet (RMmil, YE 31 Dec) FY22 FY23 FY24F FY25F FY26F
Fixed assets 195.4 205.7 2235 2424 262.3
Intangible assets 4.0 55 3.2 29 2.7
Other long-term assets 81.1 205.6 206.8 212.8 220.7
Total non-current assets 280.5 416.8 433.6 458.1 485.7
Cash & equivalent 174.5 383.0 206.5 219.0 2418
Stock 110.5 127.0 123.3 132.6 141.5
Trade debtors 178.2 194.4 2282 2423 260.2
Other current assets 1.6 1.5 35 55 7.5
Total current assets 464.8 705.8 561.5 599.3 650.9
Trade creditors 160.4 179.9 175.5 185.4 198.6
Short-term borrowings 5.9 3.6 (9.6) (18.2) (19.5)
Other current liabilities 43 7.0 9.0 11.0 13.0
Total current liabilities 170.6 190.6 175.0 178.2 192.1
Long-term borrowings 3.6 - - - -
Other long-term liabilities 12.6 13.7 141 14.4 14.8
Total long-term liabilities 16.2 13.7 141 14.4 14.8
Shareholders’ funds 558.4 918.3 809.4 868.2 933.2
Minority interests - - - - -
BV/share (RM) 0.78 1.28 1.13 1.21 1.30
Cash Flow (RMmil, YE 31 Dec) FY22 FY23 FY24F FY25F FY26F
Pretax profit 1204 4233 1131 128.3 141.9
Depreciation 16.2 17.7 171 18.6 20.2
Net change in working capital (17.6) (15.6) (34.5) (13.5) (13.7)
Others (46.8) (360.7) (26.1) (32.6) (37.5)
Cash flow from operations 721 64.7 69.6 100.8 110.9
Capital expenditure (34.2) (28.2) (34.6) (37.1) (39.8)
Net investments & sale of fixed assets - - - - -
Others 82.2 226.7 - - -
Cash flow from investing 48.0 198.4 (34.6) (37.1) (39.8)
Debt raised/(repaid) (5.9) (5.9) (13.2) (8.6) (1.2)
Equity raised/(repaid) - - - - -
Dividends paid (57.3) (44.3) (198.2) (42.6) (47.1)
Others 0.6 1.2 - - -
Cash flow from financing (62.5) (48.9) (211.5) (51.2) (48.3)
Net cash flow 57.5 2143 (176.5) 12.5 22.8
Net cash/(debt) b/f 103.9 164.5 380.3 203.8 216.3
Net cash/(debt) c/f 164.5 380.3 203.8 216.3 2391
Key Ratios (YE 31 Dec) FY22 FY23 FY24F FY25F FY26F
Revenue growth (%) 13.9 6.7 7.0 7.3 7.2
EBITDA growth (%) 26.3 (2.3) 222 10.7 9.2
Pretax margin (%) 13.7 452 11.3 11.9 12.3
Net profit margin (%) 11.5 425 8.9 94 9.7
Interest cover (x) nm nm nm nm nm
Effective tax rate (%) 16.1 6.0 21.0 21.0 21.0
Dividend payout (%) 40.2 44.9 42.0 42.0 42.0
Debtors turnover (days) 70 73 77 80 80
Stock turnover (days) 43 46 46 43 43
Creditors tumnover (days) 63 66 65 61 61

SOURCE: COMPANY, AMINVESTMENT BANK BHD ESTIMATES

Amlinvestment Bank Bhd 5
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Amlnvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that Aminvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, Aminvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constituteAmInvestment’s views as of this date and are subject to change without notice. Notwithstanding that, AmInvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of Aminvestment’s affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Aminvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

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.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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