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Results Note

weaker profit margin from

“Earnings miss due to lower
contribution from Straits Apex and
wholesale & distribution segment”

Share price performance
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Stock Data
Sector Healthcare &
Pharmaceuticals
Issued shares (m) 475.9

Mkt cap (RMm)/(US$m)  1,380.1/325.4
Avg daily vol - 6mth (m) 0.1

52-wk range (RM) 2.82-4.18
Est free float 19.3%
Stock Beta 0.76

Net cash/(debt) (RMm) 144.2
ROE (CY21E) 12.4%
Derivatives No
Shariah Compliant Yes

FTSE4Good Constituent  No
FBM EMAS (Top 200) No
ESG Rank

Key Shareholders

Apex Pharmacy Holding  40.0%
Washington H Soul 29.8%

Source: Bloomberg, Affin Hwang, Bursa
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RM2.90 @ 19 August 2021

Apex Healthcare (APEX MK)

HOLD (maintain) Price Target: RM2.80
Up/Downside: -3.4% Previous Target (Rating): RM2.88 (HOLD)

Earnings were a tad below expectations

» 6M21 core net profit fell by 9% yoy to RM24.5m due to lower revenue
(against a high base in 6M20), weaker margin and reduced contribution
from the 40%-owned associate Straits Apex (operation affected by MCO)

» Sequentially, 2Q21 core profit grew by 10% to RM12.8m. However, Apex’s
results still fell short of market and our expectations: 6M21 core profit
accounted for 43-44% of the street and our prior full-year earnings forecasts

» We trim our 2021-23E core EPS forecasts by 2-4% and lower our price target
to RM2.80 (from RM2.88), based on an unchanged 22x 2022E PER. Maintain
HOLD.

6M21 core net profit fell by 8.7% yoy to RM24.5m

Apex’s 6M21 core net profit fell by 8.7% yoy to RM24.5m due to lower revenue, weaker
margin and reduced contribution from its 40%-owned associate Straits Apex. Apex’s
6M21 revenue slipped by 1.6% yoy from the high base in 6M20 when heightened market
demand at the start of the Covid-19 pandemic led to a surge in non-recurring sales of
pandemic-related products. Also, the group reaped a stronger profit margin during 6M20
from the sales of the pandemic-related products. Elsewhere, the lower profits from Straits
Apex was due to lower production volume (affected by stringent SOP during the MCO
period) and higher fixed and operating costs after adding new production capacity in 2H20.

Sequentially, 2Q21 core profit grew by 10% but the earnings are still a miss
Sequentially, Apex’s 2Q21 core net profit grew by 9.6% qoq to RM12.8m on the back of
higher revenue, driven by improved demand from private-sector clinics and hospitals.
However, the results were below market and our expectations — Apex’s 6M21 core net
profit only accounted for 43-44% of the street’s and our prior full-year earnings forecasts.
The earnings miss was due to lower production volume at Straits Apex due to the MCO
and weaker-than-expected margins from the wholesale & distribution segment.

Cutting 2021-23E core EPS by 2-4%, maintain HOLD with a lower PT of RM2.80
We cut our 2021-23E core EPS forecasts by 2-4% after incorporating lower earnings
contributions from Straits Apex due to lower productivity during the MCO period and
weaker profit margin for the wholesale & distribution segments. We maintain our HOLD
rating with a lower price target of RM2.80 (from RM2.88) based on an unchanged 22x
2022E PER. Upside risks: strong quarterly earnings, major contract manufacturing
contract wins; downside risk is earnings disappointment.

Earnings & Valuation Summary

FYE 31 Dec 2019 2020 2021E 2022E 2023E
Revenue (RMm) 688.8 698.7 741.2 812.3 850.4
EBITDA (RMm) 74.1 76.6 80.4 85.9 92.4
Pretax profit (RMm) 66.3 70.2 71.8 79.5 85.8
Net profit (RMm) 52.8 56.0 54.6 60.4 65.2
EPS (sen) 11.2 11.8 11.5 12.8 13.8
PER (x) 25.9 245 25.1 22.7 21.0
Core net profit (RMm) 52.3 55.3 54.6 60.4 65.2
Core EPS (sen) 11.1 1.7 11.5 12.8 13.8
Core EPS growth (%) -13.1 5.7 -1.3 10.7 7.9
Core PER (x) 26.1 248 251 22.7 21.0
Net DPS (sen) 3.7 45 3.8 4.2 4.5
Dividend Yield (%) 1.3 1.6 1.3 1.5 1.6
EV/EBITDA 17.2 15.9 15.2 14.0 12.7
Chg in Core EPS (%) -3.8 2.3 -1.8
Affin/Consensus (x) 1.0 0.9 0.9

Source: Company, Bloomberg, Affin Hwang forecasts
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Fig 1: Results Comparison
FYE Dec (RMm) 2Q20 1Q21 Comments

Revenue 174.7 179.5 182.6 1.7 4.5 368.0 362.0 -1.6 Lower 6M21 revenue due to a
high base in 6M20 when
heightened market demand at
the start of the Covid-19
pandemic led to a surge in non-
recurring sales of pandemic-
related products.

Op costs -156.3 -160.7  -163.2 1.6 4.4 -328.9 -323.9 -1.5

EBITDA 18.4 18.8 19.3 2.8 5.1 39.1 38.1 -2.5

EBITDA margin 10.5 10.5 10.6 0.1 0.1 10.6 10.5 -0.1  6M21 EBITDA margin is

(%) ppt ppt ppt relatively stable at 10.5%.

Depn and amort -4.2 -4.1 -41 0.6 -2.9 -8.5 -8.2 -3.5

EBIT 14.2 14.7 15.2 3.5 7.4 30.6 29.9 -2.2

Int expense -0.3 -0.2 -0.2 -5.8 -22.1 -0.6 -0.4 -26.7

Int and other inc 0.4 0.4 0.4 3.1 9.3 0.9 0.9 -7.9

Associates 1.7 0.3 0.7 97.6 -59.9 2.8 1.0 -63.5 Weaker 6M21 contributions from
Straits Apex due to lower
production output during the
MCO period.

Exceptional 0.4 0.2 0.0 -99.5 -99.7 0.6 0.2 -67.0

items

Pretax Profit 16.3 15.4 16.1 4.4 1.4 34.3 31.6 -8.0

Tax -3.4 -3.6 -3.3 -7.4 -3.3 -7.0 -6.9 -1.9

Tax rate (%) 20.9 23.1 20.5 -2.6 -0.4 20.4 21.7 1.3

ppt ppt ppt

Mi 0.1 0.0 0.0 nm nm 0.1 0.0 nm

Net profit 13.0 11.9 12.8 8.0 -1.6 274 24.7 -9.9

EPS (sen) 2.8 2.5 2.7 8.0 -1.8 5.8 5.2 -10.1

Core net profit 12.7 1.7 12.8 9.6 1.3 26.8 24.5 -8.7 Below market and our
expectations.

Source: Affin Hwang, Company
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Important Disclosures and Disclaimer

This publication is prepared by Affin Hwang Investment Bank Berhad (“Affin Hwang”) and reviewed by Daiwa Securities Group Inc. and/or its non-U.S. affiliates (collectively, “Daiwa”), and
is distributed and/or originated from outside Malaysia by Daiwa Securities Group Inc. and/or its non-U.S. affiliates, except to the extent expressly provided herein. The role of Daiwa Securities
Group Inc. and/or its non-U.S. affiliates in connection with this publication is solely limited to the review and distribution of this publication ; and Daiwa Securities Group Inc. and/or its non-
U.S. affiliates are not involved in the preparation of this publication in any other way. This research is for Daiwa clients only and the publication and the contents hereof are intended for
information purposes only, and may be subject to change without further notice. Other than disclosures relating to Daiwa, this research is based on current public information that Affin
Hwang and Daiwa consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such.

The analysts named in this report may have from time to time discussed with clients, including Daiwa’s salespersons and traders, or may discuss in this report, trading strategies that
reference catalysts or events that may have a near-term impact on the market price of the equity securities discussed in this report, which impact may be directionally counter to the analysts'
published price target expectations for such stocks. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks, which rating reflects
a stock's return potential relative to its coverage group as described herein.

Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for any other purpose without our prior consent or approval is strictly prohibited. Neither Affin
Hwang ,Daiwa Securities Group Inc. nor any of its or their respective parent, holding, subsidiaries or affiliates, nor any of its or their respective directors, officers, servants and employees,
represent nor warrant the accuracy or completeness of the information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility
or liability whatsoever for any use of or reliance upon this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an
offer or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction where such an offer or solicitation would be illegal nor, unless
expressly provided, any recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in this publication constitutes the views of the analyst(s)
named herein and does not necessarily reflect those of Affin Hwang, Daiwa Securities Group Inc. and/or its affiliates nor any of its respective directors, officers, servants and employees
except where the publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect to, or dealing
in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. Clients should consider whether any
advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of investments
referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital
may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments. Certain transactions, including those involving
futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Investors should review current options disclosure documents in relation to such
investments.

All research reports are disseminated and available to our clients simultaneously through electronic publication to our internal client websites. Not all research content is redistributed to our
clients or available to third-party aggregators, nor is Daiwa and Affin Hwang responsible for the redistribution of our research by third party aggregators.

Affin Hwang, Daiwa Securities Group Inc., their subsidiaries and affiliates, or their respective directors, officers and employees, from time to time may have trades as principals, or may have
positions in, or have other interests in the securities of the company under research including market making activities, derivatives in respect of such securities or may have also performed
investment banking and other services for the issuer of such securities. Affin Hwang, Daiwa Securities Group Inc., their respective subsidiaries or affiliates may do and may seek to do
business with the company(s) covered in this research report. Therefore, investors should be aware that a conflict of interest may exist. The following are additional disclosures.

Ownership of Securities of Daiwa Securities Group Inc., its subsidiaries and affiliates
For “Ownership of Securities” information, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Investment Banking Relationship of Daiwa Securities Group Inc., its subsidiaries and affiliates
For “Investment Banking Relationship”, please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.

Disclosure of Interest of Daiwa Securities Group Inc.

Investment Banking Relationship
Within the preceding 12 months, the subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has lead-managed public offerings and/or secondary offerings of the equities or relevant
securities of the following companies: New Horizon Health Limited (6606 HK) and Bairong Inc. (6608 HK).

*Subsidiaries of Daiwa Securities Group Inc. for the purposes of this section shall mean any one or more of: Daiwa Capital Markets Hong Kong Limited (I % A 1745 %45 B /A 7l), Daiwa
Capital Markets Singapore Limited, Daiwa Capital Markets Australia Limited, Daiwa Capital Markets India Private Limited, Daiwa-Cathay Capital Markets Co., Ltd., Daiwa Securities Capital
Markets Korea Co., Ltd.

Within the last 12 months, the subsidiaries and/or affiliates of Daiwa Securities Group Inc. * has received compensation for investment banking services from Bank of China Ltd (3988 HK).
This research may only be distributed in Japan to “qualified institutional investors”, as defined in the Financial Instruments and Exchange Act (Article 2 (3) (i)), as amended from time to time.
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Affin Hwang market making
Affin Hwang may from time to time make a market in securities covered by this research.

Additional information may be available upon request.

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.)

If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the
following items.
« In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in
the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.
In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.
For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the
amount of the transaction will be in excess of the required collateral or margin requirements.
e There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices,
real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.
There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.
Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.
*The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content
of each transaction etc.

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions
regarding the signing of the agreement with us.

Corporate Name: Daiwa Securities Co. Ltd.
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108
Memberships: Japan Securities Dealers Association, The Financial Futures Association of Japan
Japan Investment Advisers Association
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