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Karex (KAREX MK) Not Rated

. . e . . Fair Value (Return): MYR1.02 (20.4%)
Unleashing Unlimited Potential Beyond Protection Price (Market Cap}: MYRO.85 (USD203m)
ESG score: 3.0 (out of 4)

Avg Daily Turnover (MYR/USD) 0.63m/0.15m

¢ MYR1.02 FV, based on 22x CY25F P/E. Karex is poised to record a stronger Analyst
FY25 underpinned by contribution from new synthetic products, solidified
market position post consolidation, and swift R&D capability to meet ever- Oong Chun Sung 7<)
changing consumer preferences. The recent Europe Conformite Europeenne +603 23028126
(CE) and US Food & Drug Administration (FDA) approvals are testament to chun.sung@rhbgroup.com
Karex’s brand equity in the global condom manufacturing industry. Its
valuation remains compelling, currently trading at 18x CY25F P/E, below its
pre-COVID-19 mean of 30x.
¢ New growth engines. Karex secured CE and FDA certifications for its new
synthetic condoms in July and August. The certifications are set to pave the
way for product launches in Europe and the US in FY25. While the synthetic Share Performance (%)

material remains unknown, we understand it was much cheaper than other YTD 1m 3m 6m 12m
synthetic products currently available in the market, and it tends to fetch a Absolute 15.8 1.8 1.2 43 470
higher margin. The rising adoption of synthetic products - given latex Relative 48 45 1.8 23 1350

products are often associated with allergies, poor heat conductivity, shorter

shelf life, and risk of deteriorating when in contact with oil-based lubricants 52-wk Price low/high (MYR) 0.57-089
- is set to continue to drive demand for synthetic alternatives to latex. Karex (KAREX MK)

e Sustained outlook. The global condom market size was estimated at Price Close
c.USD11.6bnin2023 and s set to grow to USD20.7bn by 2030 (CAGR: 8.7%). 09 154
Key drivers include the rise of awareness on condom use to reduce the Z: ; A ZZ
spread of the HIV virus and other sexually transmitted infections (STls). The 050 n_,'u-'\"':,.‘ A Ploh s
rising usage of condoms by young couples, sex workers, the LGBTQ s ot P e W g T
community, and ever-changing consumer demand are set to propel demand. o0 ..,-":v" :,\w,-’ LY, 121
The distribution of condoms via government and non-governmental 065 If"""‘ 114
organisations may help sustain condom makers’ sales - primarily in o0 107

developing nations, where awareness on protected sex remains low. b

e Industry landscape turning favourable. The COVID-19 pandemicresultedin
many smaller players (primarily from China) exiting the market due to
prolonged lockdown measures leading to a decline in social activities. Source: Bloomberg
Furthermore, efforts to re-enter the US market or the threat of new entrants
are impeded by stringent FDA approval processes (which could take more
than 1-2 years, as condoms are classified as medical devices) and the lack of
operating leverage vs larger players.

e Earnings forecasts and valuation. We project a 3-year earnings CAGR of
36% from FY24-27F premised on rising global condom demand, contribution
of new income stream from launch of synthetic products, solidified market
position post consolidation, and swift R&D capability to meet ever-changing
consumer preferences. We adopt a P/E-based valuation with 22x CY25F P/E
to derive our FV. The valuation represents a 10% premium vs regional peers
on the basis of its superior earnings growth prospects.
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Forecasts and Valuation Jun-23 Jun-24 Jun-25F Jun-26F Jun-27F

Total turnover (MYRm) 532 508 560 612 638

Recurring net profit (MYRm) 16 27 37 60 68

Recurring net profit growth (%) - 69.1 36.8 61.3 134

Recurring P/E (x) 52.55 32.65 23.87 14.80 13.05

P/B (x) 1.8 1.8 1.7 1.6 1.6

P/CF (x) 121.56 12.43 7.55 9.81 8.83

Dividend Yield (%) 0.6 18 1.0 17 19

EV/EBITDA (x) 19.32 15.39 11.53 7.92 6.69 Note:

Return on average equity (%) 22 4.9 7.4 113 125 Small cap stocks are defined as companies with a market
Net debt to equity (%) 21.8 20.5 2.3 net cash netcash  capitalisation of less than USDO.5bn.

Source: Company data, RHB
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Valuation basis

We use PE based valuation method.

Key drivers

i. Increasing condom usage among developing
nations;

ii. Improving technology efficiency that produces
more condom per hour, which reduces per unit
production cost.

Key risks

i. Therise of alternative contraceptive methods;
ii. Risesinraw material prices.

Company Profile

Karex is the world's largest condom manufacturer with
an annual capacity of 5.5bn condoms.

Source: Company data, RHB

Financial summary (MYR) Jun-23 Jun-24 Jun-25F Jun-26F Jun-27F
Recurring EPS 0.02 0.03 0.04 0.06 0.06
DPS 0.01 0.02 0.01 0.01 0.02
BVPS 0.48 0.46 049 0.52 0.52
Return on average equity (%) 2.2 4.9 7.4 11.3 12.5
Valuation metrics Jun-23 Jun-24 Jun-25F Jun-26F Jun-27F
Recurring P/E (x) 5255 32.65 23.87 14.80 13.05
P/B (x) 1.8 1.8 1.7 1.6 1.6
FCF Yield (%) (1.4) 54 10.7 74 84
Dividend Yield (%) 0.6 1.8 1.0 17 1.9
EV/EBITDA (x) 19.32 15.39 11.53 7.92 6.69
EV/EBIT (x) 4241 25.04 16.05 10.11 8.46
Income statement (MYRm) Jun-23 Jun-24 Jun-25F Jun-26F Jun-27F
Total turnover 532 508 560 612 638
Gross profit 136 171 192 223 233
EBITDA 49 64 78 106 115
Depreciation and amortisation (27) (25) (22) (23) (24)
Operating profit 22 39 56 83 91
Net interest 7 (8) (7) (4 (2)
Pre-tax profit 15 31 49 79 90
Taxation (5 (8) (12) (19) (22)
Reported net profit 10 23 37 60 68
Recurring net profit 16 27 37 60 68
Cash flow (MYRm) Jun-23 Jun-24 Jun-25F Jun-26F Jun-27F
Change in working capital (46.9) 4.3 51.5 3.7 6.6
Cash flow from operations 7.0 71.6 117.9 90.7 100.8
Capex (18.7) (23.9) (22.5) (24.5) (25.6)
Cash flow from investing activities (18.4) (23.4) (21.5) (21.7) (22.6)
Dividends paid 0.0 (15.8) 0.0 0.0 0.0
Cash flow from financing activities 17.6 (37.7) (21.9) (19.1) (17.2)
Cash at beginning of period 219 318 39.0 112.2 162.0
Net change in cash 6.2 10.5 74.5 49.9 61.0
Ending balance cash 28.6 42.3 1135 162.0 2230
Balance sheet (MYRm) Jun-23 Jun-24 Jun-25F Jun-26F Jun-27F
Total cash and equivalents 32 39 112 162 223
Tangible fixed assets 271 259 275 278 279
Total assets 722 706 780 839 900
Short-term debt 82 80 72 65 58
Total long-term debt 53 58 52 47 42
Total liabilities 245 223 260 296 349
Total equity 477 483 520 543 551
Total liabilities & equity 722 706 780 839 900
Key metrics Jun-23 Jun-24 Jun-25F Jun-26F Jun-27F
Revenue growth (%) 262 (4.6) 10.2 9.3 4.3
Recurrent EPS growth (%) 0.0 60.9 36.8 61.3 13.4
Gross margin (%) 25.5 33.7 34.2 36.4 36.5
Operating EBITDA margin (%) 9.3 12.7 14.0 17.3 18.0
Net profit margin (%) 20 4.6 6.7 9.8 10.7
Dividend payout ratio (%) 47.8 67.4 25.0 25.0 25.0
Capex/sales (%) 35 4.7 4.0 4.0 4.0
Interest cover (x) 3.02 447 6.91 12.38 15.03

See important disclosures at the end of this report
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Investment Thesis

Unlocking new growth engine via synthetic products. To recap, Karex has secured CE
certification for its new synthetic condoms in Jul 2024, paving the way for product
commercialisation in Europe. Concurrently, it has also secured approval from the FDA late
Aug 2024 which firms up its new revenue stream in the world’s largest condom market. We
gather that the current synthetic condoms available in the market are made using two key
materials - polyurethane (PU) (adopted by Sagami Rubber Industries, Okamoto Industries
and Durex) and polyisoprene (PI) (utilised by Durex, Ansell, and LifeStyles’ SKYN). As both PI
and PU are patented by other competitors, the synthetic product developed by Karex will
comprise new materials yet to be adopted by other condom makers. Due to a non-disclosure
agreement entered into with clients, management was tight-lipped on indicating the name of
the raw material, although we understand its cost is a lot cheaper than that of PU and PI, and
tends to fetch a higher margin when compared to non-synthetic products. The new synthetic
product will be sold via the OEM sales channel for brand owner D. Product shipments are
underway, with the first batch of shipment expected to arrive Europe by early November.

Growing consumer preference towards non-latex products. According to Grandview
Research, the latex condom segment held the largest market share of 88.4% in 2023. This can
be attributed to its effectiveness, durability, and flexibility (ie highly stretchable). However,
latex condoms are often associate with several disadvantages such as latex allergies, poor
heat conductivity (leading to unpleasant consumer experience), shorter shelf life (due to
oxidation), and risk of deteriorating when in contact with oil-based lubricants. Having said,
non-latex condoms can be seen as a perfect fit to address the abovementioned pain points
complimented by its various attributes such as greater heat transferability, lack of odour, and
its nonallergenic nature over latex products.

Sustained industry growth outlook. The global condom market size, estimated at
c.USD11.6bn in 2023, is set to grow to USD20.7bn by 2030 (CAGR: 8.7%), according to
Grandview Research. Key drivers are mainly underpinned by the rising awareness on condom
use to reduce the spread of the HIV virus and other STls. On top of that, the rising usage of
condoms by young couples, sex workers, and the LGBTQ community, and ever-changing
consumer demand (i.e. shape, texture, colour, taste) towards the use of condoms are expected
to propel demand for condoms. The distribution of condoms via government and non-
governmental organisations may help sustain condom makers’ sales - primarily in developing
nations, where awareness about protected sex remains low.

Figure 1: Global condom market size
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Source: Grand View Research
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Increasing efforts to contain the spread of STls. According to the World Health Organisation
(WHO), over 1m STIs are contracted daily worldwide - the majority of which are
asymptomatic. In 2023 alone, there was approximately 374m new cases of syphilis,
gonorrhoea, chlamydia, and trichomoniasis reported. In the same year, WHO reported that
39m people were living with HIV globally, with two-thirds of them residing in the African
countries. As WHO continues to step up efforts to eradicate STls (referring to its latest policy
fact sheet dated Jul 2023), we expect such spillover effects to benefit Karex’s tender sales
segment (19% of FY24 revenue) moving forward. This is because condom usage remains
essential in the global effort to curb and prevent HIV infections, as well as pare down and/or
prevent other STIs and unintended pregnancies.

Figure 2: STI by countries

Incident cases of four curable STIs among adults (1549 years old), by WHO region, 2020
Syphilis (Treponema pallidum), gonorrhoea (Neisseria gonorrhoeae), chlamydia (Chlamydia trachomatis)
and trichomoniasis ( Trichomonas vaginalis)

GLOBAL REGION OF THE AMERICAS EUROPEAN REGION WESTERN PACIFIC REGION
374 million 74 million 23 million 86 million
[286 million-481 million] [53 million—104 million] [16 million-31 million] [61 million-117 million]

WHO REGIONS
B African Region
B Region of the Americas
B South-East Asia Region

EASTERN

B European Region MEDITERRANEAN SOUTH-EAST ASIA
I Eastern Mediterranean Region AFRICAN REGION REGION REGION
B Western Pacific Region 96 million 36 million 60 million
Not applicable [66 million—134 million] | [22 million-56 million] | [32 million-107 million]
Source: WHO

Industry landscape turning favourable. The COVID-19 pandemic resulted in many smaller
players (primarily from China) exiting the global market due to prolonged lockdown
measures, which led to a decline in social activities. More so, efforts to re-enter the US market
or the threat of new entrants are impeded by stringent FDA approval processes (which could
probably take more than 1-2 years, as condoms are classified as medical devices) and the lack
of operating leverage vs larger players. These factors, combined with the resumption of social
activities post COVID-19, rising awareness towards STls, and growing consumer demand for
premium products offer an exciting opportunity for Karex to unlock its growth potential in
2025.

See important disclosures at the end of this report R"B’
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Financial Overview And Valuation

Financial overview. Karex is principally involved in the manufacturing of condoms, personal
lubricants and catheters (for medical use). Founded in 1988, the company has grown to
become the largest condom manufacturer in the world, producing a significant portion of the
global condom supply. It produces a variety of condom brands, including its own and private
labels for major international clients. Group business operations can be divided into three key
segments namely: Commercial (62% of FY24 revenue), original brand manufacturing (OBM)
(19%) and tender (19%).

Figure 3: Business segments

Reporting segments Business operation % of topline contribution
Commercial Core sales channel for both condoms and lubricants with multiple brand 62%
owners around the world
OBM OBM segment comprises Karex’s in-house brands such as Passante and 19%
Trustex
Tender Supply of condoms to Government officials and NGOs (non-government 19%
organisations)
Source: Company data
FY24 results highlight. Karex ended its FY24 with a core net profit of MYR27m, representing
69% YoY growth on the back of 5% YoY decline in revenue. The robust performance was
mainly driven by solid demand from lubricants sales, the continue recovery of social activities
partially offset against by lower sales to the tender market. The drop in tender sales was part
of Karex’s strategic plan to reduce its reliance towards the lower profitability segment (mostly
funded by state governments, NGOs and humanitarian bodies) while shifting its focus in
driving high margin products such as personal lubricant (currently 15% of the group’s total
sales) and synthetic products. Notwithstanding the decrease in condom sales from the tender
market, GPM of 33.7% (+8.2ppt YoY) surpassed its pre-pandemic average GPM of 24-30%.
This was mainly driven by favourable product mix (tender sales segment revenue contribution
dropped to 19% from 24% in FY23) complimented by the increased revenue contribution
from high margin products ie personal lubricants, ultra-thin and super-studded condoms as
well as stabilised input costs.
Figure 4: FY24 Results snapshot
FYE Jun (MYRm) 4QFY23 3QFY24 4QFY24 QoQ (%) YoY (%) FY23 FY24 YoY (%)
Revenue 134.9 127.0 123.9 (2.5) (8.1) 532.1 507.8 (4.6)
EBITDA 13.9 16.8 13.3 (20.7) (4.2) 47.0 64.5 373
EBITDA Margin (%) 10.3 13.2 10.7 (2.5) 04 8.8 12.7
Depreciation 5.9 6.1 6.2 14 5.0 24.6 25.0 1.9
EBIT 8.0 10.7 7.1 (33.4) (11.1) 224 39.5 76.1
EBIT Margin (%) 5.9 8.4 57 (2.7) (0.2) 4.2 7.8
Interest expense (2.5) (2.4) (2.0) (16.9) (20.3) (7.4) (8.8) 18.9
Others 2.9 3.1 4.0 27.9 38.6 9.8 135 36.9
PBT 55 8.4 53 (36.7) (4.5) 15.1 31.0 104.8
Pretax Margin (%) 4.1 6.6 4.3 (2.3) 0.2 2.8 6.1
Tax (1.6) (2.3) (0.5) (80.7) (71.9) (4.7) (7.6) 624
Effective tax rate (%) (28.9) (27.9) (8.5) (30.7) (24.4)
Minority Interest 0.0 0.0 0.0 n/a n/a 0.0 0.0 n/a
Net Profit 3.9 6.0 4.8 (19.6) 228 10.5 234 123.7
Net Margin (%) 2.9 4.7 3.9 (0.8) 1.0 2.0 4.6
Core profit 0.3 8.8 6.3 (27.9) 1,790.1 16.1 27.3 69.1
Core Profit Margin (%) 0.2 6.9 5.1 (1.8) 4.8 3.0 54

Source: Company data, RHB
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Earnings projection. Moving forward, we are projecting a 3-year earnings CAGR of 36% from
FY24-27F premises on rising global condom demand, contribution of new income stream
from the launch of synthetic products, solidified market position post consolidation, as well as
the company’s swift R&D capability to cater its products to the ever-changing consumer
preferences. The recent Europe CE and FDA approval is testament to Karex’s brand equity in
the condom manufacturing industry at the global centre stage. That said, the CE and FDA
approvals could possibly fast track product approval in other developed markets beyond
2025, yielding better earnings visibility for years to come.

Figure 5: Revenue trend

Figure 6: Core profit trend
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Source: Company data Source: Company data

Dividend policy. The company has a dividend policy of paying out at least 25% of its net profit.

In FY24, Karex rewarded its shareholders with a 57% dividend payout. The group has been

consistently paying out dividend over the years with the exception of FY21-22 as the group

conserved its cash hoard during the COVID-19 pandemic. We estimate a payout ratio of 25%

for FY25F which should translate to a dividend yield of 1%. Should the group be able to

replicate its FY24 payout, the implicative dividend yield should increase to 2.4%.

Valuation. We value the stock at 22x CY25F P/E. The valuation represents a 10% premium

against regional peers (Figure 7) on the basis of its superior earnings growth prospects and its

leading market position as the world’s largest condom manufacturer. We like Karex as the

group is poised to benefit from: i) Improving earnings outlook underpinned by the launch of

new products; ii) sustained industry growth outlook (annual CAGR growth of 9%); iii) rising

awareness towards the spread of STls; iv) favourable industry landscape post pandemic.

Figure 7: Peer comparison

Price .

Div. ROE EV/ o
Country FYE MktCap  24-Oct- P/E (x) Yid (%) (%)  EBITDA NP Growth (%)
Company (USDm) 24
(Ley) Actual 1-Yr 2-Yr 1-Yr 1-Yr 1-Yr 1-Yr 2-Yr
Y Fwd Fwd Fwd Fwd Fwd Fwd Fwd
Karex MA 06/2025 2020 0.84 323 23.6 14.6 11 74 114 36.8 61.3
Cupid IN 03/2025 2394 74.97 497 0.0 0.0 n.a. 0.0 n.a. 0.0 0.0
m dal::t‘;f/p"” Rubber TH  12/2024 836 940 144 00 00 ha. 00 na. 00 00
TTK Healthcare IN 03/2025 261.9 1557.10 34.5 0.0 0.0 n.a. 0.0 n.a. 0.0 0.0
Reckitt Benckiser Group GB 12/2024 43,5055 4861.00 213 15.0 14.3 4.1 23.0 10.9 420 4.6
Okamoto Industries JN 03/2025 616.0 5220.00 12.0 0.0 0.0 n.a. 0.0 n.a. 0.0 0.0
Church & Dwight us 12/2024 251229  102.62 332 29.7 274 1.1 23.1 19.1 12.0 8.1
Mkt. Cap Weighted Ave. 36,046.0 25.6 20.0 1858 3.0 226 13.7 305 5.8
(ex-Karex)

Simple Avg. (ex-Karex) 10,004.9 27.5 7.4 7.0 2.6 7.7 150 9.0 21

Source: Bloomberg, RHB
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Company Overview

Karex is the world’s largest condom manufacturer with an estimated global market share of
20%. Its product offerings feature a broad range of condoms (in a variety of shapes, flavours,
thicknesses and colours), as well as catheters and personal lubricants. Founded in 1988 in
Johor, Malaysia, Karex has undertaken the organic (via capacity expansion) and inorganic (via
M&As) growth avenue to expand its global footprint in the condom manufacturing industry.
Its manufacturing facilities are in located Malaysia (Port Klang, Pontian and Senai) and
Thailand (Hat Yai) with a total combined annual capacity of 5.5bn pieces. Its existing clientele
consists of governments, NGOs, brand owners and retailers in over 140 countries around the
world. The group owns more than 20 brands that are available in fewer than 10 markets
including Africa, the US, the UK, Malaysia and Thailand under its OBM segment.

In terms of business operating segment, 91% of its topline was contributed by the sexual
wellness division (ie condoms, personal lubricants). Meanwhile, the medical division and
others contribute the remaining 9% of its topline with key product offerings consist of the
sales of catheters and probe covers. In terms of sales channel, bulk of its sales is derived from
the OEM segment (62% of FY24 revenue) follow by OBM, and tender (19% and 19% of FY24
topline).

Figure 8: Revenue breakdown by segment (FY24) Figure 9: Revenue breakdown by sales channel (FY24)

2.7%

6.2%
= Sexual
Wellness = Commercial
Medical
OBM
= Others = Tender
Source: Company data, RHB Source: Company data, RHB

As mentioned above, its sales channel can be divided into:

i. OEM (62% of FY24 revenue). The bread and butter of the group since its inception.
Karex’s success story has been largely underpinned by its capability to deliver
uninterrupted supply to meet various brand owner’s orders thanks to its scalability and
economics of scale. Being the world’s largest condom manufacturer, the group is
equipped with 5.5bn pieces annual capacity located in Malaysia (Pontian, Port Klang,
Senai) and Thailand (Hat Yai). It currently serves over 200 brand owners which includes
the likes of Durex and Lifestyle;

ii. OBM(19% of FY24 revenue). Karex officially entered into the OBM business since early
2016 aiming to transition from a pure play OEM player by building up its own brand
equity. Karex owns a number of branded products such as Carex', 'INNO', ONE®, "ESP",
TheyFit®, and Pasante under its OBM segment. The vertical integration approach has
been gaining strong traction over the years as revenue contribution from OBM rose to
19% in FY24 from its humble beginning of just 8% in FY12 when Karex first started
exploring the new business model. The OBM business venture enables Karex to grow its
brand equity as the business expands while opening an avenue to capture the full
economic value at the top of the value chain;

iii. Tender (19% of FY24 revenue). Karex entered the tender market in 1994. The group of
buyers from the tender market mainly comprises of institutional buyers, governments,
multilateral organisations, bilateral organisations and NGOs. That said, condoms
procured under the tender sales channel mainly cater to eradicate the spread of STls.
Hence, the products are plain-vanilla featured with less emphasis on sophistication and
customisation, in other words the ASPs are lower in general. Clients under the tender
segment include United Nation Population Fund (UNFPA), United States Agency for
International Development (USAID), Population Service International (PSl), Bill and
Melinda Gates foundation, and etc.

See important disclosures at the end of this report R"B‘
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Figure 10: Karex’s OBM products

Figure 11: Karex’s innovative products - infused with flavors

Source: Company data, RHB Source: Company data, RHB

Figure 12: Karex’s personal lubricants

Figure 13: Karex's catheter and probe cover

) CATHETER SYSTEM

¢ One Way Catheter
Red urethal intermittent
catheter with stiff shaft to
ease insertion.

# Three Way Catheter
3 way siliconised or silicone
elastomer coated catheter for
imigation drainage.

Type : KXO1
Length : 55mm
Diameter : 14mm

Type : KX02
Length : 200mm
Diameter : 20mm

Type : KX03
Length : 200mm
Diameter : 26mm

Source: Company data, RHB Source: Company data, RHB

Personal lubricant business - a new game changer. While condoms will remain as Karex’s
core business, the group also produces personal lubricants via the OEM and OBM sales
channels. The key drivers for personal lubricant are mainly the improving consumer
awareness on proper usage of lubricants during sexual intercourse. That said, the FDA
classified personal lubricants as Class Il medical devices, which means the manufacturer is
required to adhere to stringent standards such as Good Manufacturing Practices (GMP), and
file for 510(k) premarket submission to FDA until it receives Substantial Equivalence (SE)
before the products can be marketed in the US. That said, such stringent purview arises as a
lot of personal lubricants available in the market are incompliance with the standards (ie
competitor products may not take into the appropriate PH value of the lubricants, as well as
polyfluoroalkyl substances (PFAS) contamination). Having said, we think Karex’s personal
lubricant segment is expected to benefit from the growing consumer awareness towards
safer brand products given Karex’s industry know-how and its existing lubricant sales via the
OEM and OBM channels.

« Two Way Catheter
Short term indwelling catheter
with siliconised finishing to
enchance patient comfort.

) T

) @) ¢ Long Term Catheter
Catheter shaft and drainage
lumen are coated with silicone
elastomer.

Type : KX07
Length : 195mm

Type : KX04
Length : 300mm
Diameter : 26mm

> Diameter : 35mm

Type : KX0S
Length : 210mm
Diameter : 28mm

Type : KX08
Length : 285mm
Diameter : 20mm

Type : KX06
Length : 295mm
Diameter : 30mm

Type : KX09
Length : 290mm
, Diameter : 18mm
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Medical product offerings. Karex also produces probe covers and catheters under its medical
division (mainly catering to the OEM sales channel). For instance, probe covers are widely use
during the intracavity examination of ultrasound scan. Meanwhile, catheters are specially
designed for transurethral drainage of the urinary bladder, commonly used on patients who
are anesthetised or sedated for surgery or other medical care. In FY24, sales of the medical
division accounted for 6% of group revenue. Moving forward, we expect revenue contribution
from this segment to remain stable at this level due to the intense price competition from
Indian and Chinese manufacturers.

Accessing the impact of the weaker USD. The USD has depreciated by 6% against the MYR
YTD. The weakening USD is expected to adversely affect Karex’s profitability as most of the
sales proceeds (c.90-95%) are denominated in USD. Cost exposure to USD is estimated to be
less than 30%, meanwhile group borrowings are denominated in USD, which may have
cushioned the impact of the weakening USD. For every 10% fluctuation in USD, we estimate
16% earnings impact to Karex’s bottomline. Nonetheless, we believe such impact could be
mitigated by the its ability to raise ASP (likewise for any impact of cost inflation) to translate
the effect of the weakening USD to customers. Our USD/MYR assumptions for FY25-26 are
4.20 and 4.20.

Key Risks:

i. Lower-than-expected customer acceptance of the new products;
ii. Foreign exchange risk;
iii. Loss of key customers;

iv. Higher-than-expected operating costs.

See important disclosures at the end of this report RHB‘
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Emissions And ESG

Trend analysis Emissions (tCO2e) Jun-22 Jun-23 Jun-24
Emission are on the rising trend due to spike in patient  gegpet 70 na na
registration in 2022 post pandemic.
Scope 2 105,395 na na
Scope 3 1,102 na na
Total emissions 106,566 na na

Source: Company data, RHB

Latest ESG-Related Developments

e The Group is in the midst to fulfill Green Building Index (GBI) certification which includes the
installation of solar panels on rooftops and carparks at 3 selected hospitals.

ESG Rating History

40
35
3.0
25

20

Source: RHB

See important disclosures at the end of this report
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months

Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-
term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied) is
given as to the accuracy or completeness of such information and accordingly investors
should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to
the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the laws
and regulations of the jurisdiction in which it is located or other applicable laws and (ii)
acknowledges and agrees to be bound by the limitations contained herein. Any failure to
comply with these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the time
of issue of this report. However, such sources have not been independently verified by
RHB and/or its affiliates and this report does not purport to contain all information that
a prospective investor may require. The opinions expressed herein are RHB’s present
opinions only and are subject to change without prior notice. RHB is not under any
obligation to update or keep current the information and opinions expressed herein or
to provide the recipient with access to any additional information. Consequently, RHB
does not guarantee, represent or warrant, expressly or impliedly, as to the adequacy,
accuracy, reliability, fairness or completeness of the information and opinion contained
in this report. Neither RHB (including its officers, directors, associates, connected
parties, and/or employees) nor does any of its agents accept any liability for any direct,
indirect or consequential losses, loss of profits and/or damages that may arise from the
use or reliance of this research report and/or further communications given in relation
to this report. Any such responsibility or liability is hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to
be reasonable and must not be construed as a representation that the matters referred
to therein will occur. Different assumptions by RHB or any other source may vyield
substantially different results and recommendations contained on one type of research
product may differ from recommendations contained in other types of research. The
performance of currencies may affect the value of, or income from, the securities or any
other financial instruments referenced in this report. Holders of depositary receipts
backed by the securities discussed in this report assume currency risk. Past performance
is not a guide to future performance. Income from investments may fluctuate. The price
or value of the investments to which this report relates, either directly or indirectly, may
fall or rise against the interest of investors.

This report may contain comments, estimates, projections, forecasts and expressions of
opinion relating to macroeconomic research published by RHB economists of which
should not be considered as investment ratings/advice and/or a recommendation by
such economists on any securities discussed in this report.

This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient of
this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
recommended in this report may be unsuitable for an investor depending on the investor’s
specific investment objectives and financial position. The material in this report is general
information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of
action and any associated risks are suitable for the recipient. Any recommendations
contained in this report must therefore not be relied upon as investment advice based on
the recipient's personal circumstances. Investors should make their own independent
evaluation of the information contained herein, consider their own investment objective,
financial situation and particular needs and seek their own financial, business, legal, tax and
other advice regarding the appropriateness of investing in any securities or the investment
strategies discussed or recommended in this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and
statements that an event or result “may”, “will” or “might” occur or be achieved and other
similar expressions. Such forward-looking statements are based on assumptions made
andinformation currently available to RHB and are subject to known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or
achievement to be materially different from any future results, performance or
achievement, expressed or implied by such forward-looking statements. Caution should
be taken with respect to such statements and recipients of this report should not place
undue reliance on any such forward-looking statements. RHB expressly disclaims any
obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or circumstances after the date of this publication or to
reflect the occurrence of unanticipated events.

The use of any website to access this report electronically is done at the recipient’s own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the content
contained therein. Such addresses or hyperlinks (including addresses or hyperlinks to RHB
own website material) are provided solely for the recipient’s convenience. The information
and the content of the linked site do not in any way form part of this report. Accessing such
website or following such link through the report or RHB website shall be at the recipient’s
own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third party
content providers give no express or implied warranties, including, but not limited to, any
warranties of merchantability or fitness for a particular purpose or use. Third party content
providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory,
punitive, special or consequential damages, costs, expenses, legal fees, or losses (including
lost income or profits and opportunity costs) in connection with any use of their content.

The research analysts responsible for the production of this report hereby certifies that
the views expressed herein accurately and exclusively reflect his or her personal views
and opinions about any and all of the issuers or securities analysed in this report and
were prepared independently and autonomously. The research analysts that authored
this report are precluded by RHB in all circumstances from trading in the securities or
other financial instruments referenced in the report, or from having an interest in the
company(ies) that they cover.

The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and upon
the express understanding that such parties will use it only for the purposes set forth
above. By electing to view or accepting a copy of this report, the recipients have agreed
that they will not print, copy, videotape, record, hyperlink, download, or otherwise
attempt to reproduce or re-transmit (in any form including hard copy or electronic
distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states
or countries or certain categories of investors. The recipient of this report should have
regard to the laws of the recipient’s place of domicile when contemplating transactions
in the securities or other financial instruments referred to herein. The securities
discussed in this report may not have been registered in such jurisdiction. Without
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings
or qualifications may apply based on geographical location of the person or entity
receiving this report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
companies.

RESTRICTIONS ON DISTRIBUTION
Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and is
subject to change. If the Financial Services and Markets Act of the United Kingdom or
the rules of the Financial Conduct Authority apply to a recipient, our obligations owed
to such recipient therein are unaffected. RHBIB has no obligation to update its opinion
or the information in this report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, alicensed securities company that is authorised by the Ministry of Finance,
regulated by the Securities and Exchange Commission of Thailand and is a member of the
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Stock Exchange of Thailand. The Thai Institute of Directors Association has disclosed the
Corporate Governance Report of Thai Listed Companies made pursuant to the policy of the
Securities and Exchange Commission of Thailand. RHB Securities (Thailand) PCL does not
endorse, confirm nor certify the result of the Corporate Governance Report of Thai Listed
Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This
research does not constitute an offering document and it should not be construed as an
offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, in
Indonesia or to any Indonesian citizen or corporation (wherever located) or to any
Indonesian resident in a manner which constitutes a public offering under Indonesian
laws and regulations must comply with the prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Bank Berhad (through its
Singapore branch) which is an exempt capital markets services entity and an exempt
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad
(through its Singapore branch) may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under
Regulation 32C of the Financial Advisers Regulations. Where the report is distributed in
Singapore to a person who is not an Accredited Investor, Expert Investor or an
Institutional Investor, RHB Bank Berhad (through its Singapore branch) accepts legal
responsibility for the contents of the report to such persons only to the extent required
by law. Singapore recipients should contact RHB Bank Berhad (through its Singapore
branch) in respect of any matter arising from or in connection with the report.

United States

This report was prepared by RHB is meant for distribution solely and directly to “major”
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange
Act”) via a registered U.S. broker-dealer as appointed by RHB from time to time.
Accordingly, any access to this report via Bursa Marketplace or any other Electronic
Services Provider is not intended for any party other than “major” US institutional
investors (viaaregistered U.S broker-dealer), nor shall be deemed as solicitation by RHB
in any manner. RHB is not registered as a broker-dealer in the United States and
currently has not appointed a U.S. broker-dealer. Additionally, RHB does not offer
brokerage services to U.S. persons. Any order for the purchase or sale of all securities
discussed herein must be placed with and through a registered U.S. broker-dealer as
appointed by RHB from time to time as required by the Exchange Act Rule 15a-6. For
avoidance of doubt, RHB reiterates that it has not appointed any U.S. broker-dealer
during the issuance of this report. This report is confidential and not intended for
distribution to, or use by, persons other than the recipient and its employees, agents and
advisors, as applicable. Additionally, where research is distributed via Electronic Service
Provider, the analysts whose names appear in this report are not registered or qualified
as research analysts in the United States and are not associated persons of any
registered U.S. broker-dealer as appointed by RHB from time to time and therefore may
not be subject to any applicable restrictions under Financial Industry Regulatory
Authority (“FINRA”) rules on communications with a subject company, public
appearances and personal trading. Investing in any non-U.S. securities or related
financial instruments discussed in this research report may present certain risks. The
securities of non-U.S. issuers may not be registered with, or be subject to the regulations
of, the U.S. Securities and Exchange Commission. Information on non-U.S. securities or
related financial instruments may be limited. Foreign companies may not be subject to
audit and reporting standards and regulatory requirements comparable to those in the
United States. The financial instruments discussed in this report may not be suitable for
all investors. Transactions in foreign markets may be subject to regulations that differ
from or offer less protection than those in the United States.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (‘RHBIB Group”) form a diversified financial group, undertaking
various investment banking activities which include, amongst others, underwriting,
securities trading, market making and corporate finance advisory.

As aresult of the same, in the ordinary course of its business, any member of the RHBIB
Group, may, from time to time, have business relationships with, hold any positions in
the securities and/or capital market products (including but not limited to shares,
warrants, and/or derivatives), trade or otherwise effect transactions for its own account
or the account of its customers or perform and/or solicit investment, advisory or other
services from any of the subject company(ies) covered in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of interest
to ensure the independence of this report, investors should also be aware that such
conflict of interest may exist in view of the investment banking activities undertaken by
the RHBIB Group as mentioned above and should exercise their own judgement before
making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(through its Singapore branch), and the disclaimers above similarly apply.

Malaysia
Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2024 and
to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB's staff or associated person serve as a director or board member* of
the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHBIB did not receive compensation for investment banking or corporate finance
services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2024 and
to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the securities or
other capital market products of the subject company(ies) covered in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *Forthe avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report.

Indonesia

Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2024 and

to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that:

1. PTRHB Sekuritas Indonesia and its investment analysts, does not have any interest
in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

Being bound by an agreement to purchase securities or has the right to transfer
the securities or has the right to pre subscribe the securities*.

Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

Managing or jointly with other parties managing such parties as referred to in
(a), (b) or (c) above.

PT RHB Sekuritas Indonesiais not amarket maker in the securities or capital market
products of the subject company(ies) covered in this report.

None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

PT RHB Sekuritas Indonesia did not receive compensation for investment banking
or corporate finance services from the subject company in the past 12 months.

PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report:

b)
c)

d)

Notes:
*The overall disclosure is limited to information pertaining to PT RHB Sekuritas Indonesia only.
**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research Conflict Disclosures - Oct 2024 and
to the best of our knowledge, the Singapore Research department of RHB Bank Berhad
(through its Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.
RHB Bank Berhad, its subsidiaries and/or its associated companies and its analysts
do not have a financial interest (including a shareholding of 1% or more) in the
issuer covered by the Singapore research analysts in this report.

RHB Bank Berhad'’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

RHB Bank Berhad, its subsidiaries and/or its associated companies do not have
and have not within the last 12 months had any corporate finance advisory
relationship with the issuer covered by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.
RHB Bank Berhad’s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a collective
investment scheme covered by the Singapore research analysts in this report.
RHB Bank Berhad’s Singapore research analysts do not receive any compensation
or benefit in connection with the production of this research report or
recommendation on the issuer covered by the Singapore research analysts.
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Analyst Certification

The analyst(s) who prepared this report, and their associates hereby, certify that:

(1) they do not have any financial interest in the securities or other capital market
products of the subject companies mentioned in this report, except for:

Analyst Company

(2) no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.
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