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1HFY25 Lifted by Higher Revenue Per Inpatient Target e e da

By Raymond Choo Ping Khoon | pkchoo@kenanga.com.my

KPJ’s 1HFY25 met expectations. Its 1HFY25 net profit grew 26% Share Price Performance
YoY on higher average revenue per inpatient and better yields 3
from more surgeries. We expect earnings to gain momentum
moving into 2HFY25 on better operational efficiencies from its .
cost optimisation effort and overhead absorption rate because of a
gradual ramp-up in the opening of new beds (+6%). We keep our
forecasts and TP of RM2.50 but upgrade our call from
UNDERPERFORM to MARKET PERFORM as its valuation is now
fair following the retracement in its share price.

KPJ’'s 1THFY25 core net profit climbed 26% to RM139m which came in 15

240

200

A SN

at 41% and 35% of our and consensus full-year net profit forecast, ﬁ}q 6@ 0:} ‘,@ an \,y RN G
respectively. We consider the results within expectations as KPJ
typically reports stronger earnings in 2H. Historically, 2H accounts for KLCI 1,587.07
M o YTD KLCI chg -3.4%

55% to 60% of full-year forecasts. It declared an interim dividend of ;

. ) L YTD stock price chg 7.5%
1.05 sen, bringing 1THFY25 DPS to 1.95 sen which came in within our
expectation. Stock Information
QoQ, its 2QFY25 revenue was up 5% on higher inpatient throughput Shariah Compliant Yes
(+3%) and higher average revenue per inpatient (+3%) which more Bloomberg Ticker KPJ MK
than offset lower outpatients (-2%) and a marginally lower bed MarketCap (RMm) 11,390.8
occupancy rate of 62% vs. 63% in 1QFY25. Its 2QFY25 core net profit Shares Outstanding 4,364.3
grew 44%, thanks to the higher contribution (>100%) from associate i.e. 22-Week range (H) 3.05
the 34.5%-owned Al-Aqar Healthcare REIT, and, we believe, a higher- gZ'V;’EEK raggﬁ (L)I ” 5961038
than-expected ramp-up in hospitals under gestation which led to better- F-rg]e F?ggt. atly vol. ’ 4 49
than-optimum operational efficiency, resulting in lower losses. Beta 0 S

YoY, its 1HFY25 revenue rose 9%, thanks to higher revenue per .
inpatient (+7%) which drove elective surgeries cases (+4%) and offset Maior Shareholders .
lower inpatient throughput (-1%). Core net profit surged 26%, thanks to Johor Corporation 45.0%

better overhead absorption (on an improved turnover) and boosted by, EMPIoyees Provident Fund 17'12/"
we believe, reduced losses from its new hospitals (which are EBITDA- VVadaf An-Nur Corporation 6.4%
positive) i.e. Damansara Specialist Hospital 2 (DSH2), KPJ Perlis, KPJ Summary Earnings Table

Batu Pahat and KPJ Bandar Dato Onn. The better performance was FY Dec (RM m) 2024A  2025F 2026F
underpinned by incremental revenues from higher patient throughput TRV 38222 40889 43789
from new hospitals and better operational efficiency from its cost PBT ’531_0 ,517.6 ’591_7
optimisation effort and overhead absorption by adding new beds. Net Profit (NP) 3311 339.0 3923
Valuations and forecasts. We keep our forecasts. TP is RM2.50 Core NP 3124 3390 3923
based on unchanged 28x FY26F EPS, in line with its regional peers. (E;:pnsiﬁnzur\?é\r/\ij;gn ) 393-? 431-8_
There is no adjustment to TP based on ESG given a 3-star rating as Core EgPS (sen) 70 77 89
appraised by us (see next page). Core EPS Growth (%) 22,6 91 156
In terms of PER, regional healthcare players with similar or bigger NDPS (sen) 4.15 4.15 4.15
market capitalisation, namely Bumrumgrad Hospital and Bangkok Dusit BVYPS (RM) 0.57 0.61 0.65
are trading at FY26F PER of 17x and 20x, respectively, based on PER (X) 35.0 34.2 29.6
Bloomberg consensus earnings. Similarly, in terms of FY26F Ev- Frice/BVPS (’f)) 4.6 4.3 4.0
EBITDA multiple, Bumrumgrad Hospital and Bangkok Dusit are trading gi?/tiii?jn\?sal(d/?)"/) 412 3?2 21 g
at 12x and 13x, respectively. Note that Bumrumgrad Hospital and EV/EBITDA (x) ° 13:5 13:0 119

Bangkok Dusit’'s FY25F consensus EBITDA margins are 38% and 24%,
respectively. We upgrade our call from UNDERPERFORM to MARKET
PERFORM as its valuation is now fair following the retracement in its
share price.
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losses. Typically, new hospitals go through a gestation period of 3-5 years.
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Outlook. KPJ is optimistic of reaching 4,200 beds (+9% YoY) by end-CY25. Beyond CY25, it will continue to add beds, bringing
total beds to >6,000 over the next five years, largely via brownfield expansion, which we have already factored into our
forecasts. In terms of bottom-line profitability, we expect earnings to gain momentum moving into 2HFY25 on better operational
efficiencies from its cost optimisation effort and overhead absorption rate because of a gradual ramp-up in new beds (+6%).
However, the opening of KPJ Kuala Selangor (60-bed) which commenced operation in Mar 2025 is expected to incur start-up

We like KPJ for: (i) the bright prospects of the private healthcare sector in Malaysia, underpinned by rising affluence and ageing
population, (ii) the low “price elasticity of demand” for healthcare service, making players less vulnerable to high inflation as they
could pass on the higher cost, and (iii) its strong market position locally with the largest network of 29 private hospitals (vs. only

16 of IHH Healthcare’s Malaysia operation in the second place).

Key risks to our call are: (i) regulatory risks, (ii) earnings risk related to potential imposition of Diagnostic-Related Group (DRG)
payment system to regulate private healthcare costs in Malaysia., and (iii) longer-than-expected gestation periods for its newer

hospitals.

Results Highlights

2Q 1Q Q-0-Q 2Q Y-o-Y 1H 1H Y-o-Y
FYE Dec (RM m) FY25 FY25 Chg (%) FY24 Chg (%) FY24 FY25 Chg (%)
Turnover 1,023.7 971.8 5.3 924.8 10.7 1,827.1 1,995.5 9.2
EBITDA 235.5 207.9 13.4 219.0 7.6 371.8 443.2 19.2
Dep & Amortisation (75.7) (71.8) 5.8 (68.7) 10.3 (135.8) (147.3) 8.5
EBIT 159.8 136.1 17.5 150.3 6.3 236.0 295.9 25.4
Net Interest expense (43.1) (41.8) 3.3 (42.7) 1.2 (86.7) (84.9) (2.1)
Associates 14.0 3.4 305.7 11.0 27.2 20.4 17.4 (14.4)
EI* - 0.0 NM - NM 40.3 - NM
PBT 130.6 97.7 33.7 118.6 10.1 210.0 228.4 8.8
Tax (39.1) (32.4) 20.8 (32.1) 21.9 (63.1) (71.4) 13.2
MI (9.5) (8.4) 13.2 (8.8) 8.0 (18.4) (18.0) (2.3)
PATAMI 82.0 57.0 44.0 77.7 5.5 128.4 139.0 8.2
Core Net profit 82.0 57.0 44.0 77.7 5.5 110.0 139.0 26.3
EPS (sen) 1.9 1.3 43.5 1.8 5.6 3.0 3.2 8.1
EBITDA margin 23% 21% 24% 20% 22%
PBT margin 13% 10% 13% 11% 11%
Effective tax rate 30% 33% 27% 30% 31%

Source: Company, Kenanga Research, Bursa Malaysia
A provisional extinguishment of net liabilities related to the disposal of the aged care business in Jeta Gardens

Stock ESG Ratings:

T

Earnings Sustainability &
Quality
Community Investment

Workers Safety & Wellbeing
Corporate Governance
Anti-Corruption Policy
Emissions Management

GENERAL

Care Quality & Patient Safety
Effluent / Waste Management

Energy Efficiency
Cybersecurity/Data Privacy

Talent Management
Supply Chain Management

Y¢ denotes half-star
* % -10% discount to TP
* % -5% discount to TP
%% % TP unchanged
* & k% +5% premium to TP
* Kk KKk *x +10% premium to TP
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Peer Table Comparison

PER (x) - Core
Earnings

1-Yr. 2-Yr. 1-Yr. 2-Yr. 1-Yr. 2-Yr.
Fwd. Fwd. Fwd. Fwd. Fwd. Fwd.

Target Core EPS (sen) Core EPS Growth

Last Price Market Cap Shariah Current

Rating ™ o) Ry P RMm) " Compliant  FYE

Stocks Under Coverage

DUOPHARMA opP 1.35 1.72 27.4% 1,298.6 Y 12/2025 9.9 11.5 51.8% 15.9% 13.7 11.8 1.7 12.8% 3.3 2.4%
IHH HEALTHCARE BHD oP 6.79 8.11 19.4% 59,997.5 Y 12/2025 21.6 243 12.6% 12.2% 31.4 28.0 1.9 6.2% 10.0 1.5%
KOTRA INDUSTRIES BHD oP 4.23 4.90 15.8% 627.4 Y 06/2026 32.5 334 13.2% 2.7% 13.0 12.7 1.9 15.8% 25.5 6.0%
KPJ HEALTHCARE BHD MP 2.61 2.50 -4.2% 11,390.8 Y 12/2025 7.6 8.8 8.5% 15.7% 34.2 29.6 4.3 13.0% 4.2 1.6%
NOVA WELLNESS GROUP BHD OoP 0.340 0.410 20.6% 108.4 Y 06/2025 2.7 2.8 8.9% 3.5% 12.6 121 0.9 7.7% 13 3.8%
PHARMANIAGA BHD MP 0.175 0.150 -14.3% 1,147.5 Y 12/2025 0.7 1.0 25.2% 35.9% 23.6 17.3 (9.4) -33.2% 0.0 0.0%

Source: Company, Bloomberg, Kenanga Research
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Stock Ratings are defined as follows:

Stock Recommendations

OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%

Sector Recommendations***

OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’'s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment
Bank Berhad being a full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider
with respect to a security that may also fall under its research coverage.

Published by:

KENANGA INVESTMENT BANK BERHAD (15678-H)
Level 17, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia
Telephone: (603) 2172 0880 Website: www.kenanga.com.my E-mail: research@kenanga.com.my
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