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A Disappointing Start to FY26
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Share Price Performance

SCOMNET’s 1QFY26 missed expectations. 1QFY26 was impacted by
delayed shipments delivery and lower capacity utilisation arising from
the Chinese New Year and Hari Raya festive holidays. We cut our
FY26/FY27 net profit forecasts by 12%/13% taking into account
slower-than-expected deliveries in the medical segment.
Correspondingly, out TP is cut to RM0.85 (previously RM1.00) based 0.80
on 20x FY27F EPS, at 30% discount to proxy peers’ average of 32x. 0.70
Reiterate OUTPERFORM call. 0.80
SCOMNET’s 1QFY26 net profit fell 22% YoY to RM6m which missed our 0.50
and consensus forecasts at 13% and 10% of our and consensus full-year o
net profit forecasts, respectively. The weak results were due to lower-than-
expected contribution from medical segment.
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QoQ, 1QFY26 revenue fell 3% due to lower contribution from medical s'll_'glKLCI 1’708'3;6
. ) chg 1.7%
segment (-3%) which accounts for 91% of group topline due to delayed  yp stock price chg 23.8%
shipments delivery from a key customer. EBITDA rose 16% due to
absence of forex loss and one-off bonus payment earmarked in  gtock Information
4QFY25. This brought 1QFY26 net profit to RM6m (+20%). No dividend  “gparian Compliant Yes
was declared as expected. Bloomberg Ticker SCT MK
YoY, 1QFY26 revenue fell 13% due to lower sales volume from medical =~ Market Cap (RM m) 462.4
segment (-2%) which accounted for 91% of group. However, 1QFY26  Shares Outstanding 848.4
net profit fell 22% due to deferred timing in product deliveries as 92-week range (H) 1.07
mentioned above, adverse forex due to strengthening of MYR against ~ 92-Week range (L) 0.49
the USD, and lower capacity utilisation arising from the Chinese New o-Mth avg. daily vol. 1’104'7(3)2
Year and Hari Raya festive holidays. E':tg Float 3%{;
Outlook. The medical segment remains its key anchor driver '
accounting for over 80% of revenue, with new product launches (e.g.  Major Shareholders
EEG wires) and expansion into new markets expected to boost Shiue Jong-Zone 13.7%
performance in 2HFY26. In terms of Magnetar EEG Electrode Cable for  Chih-Yu Hsueh 12.8%
Customer A, 3,000 sets have been supplied to customer A for an  Shiue Jyh-Jeh 12.0%
exhibition which are sellable. It expects small-batch production in
2QFY26, with mass production targeted for end 3QCY26. Similarly, Summary Earnings Table
smart cable for critical care monitoring production has grown FY Dec (RM m) 2025A  2026F 2027F
consistently over the past few months. Turnover 140.1 161.1 176.4
Its new business opportunities have broadened following Customer E’s EBITDA 38.9 47.7 95.2
sale of its critical care division to new Customer B. Specifically, the PBT . 33.5 41.0 48.2
: - : : Net Profit 26.0 31.5 371
main products include transcatheter heart valves of which Scomnet is Core Net Profit 26.0 315 371
currently carrying out research and developing production capabilities. Consensus (NP) B 30 34
Given Customer E’s longstanding relationship with Scomnet, it is Earnings Revision _ -12% -13%
looking to retain Scomnet as its supplier. Customer A is also setting up  gpg (sen) 3.0 3.7 4.3
a new plant in Mexico to serve the South American market. It currently — EpS Growth (%) (16.8) 21.1 17.5
controls around 5% of the global endoscope market. Major examples ~ NDPS (sen) 23 2.3 23
include the soft-launch of Al smart cables for existing Customer E and ~ PER (x) 18.2 15.0 12.8
new Customer G, the electroencephalogram (EEG) cable for Customer = PBV (x) 1.1 1.1 1.0
A as well as the syringe infusion system for Customer I. In terms of Net Gearing (%) Cash Cash Cash
Magnetar EEG Electrode Cable for Customer A, 3,000 sets have been  Net Div. Yield (%) 4.2 4.2 4.2

supplied to customer A for an exhibition which are sellable.
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Valuation and forecasts. We cut our FY26/FY27 net profit forecasts by 12%/13% taking into account slower-than-expected
deliveries in the medical segment. Correspondingly, out TP is cut to RM0.85 (previously RM1.00) based on 20x FY27F EPS, at
30% discount to proxy peers’ average of 32x (Scomnet historically trades at 25-40% discount to both Ambu A/S and Edwards
Lifesciences Corp). We like SCOMNET for: (i) the bright prospects of disposable endoscopes and ECG cables, (ii) its solid
business model from product conceptualisation, design and manufacturing of OEM and ODM tubing cable assemblies and
devices, hence keeping most of the margins to the group, and (ii) the superior margins of its business model. There is no
adjustment to our TP based on ESG given a 3-star rating as appraised by us (see next page).

Key risks to our recommendation include: (i) product approval from the relevant regulatory authorities and (ii) lower-than-
expected order in the public segment.

Results Highlights

4Q 1Q 1Q Q-0-Q Y-o0-Y
FYE Dec (RM m) FY25 FY25 FY26 Chg (%) Chg (%)
Turnover 30.6 34.0 29.6 (3.4) (13.1)
EBITDA 7.5 10.3 8.6 15.5 (16.3)
Dep & Amortisation (1.5) (1.5) (1.4) (7.1) (4.7)
Net Interest expense 0.1 0.2 0.0 (62.3) (78.7)
PBT 6.1 9.1 7.3 19.5 (19.8)
Tax (1.4) (1.8) (1.6) 18.3 (10.7)
PATAMI 4.7 7.3 5.7 19.8 (22.1)
EPS (sen) 0.6 0.8 0.7 20.0 (21.4)
EBITDA margin 24.4 30.3 29.2
PBT margin 19.9 26.6 24.6
Effective tax rate 22.4 19.9 22.2

Source: Company, Kenanga Research, Bursa Malaysia
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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
Price
(RM)

Last Price Core EPS (sen) Core EPS Growth

(RM)

Market Cap Shariah Current
(RMm) Compliant FYE

Rating

Stocks Under Coverage

DUOPHARMA BIOTECH BERHAD opP 1.27 1.72 35.4% 1,222 Y 12/2026 11.5 121 14.0% 5.4% 11.0 10.5 1.5 14.0% 4.6 3.6%
IHH HEALTHCARE BHD MP 8.92 8.50 -4.7% 78,818 Y 12/2026 23.8 25.9 15.1% 8.5% 37.4 345 2.5 6.8% 10.0 1.1%
KOTRA INDUSTRIES BHD MP 3.82 3.88 1.6% 567 Y 06/2026 28.7 25.8 -4.7% -10.1% 133 14.8 2.0 15.3% 25.5 6.7%
KPJ HEALTHCARE BHD MP 331 3.05 -7.9% 14,651 Y 12/2026 8.0 8.7 13.8% 8.1% 41.4 38.2 5.3 13.8% 4.2 1.3%
NOVA WELLNESS GROUP BHD MP 0.340 0.380 11.8% 108 Y 06/2026 2.9 3.0 19.5% 4.3% 11.7 11.3 0.9 8.2% 1.6 4.7%
PHARMANIAGA BHD upP 0.245 0.200 -18.4% 1,606 Y 12/2026 1.0 11 34.0% 8.0% 24.7 22.9 3.2 13.9% 0.4 1/6%
SCOMNET BHD opP 0.545 0.850 56.0% 462 Y 12/2026 3.7 4.3 21.2% 17.8% 14.9 12.6 1.1 7.3% 2.3 4.2%
SUNWAY HEALTHCARE MP 1.82 1.75 -3.8% 20,930 Y 12/2026 2.5 3.5 11.7% 43.3% 74.3 51.8 6.4 9.7% 0.6 0.3%

HOLDINGS BHD
Source: Company, Bloomberg, Kenanga Research

Stock ESG Ratings:

I

pie

Earnings Sustainability &
Quality
Community Investment

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

GENERAL

Product Quality & Safety
Effluent/Waste Management
Automation & Innovation
Energy Efficiency

Supply Chain Management
Legal & Regulatory
Compliance

OVERALL
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Y denotes half-star
% -10% discount to TP
* % -5% discount to TP
% %% TP unchanged
%k **k +5% premium to TP
ok kk*k +10% premium to TP
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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 Email: research@kenanga.com.my
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