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Key Changes  

Target Price:  

EPS:    

 

Stock and Financial Data  

Shares Outstanding (million) 1,053.5          

Market Cap (RMmil) 416.1          

Book Value (RM/Share) 0.42          

P/BV (x) 0.9           

ROE (%) 0.1          

Net Gearing (%) 29.4          

Free Float 39.1          

Avg Daily Value (RMmil) 0.1          

 

Major Shareholders  

Karex One Ltd (17.5%) 

BNP Paribas (16.9%) 

Maryen Holdings Limited (11.5%) 

 

Price performance 3mth 6mth 12mth 

Absolute(%) (21.8)  (29.5)  (56.6) 

Relative(%) (16.9)  (24.9)  (56.4) 

Source: Karex Bhd, AmInvestment Bank Bhd. 
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We remain constructive on Karex’s FY27 outlook, as pricing adjustments take 

effect and synthetic capacity ramps up. Most customer price increases were 

implemented from July 2026, while rubber costs are largely hedged through 

end-FY27. Synthetic capacity should rise from nine lines currently to 19 by June 

2027. With tender demand showing tentative signs of recovery and 

manufacturing costs falling, we see FY27 as a year of earnings and margin 

recovery. We maintain BUY and our RM0.60 TP, with earnings estimates 

unchanged. 

• Valuation underpinned by earnings recovery.  Our TP of RM0.60/share remains 

based on a 23x target PE applied to average FY28/29 EPS of 2.64 sen. We believe 

the multiple remains justified by Karex’s improving earnings trajectory, supported 

by pricing recovery, higher-margin synthetic condoms and a gradual tender 

recovery.  

• Pricing actions should support FY27 margins.  The group has implemented 

significant price adjustments across most customers, with the bulk taking effect 

from July 2026. While the quantum and timing can vary, it was previously reported 

that prices were broadly raised by 20-30%. With rubber largely hedged through 

end-FY27 and other raw material prices stable, the pricing benefits should 

increasingly flow through earnings. 

• Synthetic condom growth is broadening. Synthetic condom sales doubled YoY 

to US$12m in FY26, with capacity set to more than double from nine lines currently 

to 19 by June 2027. We forecast sales to grow +60% YoY in FY27, driven by 

expansion into new markets, including India, Latin America and China. Synthetic 

condoms contributed 17% of FY26 gross profit, and we expect this to rise to 

21%/29%/34% in FY27/28/29, underscoring their growing importance to the 

earnings mix. 

• Tender recovery and cost optimisation offer further upside.  Tender demand 

remains soft, but management is seeing early signs of recovery as agencies 

replenish inventories, although we expect this to be gradual. Meanwhile, shifting 

more manufacturing to Thailand and greater automation in Malaysia should lower 

labour costs. Older dipping lines are also being phased out, while tender 

production can utilise capacity when synthetic lines are not fully occupied. 

 

 

YE to Jun    FY26 FY27F FY28F FY29F 

Revenue (RM mil)  462.4  509.5  562.7  604.1 

Core net profit (RM mil)  3.5  16.4  24.6  30.9 

FD Core EPS (sen)  0.3  1.6  2.3  2.9 

FD Core EPS growth (%) (72.1)  365.7  50.5  25.8 

Consensus Net Profit (RM mil) - - - - 

DPS (sen) -  0.8  1.2  1.5 

PE (x)  118.5  25.4  16.9  13.4 

EV/EBITDA (x)  14.8  8.4  7.3  6.5 

Div yield (%) -  1.6  2.4  3.1 

ROE (%)  0.1  3.6  5.3  6.5 

Net Gearing (%)  29.4  23.1  22.7  20.7 

     

Source: Karex Bhd, AmInvestment Bank Bhd. 
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EXHIBIT 3. Valuations 

Target PE (x) 23.0x 

Avg FY28/29 EPS 2.64sen 

Target price RM0.60 
 

Source: AmInvestment Bank Bhd. 

 

Company profile 

Karex is the world’s largest condom maker with the capacity to produce over 5 bil 

condoms annually. The company also manufacturers other product such as personal 

lubricants, probe covers and foley balloon catheters. The firm is in compliant with 

various management systems such as ISO13485, ISO 14001, US FDA 21 CFR Part 820, 

Brazil RDC 16/2013 and GMP. With the necessary management systems in place, the 

group is able to export its products to over 130 countries globally. 

Investment thesis and catalysts 

We have a BUY recommendation on Karex to be driven by successful 

commercialisation of synthetic condoms which command higher gross margin than 

latex condoms and it will serve as an alternative to other non-latex condoms in the 

market with softer material and thinner than most of the existing non-latex condoms.  

Valuation 

Our target price is RM0.60, based on a target PE of 23x and Avg FY28/29 EPS. Target 

PE is in line with its median forward PE of 22.4x since listing and its peers’ 5 years 

historical mean PE of 23.6x. The valuation is justified by its stronger growth prospect 

with the introduction of the new product that is expected to gain market share. 

Risk factors 

The key investment risks for the company are: 

1) lower-than-expected acceptance rate for the new synthetic condoms; 

2) slower-than-expected volume growth; 

3) lower-than-expected average selling price for the new product; and 

4) weaker-than-expected USD against the MYR. 

 

  

EXHIBIT 1. Revenue breakdown  EXHIBIT 2. Revenue contribution breakdown 

 

 

 
Source: Company, AmInvestment Bank Bhd.  Source: Company, AmInvestment Bank Bhd. 
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Financial Summary 

Income Statement (RMmil)  

YE to Jun FY25 FY26 FY27F FY28F FY29F 

        

Revenue  498.4  462.4  509.5  562.7  604.1 

EBITDA   36.0  37.0  62.2  71.8  79.1 

Depreciation/Amortisation  (28.1) (28.3) (30.5) (29.8) (29.2) 

Operating income (EBIT)  7.9  8.7  31.8  41.9  49.8 

Other income & associates - - - - - 

Net interest (7.6) (8.4) (11.3) (11.2) (11.2) 

Exceptional items  12.4  3.2 - - - 

Pretax profit  0.3  0.4  20.4  30.8  38.7 

Taxation  (0.1) (0.1) (4.1) (6.2) (7.7) 

Minorities/pref dividends  - - - - - 

Net profit  0.2  0.3  16.4  24.6  30.9 

Core net profit  12.6  3.5  16.4  24.6  30.9 

Balance Sheet (RMmil)  

YE to Jun FY25 FY26 FY27F FY28F FY29F 

         

Fixed assets  269.9  271.1  268.9  266.9  265.0 

Intangible assets  107.1  105.9  106.1  106.3  106.6 

Other long-term assets  69.4  73.3  69.3  65.8  62.7 

Total non-current assets  446.4  450.3  444.4  439.1  434.3 

Cash & equivalent  33.2  37.9  64.1  63.2  69.1 

Stock   158.7  191.1  144.9  157.2  166.7 

Trade debtors  121.9  88.2  122.8  135.7  145.6 

Other current assets  3.6  6.0  6.0  6.0  6.0 

Total current assets  317.4  323.2  337.9  362.1  387.5 

Trade creditors  67.3  78.1  78.6  85.3  90.5 

Short-term borrowings  123.1  134.8  134.8  134.8  134.8 

Other current liabilities  17.8  20.7  20.7  20.7  20.7 

Total current liabilities  208.3  233.5  234.1  240.7  245.9 

Long-term borrowings  31.2  34.2  34.2  34.2  34.2 

Other long-term liabilities  58.8  59.7  59.7  59.7  59.7 

Total long-term liabilities  89.9  93.9  93.9  93.9  93.9 

Shareholders’ funds  465.6  446.1  454.2  466.5  482.0 

Minority interests - - - - - 

BV/share (RM)  0.44  0.42  0.43  0.44  0.46 

Cash Flow (RMmil)  

YE to Jun FY25 FY26 FY27F FY28F FY29F 

         

Pretax profit  0.3  0.4  20.4  30.8  38.7 

Depreciation/Amortisation  28.1  28.3  30.5  29.8  29.2 

Net change in working capital  3.6  12.1  12.0 (18.4) (14.3) 

Others  (3.4)  9.3  7.2  5.0  3.4 

Cash flow from operations  28.6  50.1  70.2  47.2  57.0 

Capital expenditure (41.8) (36.9) (24.0) (24.0) (24.0) 

Net investments & sale of 

fixed assets 
-  2.0 - - - 

Others  (1.3) (1.3) (0.5) (0.5) (0.5) 

Cash flow from investing (43.1) (36.2) (24.5) (24.5) (24.5) 

Debt raised/(repaid)  16.7  5.5 - - - 

Equity raised/(repaid) - - - - - 

Dividends paid  (10.5) (10.5) (8.2) (12.3) (15.5) 

Others  (1.2)  1.2 (11.3) (11.2) (11.2) 

Cash flow from financing  4.9 (3.8) (19.5) (23.5) (26.6) 

Net cash flow (9.6)  10.0  26.2 (0.8)  5.9 

Net cash/(debt) b/f  32.3  24.7  37.9  64.1  63.2 

Net cash/(debt) c/f  19.8  34.3  64.1  63.2  69.1 

Key Ratios  

YE to Jun FY25 FY26 FY27F FY28F FY29F 

         

Revenue growth (%) (1.9) (7.2)  10.2  10.4  7.4 

EBITDA growth (%) (44.5)  2.8  67.9  15.3  10.2 

Pretax margin (%)  0.1  0.1  4.0  5.5  6.4 

Net profit margin (%) -  0.1  3.2  4.4  5.1 

Interest cover (x)  1.0  1.0  2.8  3.7  4.5 

Effective tax rate (%)  30.9  21.1  20.0  20.0  20.0 

Dividend payout (%)  5,064.7  50.0  50.0  50.0  50.0 
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Debtors turnover (days)  90  83  76  84  85 

Stock turnover (days)  167  200  177  147  149 

Creditors turnover (days)  69  83  83  80  81 

Source: Company, AmInvestment Bank Bhd. 
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DISCLOSURE AND DISCLAIMER 

This report is prepared for information purposes only and it is issued by Amlnvestment Bank Berhad ("Amlnvestment") 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, Amlnvestment 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 Amlnvestment's prior written consent. Amlnvestment, 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.  

Amlnvestment 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. 

This report has been prepared by AmInvestment Bank pursuant to the Research Incentive Program under Bursa Research Incentive 

Scheme Plus (“Bursa RISE+”) administered by Bursa Malaysia Berhad. This report has been produced independent of any influence 

from Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of companies disclaims any and all liability, 

howsoever arising, out of or in relation to the administration of Bursa Research Incentive Program and/or this report. 


