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Pharmaniaga Berhad (pHrm mk)

Manufacturing-Led Transformation Under Vision ONE30

e Pharmaniaga Berhad (Pharma) is emerging as a structural
beneficiary of Malaysia’s push toward pharmaceutical self-
sufficiency, supported by its integrated platform spanning
pharmaceutical manufacturing, nationwide logistics and
distribution, and growing biopharmaceutical capabilities.

¢ Following the successful completion of its regularization plan and
exit from PN17, the group has stabilized its balance sheet and
returned to sustainable profitability. We believe Pharma is now
entering the next phase of its transformation under Vision
ONE30, repositioning the company from a concession-driven
distributor into a higher-value pharmaceutical manufacturing
and biopharmaceutical platform.

e We initiate coverage with a BUY recommendation and a target

price of RM0.37, based on 13x 2026F EV/EBITDA multiple.

From Stabilisation to Structural Earnings Recovery. Pharma is
strategically positioned to benefit from structural growth in
Malaysia’s healthcare sector, driven by ageing demographics, rising
chronic disease prevalence and the government’s increasing
emphasis on local pharmaceutical manufacturing. Under Vision
ONE30, management has outlined a multi-year transformation plan
anchored on strengthening its manufacturing base, expanding in-
house generics and advancing biopharmaceutical initiatives. Key
priorities include the commercialisation of new generic products,
localisation of insulin and vaccines, and expansion into private
healthcare and export markets. These initiatives are supported by
ongoing cost optimisation, digitalisation and tighter working capital
management to enhance profitability and earnings quality.

Visible Pipeline Support Vision ONE30. We expect earnings to
strengthen further over 2026F-2028F by 45%/28%/19% respectively,
underpinned by: i) commercialisation of key generic molecules with
combined addressable market exceeding RM300mn, ii) continued
margin normalization from manufacturing scale-up, and iii) lower
financing costs following debt reduction. Biopharmaceutical
initiatives and localization efforts for insulin and vaccine-related
products should provide additional long-term optionality.
Management is targeting net profit of RM300mn by 2030 under
Vision ONE30, implying a substantial uplift from current earnings

levels and signalling a credible multi-year growth trajectory.

Valuation. We initiate coverage on Pharma with a BUY call and a
target price (TP) of RMO0.37, based on average peers EV/EBITDA
multiple of 13x. While Pharma historically traded at a discount due
to balance sheet stress and earnings volatility, manufacturing-led
transformation, higher operational efficiency and its PN17 uplift
status should support gradual re-rating. Key catalysts include
continued biopharmaceutical initiatives, potential insulin contract
awards and expansion into the private healthcare sector, while risks
include heavy reliance on government contracts and FX volatility.
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BIMB Securities Research Initiation Coverage : Pharmaniaga

Executive Summary

Pharmaniaga Berhad is an integrated pharmaceutical group involved in manufacturing,

logistics and distribution of medicines across Malaysia and Indonesia. The group operates
the Ministry of Health (MOH) logistics and distribution concession under the Approved
Products Purchase List (APPL) framework, supplying more than 800 SKUs to public
healthcare institutions nationwide. Pharma operates 4 pharmaceutical manufacturing
facilities in Malaysia, supported by 14 distribution centres and warehouses, enabling
efficient nationwide delivery of pharmaceutical products. While distribution remains its
main revenue contributor, the group is increasingly expanding local pharmaceutical
manufacturing and selected biopharmaceutical initiatives. Following pandemic-related
inventory adjustments, Pharma returned to profitability in 2024 and has successfully
uplifted its PN17 status after completing its regularisation plan, supported by improved
working capital management and operational efficiency.

Background

Company Background. Pharmaniaga Berhad (stock code: 7081 MK Equity) was
established in 1994 as Remedi Pharmaceuticals before being renamed Pharmaniaga
Berhad and subsequently listed on the Main Market of Bursa Malaysia in 1998.
Headquartered in Shah Alam, Selangor, the company serves both domestic and regional
healthcare markets, having Malaysia and Indonesia forming its primary operational
footprint. Since its inception, Pharma has evolved from a procurement and distribution
provider supplying medicines to Malaysia’s public healthcare system into an integrated
pharmaceutical group. Today, its business model spans the full pharmaceutical value
chain, encompassing research and development (R&D), pharmaceutical manufacturing,
marketing and sales, as well as logistics and post-distribution support services.

Figure 1: Pharmaniaga’s Corporate Structure
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Business Segments and Revenue Streams. Pharma’s business can be categorised into
three primary segments, 1. Logistics and Distribution (L&D), 2. Manufacturing, and 3.
Indonesia Operations (manufacturing and distribution). In 2025, the group recorded
total revenue of around RM4bn, with L&D contributing the largest share at 63%, followed
by Indonesia operations at 28% and local manufacturing at 9%.

Chart 1: Revenue by Business Segment (2025)

= Logistic and Distribution Manufacturing = Indonesia

Source: Company, BIMB Securities

1. Logistics and Distribution (L&D)

Pharma’s Logistics and Distribution (L&D) division forms the backbone of Malaysia’s
pharmaceutical supply chain and remains the group’s largest revenue contributor.
The segment oversees the procurement, warehousing, inventory management and
last-mile delivery of pharmaceutical and medical products to government hospitals,
health clinics, private healthcare providers and pharmacies across Malaysia. A key
component of this segment is the Approved Products Purchase List (APPL) concession
with the Ministry of Health (MOH), which accounts for c.50% of the total group’s
revenue. Under this framework, Pharma distributes more than 800 pharmaceutical
and medical products sourced from over 100 suppliers, with revenue comprises the
pass-through cost of the products supplied plus distribution fees charged per stock
keeping unit (SKU).

The business is being supported by nationwide logistics infrastructure comprising
distribution centres and temperature-controlled warehouses, enabling the safe
handling of sensitive products such as vaccines and biologics while facilitating more
than 450,000 deliveries annually to healthcare facilities across the country. Although
this L&D segment operates on structurally lower margins (single-digit EBITDA margin)
due to the fee-based nature of the concession model, it provides stable and recurring
revenue underpinned by government healthcare demand. In 2025, concession-
related distribution generated around RM2bn in revenue (+19% YoY), alongside SKU
volume growth of 8.6% YoY. This reinforced the segment’s continued role as the
group’s primary revenue engine, supported by long-term government contracts and
stable demand from the public healthcare system.

2. Manufacturing Division

Pharma’s Manufacturing division represents the group’s key value-accretive
segment, focusing on the production of generic pharmaceuticals, vaccines and other
pharmaceutical formulations for domestic markets. The group operates 4
manufacturing facilities in Malaysia (2 in Selangor, 1 in Kedah, 1 in Perak), producing
a broad range of pharmaceutical products across therapeutic areas such as anti-
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infectives, cardiovascular drugs, analgesics and respiratory medicines. Production

capabilities span multiple dosage forms including tablets, capsules, liquids and sterile
injectables, supported by in-house formulation development and quality systems
compliant with Good Manufacturing Practice (GMP) standards.

Strategically, the group aims to increase the share of internally manufactured
products supplied into the government healthcare system, enabling higher margins
compared with distributing third-party products. This strategy is beginning to gain
traction, with the Manufacturing division delivering strong earnings growth, including
a 65% YoY increase in EBITDA in 2025, driven by stronger demand for in-house
products and ongoing cost optimisation across its plants. The segment is also
expanding into biopharmaceutical manufacturing, including insulin localization and
vaccine production, positioning Pharma within Malaysia’s broader pharmaceutical
self-sufficiency agenda.

3. Indonesia Operations

Pharma’s Indonesian operations are anchored by PT Millennium Pharmacon
International Tbk (MPI) and PT Errita Pharma, which together strengthen the Group’s
regional presence across pharmaceutical distribution and manufacturing. MPI serves
as the group’s primary distribution arm in Indonesia, supplying prescription
medicines, over the counter (OTC) products, medical devices and healthcare
consumables to hospitals, clinics and pharmacies across the country. The company
operates an extensive nationwide distribution network supported by a central
warehouse in Jakarta and multiple regional branches, enabling broad coverage across
Indonesia’s geographically dispersed archipelago. In 2025, MPI recorded revenue
growth of ¢.5% YoY to IDR4trn, while adjusted PAT increased by about 22% YoY,
reflecting improved margins and operational efficiency. During the year, MPl opened
its 37th branch in Palu, while renovation of its central warehouse (14,000-pallet
capacity with cold-chain storage) is nearing completion, further enhancing its
logistics capabilities.

Complementing the distribution platform is PT Errita Pharma, which provides local
pharmaceutical manufacturing capabilities within Indonesia. Errita Pharma produces
a range of generic pharmaceutical products for the domestic market, allowing the
Group to participate directly in Indonesia’s growing pharmaceutical manufacturing
ecosystem. The combination of MPI’s nationwide distribution network and Errita
Pharma’s manufacturing operations enables Pharma to operate an integrated
pharmaceutical supply chain within Indonesia, supplying both internally produced
and third-party pharmaceutical products across the country. Given Indonesia’s large
population base and expanding healthcare demand, these operations provide
Pharma with meaningful geographic diversification and position the Group to capture
long-term growth opportunities in Southeast Asia’s largest pharmaceutical market.
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Investment Thesis

Pharmaniaga Berhad today stands at an inflection point, transitioning from a balance
sheet repair narrative into a structured earnings normalization and strategic re-rating
story anchored on localization, biopharmaceutical expansion and disciplined execution.
Following its ongoing regularisation plan, the group has delivered 8 consecutive profitable
quarters, culminating in 2025 PAT of RM50.7m (+30.5% YoY). We believe the group has
demonstrated tangible stabilisation of core operations and improved financial resilience.
The turnaround now shifts into a new phase under Vision ONE30, where management
aims to reposition Pharma from a concession-driven distributor into a higher-value
pharmaceutical manufacturer and biopharma platform.

1. Manufacturing Turnaround — Biopharma as the Structural Growth Engine. The most
compelling structural re-rating driver lies within Pharma’s manufacturing segment,
particularly its emerging biopharmaceutical platform. In 2025, net profit from the
segment grew 32% YoY to RM44mn, supported by an 11% increase in revenue and
8.5ppt expansion in EBITDA margin to ¢.26% (vs. 17% in 2024). This reflects improved
plant utilization, greater in-house supply to government hospitals, and ongoing cost
optimization across its 4 manufacturing facilities.

Chart 2: Revenue and EBITDA Margin for Manufacturing (2020 — 2025)
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Notably, the biopharma division is beginning to scale. Biopharma revenue surged
43% YoY, reaching a record high driven primarily by Euvax B (Hepatitis B) and
SkyCellFlu (influenza vaccine). This demonstrates both strong market demand and
the group’s proven capability in vaccine manufacturing. Our view — huge opportunity
for Pharma, as Malaysia currently spends c.RM250mn annually on imported vaccines,
and government healthcare policy is increasingly focused on localizing vaccine
production to improve supply security and cost efficiency. Pharma is eyeing to
eventually supply 8 out of the 11 vaccines under Malaysia’s National Immunisation
Programme (NIP), including Hexavalent vaccines (Tetanus, Diphtheria, Pertussis,
Haemophilus Influenza B, Polio and Hepatitis B), Pneumococcal Conjugate Vaccine
(PCV) and Human Papillomavirus (HPV), while vaccines such as BCG, MMR and
Japanese encephalitis (JE) yet to be within Pharma’s pipeline. Overall, management
is targeting RM600mn revenue from the biopharma plant by 2028F/29F and RM1bn
in total manufacturing revenue by 2029F, implying a meaningful shift in the group’s
earnings mix toward higher-margin pharmaceutical manufacturing. If executed
successfully, this transformation would reposition Pharma from a concession-driven
distributor into a structurally higher-quality pharmaceutical manufacturer.
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2. Strong Product Pipeline with Tangible Market Value. Pharma’s product pipeline
provides clear medium-term catalysts with quantifiable addressable markets. The
group plans to launch 6-7 new products in 2026, with 4 of them already approved by
NPRA and 2 in the final stages of registration. The PCV13 pneumococcal vaccine,
initially targeted for launch in 2027, is now expected to be fast-tracked to 2026, with
an estimated annual market value of c.RM70-80mn. Meanwhile, the hexavalent
vaccine, with an estimated RM130mn annual market potential, is progressing with all
equipment delivered and currently undergoing qualification. However, the
commercialization timeline remains uncertain at this stage.

Beyond 2026, Pharma is also advancing several biopharma pipeline products
targeted for 2027 launch, including Liraglutide (GLP-1 analogue) for diabetes and
obesity management, currently at the NPRA registration stage with an estimated
market value of c.RM25mn, and the HFMD (EV71) vaccine, which could become
Malaysia’s first locally supplied HFMD vaccine with minimal competition and an
estimated RM40mn market opportunity. Collectively, these products are expected to
strengthen the group’s biopharma portfolio and provide incremental earnings
contribution from 2027F-2028F onwards.

Figure 2: Products in Pipeline
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3. Human Insulin Tender to Unlock Manufacturing Upside. Beyond vaccines, human
insulin localization represents the most significant near-term catalyst. Pharma has
adopted a dual-track strategy, positioning the group to capture the anticipated
longer-term government insulin supply contract (3-yrs contract valued at RM400mn),
expected to be awarded in the upcoming procurement cycle. Its manufacturing
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partner, Wockhardt, who's expanded 20,000L production capacity has received NPRA
approval, enabling Pharma to immediately meet national supply requirements if the

contract is secured. In parallel, the group is progressing toward local insulin
manufacturing, having completed process validation batches for three SKUs (N, R and
30:70) with product registration currently underway. Should Pharma secure the
anticipated multi-year insulin contract, the initial supply could be supported through
imported products while the company gradually transitions to local production,
allowing it to capture higher manufacturing value-add and strengthen Malaysia’s
pharmaceutical supply security.

4. Private Sector Expansion Provides Secondary Growth Leg. While government
procurement remains the backbone of revenue, Pharma’s private sector strategy is
beginning to gain traction. Private segment revenue rose 5.3% YoY to RM126.8mn in
2025, supported by stronger penetration into private hospitals, new product
launches and robust growth in oral healthcare products. By segment, GPRx (clinic +
pharmacy) still contributes to the largest revenue, but oral health is catching up, with
its revenue alone expanded 18.9% YoY, led by its 2 flagship products: Aftamed and
Gengigel. Apart from that, as medical insurance costs continue to rise, hospitals and
payors are increasingly shifting toward cost-efficient generic prescriptions, a
behavioural shift that structurally favours Pharma’s portfolio. MOH recently
highlighted that the government’s generic drug push has generated more than
RM900mn in cost savings over the past 2 years, reinforcing policy support for wider
generic adoption across the healthcare system. In mature markets such as the U.S.,
generics account for nearly 90% of prescriptions, while Malaysia’s penetration
remains materially lower, suggesting meaningful long-term expansion potential.

Chart 3: Revenue for Private Sector by Segment (2025)
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Source: Company, BIMB Securities

5. Concession Business Anchors Earnings Stability. The foundation of Pharma’s
investment case remains its government-linked concession business, which provides
earnings visibility and cash-flow stability. In 2025, group revenue increased 8.1% YoY
to RM3.9bn, primarily driven by higher order volumes from government hospitals
and the addition of new products under the Approved Products Purchase List (APPL).
More specifically, Concession 3.0 revenue grew 19.3% YoY, with SKU volume
expanded 8.6% YoY. Execution remained strong, with delivery reliability being
exceptionally high at 98% on-time fulfilment. Looking ahead, with tenders closed in
February 2026 and contract awards expected by year-end, the upcoming concession
cycle for 2027-2030 represents an important medium-term catalyst for the group.
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Management is guiding for potential SKU expansion from 841 currently to as many
as 1,200, which would provide further revenue uplift.

6. Indonesia Remains Both Risk and Optionality. In 2025, Pharma’s Indonesian
operator, MPI recorded revenue growth of 4.9% YoY to IDR4.1trn, while adjusted PAT
expanded 22% YoY, supported by better pricing from principals and stronger
operating efficiency. MPI also continued to scale its distribution platform, opening its
37th branch in Palu, while its central warehouse renovation is nearing completion
and is expected to support 14,000 pallet capacity, including cold-chain storage, once
operational. Nevertheless, the segment remains exposed to IDRMYR translation risk.
Although EBITDA improved in IDR terms in 2025, the weaker Rupiah diluted reported
contribution at group level, resulting in a 4.6% decline in Ringgit terms. Management
has identified the Indonesia turnaround as one of nine strategic priorities for 2026,
and a sustained improvement in margins, warehouse efficiency and FX management
could unlock meaningful medium-term upside.

Chart 4: Indonesia’s Quarterly PBT and Net Profit (1Q23 — 4Q25)
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Source: Company, BIMB Securities

7. Operational Discipline Further Strengthens Financial Foundation. What is
increasingly encouraging is that the turnaround is no longer just revenue-led, it is
now being supported by visible improvements in operating discipline and capital
structure. Management indicated that inventory has been reduced from roughly
RM400mn per month to RM250mn, generating estimated savings of RM6-7mn, while
partial debt repayment under the regularisation plan delivered RM10.6mn of interest
savings in 2025. At the balance-sheet level, total borrowings declined to RM816mn
from RM1.19bn, while net gearing improved materially to 1.88x by end-2025 from
2.32x, reflecting the benefits of recapitalisation and tighter working-capital
management. We believe this matters as the concession business are inherently a
lower-margin, fixed-fee model, where sustainable profit growth depends more on
inventory discipline, automation and logistics efficiency than volume alone. Over
time, digitalisation and Robotic Process Automation (RPA) initiatives should improve
efficiency, turning the logistics arm into a more cash-generative platform to support
higher-margin manufacturing growth.

8. Dividend Reinstatement Following PN17 Exit. Dividend reinstatement is not the
central pillar of the near-term thesis but represents a meaningful upside following
Pharma’s successful PN17 uplift. The group’s improving financial position, including
cash and bank balances exceeding RM250mn, provides a solid buffer to support
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shareholder returns as earnings normalisation strengthens and operating cash flows
stabilise. Over the longer term, we expect Pharma to maintain a dividend policy of
distributing up to 70% of PATAMI, subject to profitability, liquidity requirements and
balance sheet strength.

Key Risks to Our View

1. High Government Dependency. Pharma remains heavily reliant on Malaysia’s public
healthcare ecosystem, particularly the MOH concession and government
procurement contracts, where a significant portion of volumes, pricing frameworks
and payment cycles are determined by government procurement dynamics and
budget allocations. Any changes in policies or regulations, shifts in procurement
mechanisms (e.g. tighter tender terms, re-tendering cycles or direct sourcing), non-
renewal of concession arrangements, or failure to secure key tenders such as the
human insulin contract could compress margins, increase working capital
requirements and reduce earnings visibility.

2. Foreign Exchange Risk. With approximately 27-30% of the group’s revenue derived
from Indonesia, Pharma is exposed to Malaysian Ringgit (MYR) — Indonesian Rupiah
(IDR) translation risk. A weaker IDR against the MYR would mechanically dilute
reported group revenue and earnings upon consolidation, even if underlying
operational performance remains intact. Separately, USDMYR volatility poses
transaction risk as pharmaceutical inputs and APIs are largely imported in USD while
products are sold in local currencies.

3. Talent Retention Risk. The pharmaceutical industry relies heavily on specialised
technical talent, including pharmacists, scientists and regulatory professionals.
Difficulty in attracting and retaining skilled personnel could disrupt manufacturing
operations, delay product registrations and slow the group’s move into higher-value
pharmaceutical products.

4. Competition Intensity. Generics are inherently price-driven, with limited
differentiation once regulatory approvals are secured, and public-sector
procurement is largely tender-based, favouring the lowest compliant bidder. As more
local and regional GMP-certified manufacturers expand capacity, pricing pressure is
likely to intensify, particularly during contract renewals where price resets can result
in margins compression.

5. Geopolitical uncertainty. The pharmaceutical value chain remains globally
interconnected, with APIs and critical raw materials often sourced from a limited
number of countries. Trade tensions, export restrictions, sanctions, shipping
disruptions or sudden policy shifts could constrain supply availability or inflate
procurement costs. In addition, heightened global protectionism or currency
volatility arising from geopolitical events could amplify input cost pressures and
disrupt cross-border operations, introducing earnings volatility beyond the
company’s operational control.

Nonetheless, the investment case offers asymmetric risk-reward. Downside risks are
partly mitigated by stable concession-driven cash flows, a strengthened balance sheet
following restructuring, and continued demand from the public healthcare system. On
the upside, earnings expansion is expected to be driven by successful localisation
initiatives and improving margins from the manufacturing segment.
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Industry Analysis

Pharmaniaga Berhad operates within the pharmaceutical and healthcare supply chain
industry across Malaysia and Indonesia, two markets where demand for medicines and
healthcare services is expanding steadily due to demographic changes, rising healthcare
expenditure and increasing government emphasis on pharmaceutical supply security.

1. Pharmaceutical Logistics and Distribution (Malaysia). Malaysia’s pharmaceutical
logistics and distribution market remains structurally supported by rising public
healthcare spending and a growing chronic-care burden. Under Budget 2026, the
Ministry of Health (MOH) received RM46.5bn, up from RM45.3bn in Budget 2025,
indicating continued prioritisation of medicine procurement and healthcare delivery.
More specifically for Pharmaniaga’s core concession-linked exposure, the budget line
for “Konsesi Penswastaan Makmal, Ubat dan Stor (990100)” has risen from RM1.8bn
in 2024 to RM2.0bn in 2025 and RM2.1bn in 2026, pointing to sustained government
commitment to outsourced medicine and store-management infrastructure.

Chart 5: Budget for MOH and Concession 990100 (2022 — 2026)
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Source: Ministry of Health (MOH), BIMB Securities

Demand is also strengthening as DOSM estimates Malaysia’s population aged 60 and
above at4.1mnor 12.0% in 2025, up from 3.9mn or 11.6% in 2024, while the National
Health and Morbidity Survey (NHMS) 2023 shows adult prevalence of diabetes is
getting higher at 15.6% (1-in-6 adults), hypertension at 29.2% (1-in-3 adults) and
hypercholesterolaemia at 33.3% (about 7.6mn adults). This implies structurally
higher medicine throughput, repeat prescriptions and hospital/clinic replenishment
needs. The sector also has high barriers to entry due to stringent regulations, as
operators must comply with NPRA’s Good Distribution Practice (GDP) standards
covering warehousing, documentation, temperature control and product
traceability, favouring established players with nationwide logistics capabilities.

Chart 6: Ageing Trend in Malaysia (1970 — 2025) (%)
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2. Pharmaceutical and Biopharmaceutical Manufacturing (Malaysia). Malaysia’s
pharmaceutical manufacturing sector is gradually transitioning from a "generics hub"
to a "biotech contender", supported by rising local healthcare demand. However, the
country remains significantly reliant on imported pharmaceutical products. Despite
existing capabilities in various generic dosage forms, MIDA notes that Malaysian
manufacturers still do not produce 39% of medicines on the National Essential
Medicine List (NEML). In 2022 alone, Malaysia imported RM779mn of NEML
products, of which more than RM400mn was spent on high-tech biologics and
biosimilars; a clear indicator that local supply remains inadequate in higher-value
categories. This import gap strengthens the case for localisation of essential and
complex products such as biologics, insulin and vaccines. In response, the
government is promoting pharmaceutical localisation and medicine security under
the National Industrial Master Plan (NIMP) 2030, which identifies pharmaceuticals as
a priority sector and encourages domestic production of higher value-added
products. Malaysia’s Halal pharmaceutical certification framework also provides a
potential export advantage into Muslim-majority markets. Collectively, these
structural drivers support the development of local pharmaceutical manufacturing
capabilities and create a favourable industry backdrop for companies expanding into
higher-margin pharmaceutical production.

3. Indonesia’s Pharmaceutical. Indonesia remains the largest pharmaceutical market in
ASEAN, with industry projected it to reach USD10.3bn by 2030, growing at a 6-yr
CAGR of about 7.1%, supported by its large population of over 278mn people and
expanding healthcare coverage under the Jaminan Kesehatan Nasional (JKN) national
health insurance programme. Its parliament has approved a 2026 state budget of
Rp3,842.7trn, approximately 9% higher than 2025, with healthcare spending
continuing to support medicine procurement and healthcare infrastructure. Despite
strong demand growth, Indonesia’s pharmaceutical industry remains highly
dependent on imports, with over 90% of active pharmaceutical ingredients (APIs)
sourced from overseas according to WHO country data. To reduce this reliance, the
government is strengthening localization policies through Domestic Content Level
(TKDN) requirements, including updates under MOI Regulation No. 35 of 2025, which
incentivize local manufacturing and improve access to government procurement for
companies with domestic production capabilities. Regulatory compliance is also
becoming more stringent, particularly ahead of the October 2026 halal certification
milestone for relevant pharmaceutical products. Together with Indonesia’s complex
archipelagic geography, these regulatory and supply-chain requirements favour
companies with established nationwide distribution networks, GDP-compliant
logistics capabilities and local manufacturing presence, positioning integrated players
to capture growth opportunities in the country’s expanding pharmaceutical market.
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Financial Highlights

Latest Result Snapshot. Pharma delivered a commendable performance in 4Q25, marking
its 8th consecutive profitable quarter. Though revenue was up marginally by 1% YoY to
RM938mn, core net profit surge over 200% YoY to RM7.7mn, suggesting solid operational
recovery — could have been better if not for the weakening IDR. For full year 2025, core
net profit climbed by 31% YoY to RM49mn, on the back of higher revenue (+4% YoY). The
growth was driven mainly by stronger concession-related volumes following the
expansion of products under the APPL and sustained demand from government
healthcare facilities. Profitability was further supported by operational improvements
and lower interest expenses following partial repayment of borrowings. The
manufacturing segment remained the key earnings driver, with EBITDA rising 65% YoY to
RM88mn from RM53mn previously, supported by stronger demand for in-house
manufactured products and improved COGS optimisation across its all 4 plants.

Balance Sheet and Cash Flow Improvement. Pharma’s balance sheet strengthened
materially following the completion of its Regularisation Plan in 2H25. Shareholder equity
turned positive to RM459mn from a capital deficiency previously, supported by the rights
issue, private placement and capital reduction exercises. Liquidity also improved
significantly, with cash and bank balances rising to RM259mn (vs. RM152mn in 2024),
providing ample funding for working capital and expansion initiatives such as vaccine and
insulin development. At the same time, borrowings declined meaningfully from RM1.1bn
to RM816mn following partial debt repayments funded by the proceeds raised, resulting
in lower finance costs and improved financial flexibility. These developments reflect
stronger cash management and a more stable financial foundation as the group
transitions from balance sheet repair toward growth execution.

Chart 7: Cash and Bank Balances vs. Borrowings (2015 — 2025)
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Earnings Projection

Earnings Forecast. We expect Pharma’s toplines to expand gradually from RM4.1bn in
2026F to RM4.4bn in 2027F and RM4.8bn in 2028F, supported by stable demand from the
government concession business, gradual recovery in pharmaceutical distribution
volumes and early contributions from localisation initiatives. While revenue growth
remains relatively modest at 7-9% per annum, earnings growth is expected to outpace
sales expansion as margins recover from previously compressed levels. At the operating
level, EBITDA is projected to increase from RM185mn in 2026F to RM209mn in 2027F and
RM233mn in 2028F, implying EBITDA margins recovery from 4.3% to c.4.5-4.9% over the
forecast period. The margin recovery reflects improved procurement efficiency, better
inventory management and operating leverage as manufacturing activities scale up.

We expect core net profit to reach RM70mn/RM90mn/RM106mn for 2026F/27F/28F,
representing YoY growth of 45%/28%/19% respectively. This implies a solid 3-year CAGR
of ¢.30% from 2025 to 2028F, signalling a firm rebound following the post-pandemic
earnings normalisation phase. The sharp earnings acceleration in 2026F is primarily driven
by three factors; (i) the pharmaceutical segment should see margin normalisation
following earlier cost pressures and inventory adjustments, with improved procurement
discipline supporting profitability, (ii) the group’s government concession and distribution
business is expected to remain stable, providing recurring revenue visibility while
benefiting from operational streamlining initiatives, and (iii) the group should begin to see
incremental earnings contribution from localisation efforts, particularly in vaccine and
insulin manufacturing, although the full financial impact will likely materialise
progressively over the medium term.

Chart 8: Revenue vs. EBITDA vs. Net Profit (2018 — 2028F)
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Table 1: Pharma’s Earnings Forecast

FYE Dec (RM mn) 2024 2025 ‘ 2026F ‘ 2027F 2028F
Revenue 3,759.5 3,927.8 4,117.6 4,447.1 4,758.4
EBITDA 305.3 169.7 185.3 209.0 233.2
PBT 194.2 74.7 105.0 134.1 159.0
PATAMI 131.8 48.5 70.2 89.7 106.3
Core PATAMI 36.9 48.5 70.2 89.7 106.3

Source: Companies, BIMB Securities
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Valuation

Initiate Coverage with a BUY, TP of RMO0.37. We value Pharmaniaga Berhad using an
EV/EBITDA methodology, which we believe is a better reflection of the group’s improving
operating profitability and capital structure normalisation. Our target price of RM0.37 is
derived by applying a 13x 2026F EV/EBITDA multiple. This multiple sits within the broader
range of regional pharmaceutical peers while recognising the group’s evolving business
model. Sensitivity analysis suggests that applying EV/EBITDA multiples between 10x and
15x would imply equity valuations ranging from approximately RM0.28 to RM0.42 per
share, supporting our base case target price of RM0.37.

Table 2: Global Peers Company Comparison (Emerging Market)

Company Market Cap (RM bn) ‘ EV/EBITDA
Pharmaniaga BERHAD 1.67 11.98
Duopharma Biotech Bhd 1.29 8.28
Y.S.P.Southeast Asia Holding 0.29 3.68
Imexpharm Pharmaceutical Jsc 1.28 13.35
Marksans Pharma Ltd 3.18 11.32
Caplin Point Laboratories 5.3 17.81
Granules India Ltd 5.86 12.7
Innova Captab Ltd 1.72 17.33
Senores Pharmaceuticals Ltd 1.46 18.19
Simple Average 245 12.74

Source: Bloomberg, Companies, BIMB Securities

Table 3: Local Peers Company Comparison

Company Market Cap 5-yr avg. Business Overview

(RM mn) Historical PE (x)

Pharma is an integrated pharmaceutical group involved in manufacturing, logistics and
distribution of pharmaceutical and medical products across Malaysia and Indonesia. Its
portfolio includes generic medicines, and selected biopharmaceutical initiatives, supplying
more than 800 product SKUs to healthcare institutions through its nationwide logistics
Pharmaniaga Berhad 1,606 13 network. The group operates the MOH logistics and distribution concession under the APPL
framework, which currently runs until June 2030. Pharma also operates Malaysia’s first
COVID-19 vaccine fill-and-finish facility and has been positioning itself as a regional halal
pharmaceutical player. Following losses linked to pandemic-related inventory adjustments,
the group returned to profitability in 2024 supported by working capital improvements and
operational efficiency.

Duopharma is a pharmaceutical manufacturer focused on the development, production
and marketing of generic medicines, biosimilars and selected consumer healthcare
products. Its product portfolio spans key therapeutic areas including cardiovascular,
diabetes, anti-infectives, oncology and vaccines, serving both public and private healthcare
markets. The group is a regular supplier to the MOH while also expanding its private
1,289 15 healthcare presence through branded generics and OTC products such as Champs and
Flavettes. Duopharma has also invested in biologics and biosimilars manufacturing

Duopharma Biotech
Berhad

capabilities, positioning itself to benefit from rising demand for more affordable complex
therapies. Supported by a strong balance sheet and established manufacturing base, its
growth will depend on biosimilar commercialisation, export expansion and managing
pricing pressure in the domestic generics market.
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Y.S.P. Southeast Asia
Holding Bhd

292

12

strengths in veterinary and traditional medicine segments.

YSPSAH is a pharmaceutical manufacturer and distributor with a diversified portfolio
spanning human pharmaceuticals, veterinary products, traditional medicines and health
supplements. The group markets more than 500 products across Malaysia and over 20
export markets, including ASEAN and the Middle East. Compared with peers that rely more
heavily on government tenders, YSPSAH is more skewed toward private healthcare and
export markets, providing greater revenue diversification. Its competitive positioning is
supported by cost-efficient manufacturing, broad formulation capabilities and niche

Source: Bloomberg, Companies, BIMB Securities

Table 4: Peer’s comparison

Mkt cap EPS (sen) PB (x) EBITDAO DIVlde?d yield
Company margin (%) (%)
Price® (RM m) CY26 CY27 CY26 CY27 CY26 CY27
Pharmaniaga BUY 0.37 0.255 1,672 11 1.4 23.8 18.6 35 3.2 14.5 17.4 45 4.7 53 6.8
Duopharma* N/A N/A 1.34 1,289 10.8 11.1 12.4 12.1 1.6 1.5 13.1 12.6 19.9 20.1 33 3.7
YSPSAH* N/A N/A 2.06 292 - - - - - - - - - - - -
Sector Average 1,084 5.9 6.2 18.1 15.4 2.5 24 13.8 15.0 12.2 124 4.3 5.3

Note: ~Closing price as of 16th Mar 2026, *Bloomberg Consensus
Source: Bloomberg, Companies, BIMB Securities
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SWOT Analysis

Table 5: SWOT Analysis

Strengths Weaknesses

National Healthcare Champion with Integrated Value Chain —
Pharma remains one of the few fully integrated Malaysian
pharmaceutical companies spanning R&D, manufacturing, logistics,
distribution, and retail, underpinned by its longstanding concession
with the Ministry of Health (MOH) and strong domestic brand
recognition.

Return to Profitability and Operational Turnaround — Following
losses in 2023, Pharma delivered a net profit in 2024, reflecting
successful cost controls,

improved cash flows.

working capital optimisation, and

Halal Pharma Market Leadership and Regulatory Compliance —
With 201 halal-certified products and focus on Syariah-compliant
production, Pharma is aligned with Malaysia’s goal of becoming a
global halal pharma hub, supported by strict adherence to GMP, ISO
and ABAC certifications across sites.

New Product Pipelines and Vaccine Localisation — The company
has successfully commercialised new drugs (44 new registrations in
2024) and is progressing vaccine production via its fill-and-finish
plant, with ambitions to support national pandemic readiness.

Digitalisation and Automation Push — Initiatives such as Al-driven
inventory systems, QR labelling, and Industry 4.0 upgrades have
enhanced transparency and reduced leakages, supporting both ESG
and operational KPIs.

Localisation of Critical Medicines and Vaccines — Pharma’s
development of local insulin manufacturing capabilities and prior
experience in vaccine fill-and-finish position the Group to

potentially benefit from government initiatives supporting
pharmaceutical self-sufficiency, import substitution and supply

chain resilience.

ESG Integration and Green Financing Potential — Solar PV
installation at six sites, ABAC certification across 13 facilities, and 4-
star FTSE4Good score open doors to ESG-linked loans and index
inclusion by sustainability-focused funds.

Halal Export Expansion into OIC and ASEAN Markets — Pharma’s
unique halal positioning can support expansion into underserved
Muslim-majority nations seeking quality, certified generics. This
includes North Africa, Gulf, and Southeast Asia, leveraging its halal
track record and partnerships.

Public-Private Healthcare Synergies via DRG & MHIT — As Malaysia
transitions toward Diagnosis Related Group (DRG)-based hospital
payments and MyHealth Information Technology (MHIT)
implementation, Pharma can supply digital-ready medicines, e-
labelling, and digital health solutions to support reform.

NIMP 2030 & Budget 2026 Catalysts — The Group’s strategic
direction is broadly aligned with national industrial and healthcare
resilience initiatives, including the New Industrial Master Plan
(NIMP) 2030, which prioritises the development of pharmaceutical
and medical device manufacturing.

Opportunities Threats

Overdependence on Government Contracts — At least 50% of
revenue continues to stem from MOH supply contracts, exposing
Pharma to political, price control, and contract renewal risks.

Weak Private Market & Export Traction — Revenue from the private
and international segments remains small and lumpy, with limited
brand penetration overseas and strong generic competition in
Malaysia.

Incomplete ESG Target Attainment — Carbon emissions reduction
only at4.17% (vs 15% target by 2025), and scope 3 emissions remain
unmeasured. No net-zero or SBTi roadmap disclosed to date.

Contract Renewal and Policy Risk — The MOH concession ends in
June 2030, with potential changes in delivery model (open tender,
PPP, or outsourcing). Any unfavourable restructuring could reduce
volume certainty and margin stability.

APl and Raw Material Price Volatility — Continued global supply
chain fragmentation, reliance on imported APIs (especially from
China and India), and weakening MYR could inflate input costs.

Generic Price Compression and Private Sector Stagnation — A
saturated domestic generic market with low brand loyalty and
price-driven buying behaviour weakens Pharma’s ability to
command premium margins, especially in retail chains.

Climate Disclosure and Compliance Pressure — Bursa Malaysia’s
enhanced Sustainability Reporting Framework, phased in from
2025, requires more comprehensive TCFD-aligned climate
disclosures including Scope 1 and Scope 2 emissions reporting,
which could increase compliance costs and potentially weigh on ESG
ratings.

Cybersecurity Gaps with Increased Digitalisation — As Pharma
expands digital systems for pharmacy logistics and internal
automation, cyber threats (ransomware, data breaches) and third-
party vulnerabilities pose rising operational risk.
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ESG Highlights

ESG Exposure and Score. Pharmaniaga Berhad demonstrates a credible and evolving ESG
commitment as one of Malaysia’s largest listed pharmaceutical companies. Its
sustainability strategy is grounded in a multi-phase roadmap aligned with the United
Nations SDGs and the Malaysia—UN Cooperation Framework (CF2 2026—2030). The Group
achieved a 4-star (** * *) FTSE4Good ESG rating in 2024 and have submitted its first
Communication on Progress (CoP) under the UN Global Compact Malaysia and Brunei
Membership. Key milestones also include a 4.17% reduction in GHG emissions (vs. 2019
baseline), conversion of 5.72 tonnes of scheduled waste into alternative material, and
recycling of 712.3 metric tonnes of general waste. Its six-site solar PV project, launched
with Cenergi SEA, underscores its growing transition to renewable energy. Pharma’s ESG
governance is institutionalised across all subsidiaries through the Sustainability
Management Committee (SMC), with oversight from the Board Sustainability Committee
and integration into Enterprise Risk Management. Its commitment to ethical practices is
evidenced by 7 subsidiaries certified under ISO 37001:2016 Anti-Bribery Management
System and zero confirmed incidents of corruption.

Sustainability as a Growth Enabler. Pharma’s ESG pillars are tightly woven into its product
innovation, public health mission, and operational excellence. The Group’s launch of
Malaysia’s first locally owned biopharmaceutical plant with capacity for 30mn insulin
cartridges and 25mn pre-filled syringes marks a strategic leap in national healthcare
resilience. Its Access to Medicine (ATM) initiatives target halal-certified and affordable
drugs for underserved communities, expanding reach to over 595 products across
Malaysia, Indonesia, and developing markets. Socially, Pharma maintains 99.8% local
hiring, records zero human rights violations, and achieves high customer satisfaction
(>94%) across key government and private channels. Meanwhile, its governance
framework features an embedded whistleblowing platform, anti-bribery risk assessments
(87% operations covered), and mandatory annual integrity training. Notably, digitalisation
initiatives like E-labelling (RM324,000 in cost savings) and the implementation of real-
time supply chain and pharmacy management systems have enhanced operational
transparency and resource efficiency.

Our ESG Scoring. Based on its expanding scope of disclosures, strong public health
orientation, and clear ESG-linked strategic execution, we assign Pharma an ESG rating of
4.2/5.0, categorising it as “Best.” The company’s transition to sustainable pharma
manufacturing. particularly in insulin localisation and green operations, positions it well
for ESG-conscious investors and policymakers alike, with upside as disclosures mature and
energy targets scale.

Pharmaniaga’s ESG Rating BIMB’s ESG Rating Guide
Weight (%) ESG Rating Ratings

Environment 33.3 15 45-5.0 Excellent

Social 33.3 13 40-44 Best
3.0-3.9 Good

Governance 333 13 2.0-209 Fair

SUM 100.0 4.2 1.0-1.9 Poor

Source: Company, BIMB Securities Source: Company, BIMB Securities
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Income Statement

FYE Dec (RM mn) 2024 2025A 2026F 2027F 2028F
Turnover 3,759.5 3,927.8 4,117.6 4,447.1 4,758.4
Operating costs (3,454.2) (3,758.0) (3,932.4) (4,238.0) (4,525.2)
EBITDA 305.3 169.7 185.3 209.0 233.2
Depreciation & amortisation (41.4) (39.3) (39.4) (38.9) (38.8)
EBIT 263.9 130.4 145.9 170.1 194.4
Interest income 23 5.7 4.6 5.0 5.5
Interest expense (72.0) (61.3) (45.5) (41.0) (41.0)
Exceptional items (94.9) 0.0 0.0 0.0 0.0
Pretax profit 194.2 74.7 105.0 134.1 159.0
Core PBT 99.3 74.7 105.0 134.1 159.0
Tax expense (60.4) (24.1) (31.5) (40.2) (47.7)
PATAMI 131.8 48.5 70.2 89.7 106.3
Core PATAMI 36.9 48.5 70.2 89.7 106.3

Balance Sheet

FYE Dec (RM mn) 2024 2025A 2026F 2027F 2028F
Non-Current Asset 788.0 782.6 773.2 769.3 768.5

Current Asset 1,204.3 1,464.3 1,393.4 1,503.7 1,612.5
Total Asset 1,992.3 2,246.8 2,166.6 2,273.0 2,381.1
Non-Current Liabilities 185.2 176.6 176.6 176.6 176.6

Current Liabilities 1,953.1 1,611.1 1,506.5 1,581.8 1,653.0
Total Liabilities 2,138.3 1,787.7 1,683.1 1,758.4 1,829.6
Total Equity (145.9) 459.2 483.5 514.6 551.5

Total liabilities & equity 1,992.3 2,246.8 2,166.6 2,273.0 2,381.1
Cash Flow

FYE Dec (RM mn) 2024 2025A 2026F 2027F 2028F
Cash flow from operating activities (CFO) 42.7 (17.7) 140.3 145.4 166.4

Cash flow from investing activities (CFl) (45.6) (180.2) (30.0) (35.0) (38.0)

Cash flow from financing activities (CFF) 22.1 164.6 (90.1) (98.7) (109.8)
Net change in cash & cash equivalent 19.2 (33.3) 20.3 11.7 18.6

Source: Company, BIMB Securities
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DEFINITION OF RATINGS
BIMB Securities uses the following rating system:

STOCK RECOMMENDATION

BUY Total return (price appreciation plus dividend yield) is expected to exceed 10% in the next 12 months.

TRADING BUY Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain.

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

TAKE PROFIT Target price has been attained. Fundamentals remain intact. Look to accumulate at lower levels.

TRADING SELL Share price may fall by more than 15% in the next 3 months.

SELL Share price may fall by more than 10% over the next 12 months.

NOT RATED Stock is not within regular research coverage.

SECTOR RECOMMENDATION

OVERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to outperform the relevant primary market index

over the next 12 months

NEUTRAL The Industry as defined by the analyst’s coverage universe, is expected to perform in line with the relevant primary market
index over the next 12 months

UNDERWEIGHT  The Industry as defined by the analyst’s coverage universe, is expected to underperform the relevant primary market index
over the next 12 months

Applicability of ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are
only applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry
investment ratings as we do not actively follow developments in these companies.

Disclaimer

This report has been prepared for information and educational purposes only and are not recommendation or endorsement to sell or
solicitation to buy any securities, subscription of financial products or otherwise to be taken as investment advice of any form or kind and
neither should be relied upon as such. The information herein was obtained or derived from publicly available information, internally developed
data and other sources believed to be reliable. Whilst all reasonable care has been taken to ensure that all information and data are accurate
and the opinions are fair and reasonable, we do not represent or warrant their accuracy, timeliness, completeness and currentness or
applicability of such information for any particular purpose. The investments advice or idea discussed or recommended in this report may not
be suitable for all investors. Any recommendation presented in this report is general in nature and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person who may read this report. The investors are advised
to conduct own research and seek independent professional advice prior to taking any investment or investment related decisions. The
directors and employees of BIMB Securities Sdn Bhd and BIMB Group of Company may from time to time have a position in either the securities
mentioned or may provide services to any company and affiliates of such companies whose securities are mentioned herein. BIMB Securities
Sdn Bhd and BIMB Group of Company accept no liability for any direct, indirect or consequential losses, claims and damages arising from any
use of this report. BIMB Securities does not have a financial interest in the securities or other capital market products of the subject
company(ies) covered in this report. Unless stated otherwise, BIMB Securities is not a market maker in the securities or other capital market
products of the subject company(ies) covered in this report. BIMB Securities did not receive compensation for corporate finance services from
the subject company(ies) in the past 12 months. BIMB Securities 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. The analyst(s) who prepared this
research report is/are prohibited from receiving any compensation, incentive or bonus based on specific transactions or for providing a specific
recommendation for, or view of, a particular company.
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