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SMALL/MID CAP HIGHLIGHTS BUY

Singapore Medical Group (SMG SP) (Maintained)

2022: Cured Of COVID-18, Potential Takeover Target Share Price $$0.305
SMG announced a record-high PATMI of S$$15.6m (+78.8% yoy), beating 2 9° 'rice R0
expectations. Recovery in demand for the diagnostic and aesthetics segment drove JPside +73.8%
earnings past pre-pandemic levels. The reopening of international borders will also  (Previous TP: 530.430)

help the foreign patient load to recover, which historically contributed 13-20% of
annual revenue. The group continues to make Inroads In overseas growth and iIs
focused on key vertical acquisitions. Maintain BUY wath a higher PE-based target Ran L HERSC LION

- Singapore Medical Group Is a private
Prce ok 33023 specialist and healthcare provider with a
2021 RESULTS network of more than 20 medical specialties.
Year to 31 Dec (S$m) 2021 yoy % chg 2H21 yoy % chg hoh % chg The group has more than 27 clinics
Hanana - 100 & 155 540 TR 30 strategically located across Singapore with
Gross Profit 4473 16 4 o9 (] 07 (1.3 operations in Vietnam and Indonesia.

Groes Mangin (o) 454 0 .Sppts 4510 I Bppts) RS Wiy

Frofit to Owners 1560 o 5.4 od b 1) STOCK DATA

Met Margin (%) 125 DOppis. 148 U.oppts. dppts)  GICS sector Health Care

Soiree: S, UCE Ry iak Bloomberg ticker: SMG SP

RESULTS =hares 1ssued (m); 486.3

+ Recovered from COVID-19, beating expectations. Singapore Medical Group (SMG) Market cap (S§my 148.3
reported record-high revenue (+15.5% yoy, +6.5% yoy vs 2019) and net profit (+78.8% yoy, Market cap (US3$ mj: 108.8
+14 3% yoy vs 2019) for 2021, forming 103.0% and 112.1% of our full-year estimates  3-mth avg tover (USE m): 0.1

respectively. A final dividend of 0.65 5 cents (0.4 S cents in 2020) was declared along with a

. _ _ _ _ Price Performance (%o)
special dvidend of 0.25 S cents, implying a payout ratio of 25% of 2021°s earnings.

A 2-week highflov =30 .395/580.290

*» Organic growth dnven by diagnostic and aesthetics segment. SMG's robust growth In  1mth 3mth 6mth  1yr YTD
2021 was largely contnbuted by the diagnostic and aesthetics (D&A) segment as segmental [ 17 (168 (18.7) 0.0
revenue grew 29.8% yoy and 16.2% yoy as compared with 2019. This is due to stronger Major Shareholders o,
domestic demand for plastic surgery. \"fe reckon that this is due to intemational borders .. . . 79 9
being closed in 2021, resulting in patients tuming to domestic providers. Tony Tan Choon Keat 7 5

s Impressive results despite absence of foreign patients. Accounting for approximately 15-  UrHeng Teck Liang i
20% of SMG's historical annual revenue, SMG suffered from a lack of foreign medical Fv22 NAV/Share (S$) 7 6
patients as international travel remained closed for most of 2021, especially in key markets P29 Net Cash/Share (S$) o

such as Vietham and Indonesia. Despite this, SIMG managed to post robust revenue and
earnings growth for 2021. As Singapore starts reopening its borders through vaccinated pRICE CHART
travel lanes, SMG expects a slow and gradual recovery as medical tourists return.

e S HOAFOET WID AT OROLE T

+ Healthy balance sheet. With strong core business operations cash flows of S324 4m, the $oie e S e 2o
group improved its net cash position to $322.9m (2020: S$15.3m). Gearing ratio also fell to b
2.2% from 6.4% in 2020. Ve reckon that the group i in strong position to continue Hs 040

organic growth in Singapore as well as to expand in overseas markets which management 100

has earmarked as SMG’s next revenue growth driver. 0

KEY FINANCIALS el .
Yearto 31 Dec (S$m) 2020 2021 2022F 2023F 2024F il |
et tumoner a7 1007 111 116 2] 15

EBITDA 14 2 24 25 25 1n| Wllmﬂ'imi' \
Cperating prafit 11 13 20 22 25 5

Met profit (rep fact.) 9 16 18 14 21 0

MEt [:]r[]flt IIEi[jjjl 12 d E; 18 19 E[:] Mar21 Mayzl  Jol2l Sep21 N2l Jan 22 Marz
EPS (S cert) 24 3.2 3.8 4.0 4.7

PE 60 125 g 4 g IB 7.2 Source Bloomberg

P 1.0 0.9 0.3 07 0.7

EV/EBITDA At 5 4 5 4 4 4.3 ANALYST(S)

Divvidend yield (%) 1.3 2.3 25 7B 78

Net rmargin (%) 10.0 15 5 16.4 16.6 16.9 ';';;';%’;T;E;z"

het debt/ash) to equity (%) (10.8) (13.7) (34 (27 8) (336) dAronauchkavkiancom

Interest cover () fik ] 42 1 187 19 & 51.3 '

HUE () 3.0 .7 10.4 10.2 4.9

S OUtCE; SMG, Bloomberny, LB Kay Hian

Refer to last page for important disclosures.
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STOCK IMPACT

¢ Potential acquisition target. |In Mar 22, Singapore Q&G, a listed obstetrics and qu
gynaecology (O&G) company on SGX, recelved a voluntary unconditional takeover offer from 2

a vehicle wholly-owned by Dymon Asia Private Equity (SE Asia) ll. Singapore O&G provides 70
healthcare services In Singapore and Malaysia, specifically i1n paediatncs, cancer-related
general surgery, dermatology and O&G, similar to SMG. The cash offer of $30.295 a share 15
(about 16x 2021 PE) implies a 15.7% and 11.3% premium over Singapore O&G's last closing
prce and a six-month volume welghted average price respectively. Armed with a healthy
balance sheet and strong operating segments, we view SMG as an attractive potential 5
acquisition target given that SMG Is trading at 9.4x 2021 PE and 8. 1x 2022F PE respectively,
undervalued as compared with similar SGX listed peers average (17.9x 2021 PE and 14.0x
2022F PE respectively).

EARNINGS REVISION/RISK

e [ncrease our 2022 and 2023 earnings estimates while adding our 2024 estimate, on the
back of a full recovery from COVID-19. We now estimate 2022-24 earnings at S$18.2m
(S$16.5m), S$19.4m (S$17.2m) and S$20.4m respectively.

VALUATION/RECOMMENDATION

+ Maintain BUY with a higher PE-based target price of S$$0.53 ($$0.48 previously),
pegged to peers’ average of 14.0X 2022F PE.

15

¢ Assuming a potential offer, we think SMG should be valued at a premium or at least on par

with peers’ average, diven Iits expansion In high-growth markets, such as Vietham's
aesthetics clinics, telemedicine through HiDoc, as well as solid organic growth initiatives from

the addition of medical specialists. 8
¢ The stock Is currently trading at an attractive 8.1x 2022F PE.

SHARE PRICE CATALYST

¢ Recovery In foreign patient load.
¢ Earnings-accretive M&As.

¢ Stronger traction in high-growth markets, such as Vietnam.

PEER COMPARISON
Trading Price @ Target Market — ------memmmeeeeee- R

Company Ticker Curr{lcy) Rec 8-Mar-22 (lcy) Price(lcy) Cap (USSm) 2021{(x 2022 (x)
Raffles Medical RFMD SP 5% HOLD 1.16 1.34 1,985 29.7 30.0
Talkmed TKMED SP 5% NR 0.40 n.a. 383 20.8 n.a.
Q & M Dental QNM SP S9 NR 0.51 n.a. 348 15.6 14.0
Singapore O&G S0G 5P S9 NR 0.30 n.a. 103 16.8 n.a.
Asian Healthcare AHSP SP S9 NR 0.16 n.a. 67 16.7 n.a.
He Surgical HSP 3P 55 NR 0.48 na. 92 n.a. na.
Average (Excl RFMD) 179 14.0
Singapore Medical Group  SMG SP S$ BUY 0.31 0.23 108 9.4 8.1

source: UOB way Hian, Bloomberg

Refer to last page for important disclosures.
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19

2023 (x)

32.2
n.a.
12.6
n.a.

n.a.
.4,

12.6
7.6

Thursday, 10 March 2022

il

source UOB Kay Hian, Bloomberg
SG’S HISTORICAL FORWARD PIB

20

source OB Kay Hian Bloomberg

PIB
2022 (x)
¥,
n.d.
4.4

n.a.
n.a.
0:3;

SMG’S HISTORICAL FORWARD PE

4

Yield
2022 (%)

22

n.a.
1.1
n.a.
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PROFIT & LOSS BALANCE SHEET
Yearto 31 Dec (S$m) 2021 2022F 2023F 2024F  Yearto 31 Dec (S%m) 2021 2022F 2023F 2024F
Net tumover 100.8 110.7 116.3 121.0 Fixed asets s 5.8 5.6 48
EBITDA 0.8 240 24 6 253 Other LT assets 157 1 1571 1571 157 1
Deprec. aamot. 3.1 35 2 2 CashisT imestment ks 423 03,3 FoF
—BIT 176 205 218 23] Othercumrent sesets 9.2 11.4 11.9 123
Associate contnbutions 04 04 04 04 Total assets 201.7 2176 2334 2000
Met Interast INCo mefexpense) 1.0 1.4 0.4 i) 4) =1 debt 15 1.0 1.0 1D
Pre-tax profit 18.1 21.0 224 236 Othercurrent lighilities 24 3 261 6.3 264
Tanx 2. 4] 12.7) 129 G LT debt 8% 22 22 gt
hAnorities 1.1 1.1 1) 1.1} Other LT liabilities i s1s 5.6 s1s!
Net profit 15.6 18.2 19.4 20.4 Shareholders' equity 1679 1825 195.0 2143
Minarity interest 1.4 1.3 1.2 1A
Total liahilities & equity 2017 217.6 2334 250.0
CASH FLOW KEY METRICS
Year to 31 Dec (S$m) 2021 2022F 2023F 2024F  Yearto 31 Dec (") 2021 2022F 2023F 2024F
Operating 24.5 20.8 218 22.5 Profitability
Fre-tax profit 1581 21.0 22 4 236 EBITDA margin 206 2.7 211 209
Tanx 12.0) 127 2.5 (3. 1) F re-tax margin 179 19.0 193 195
Deprec. & amor, 5.4 35 25 2 et margin 155 164 6.6 164
Azzociates 0 0.0 00 0.0 S OA, 50 5.7 56 55
Working capital changes 1.5 0.5 1)) 1)) HOE 9.7 104 102 99
Mon-cash items 11.4) .0 0.0 0
Cther operating cashflows 0.5 0.0 0.0 (.0 Growth
Investing (9.7) (1.5) (1.5) (1.5) Turnoer 155 4.5 5.0 41
Capex (growth) 13 15 11.5] 1.5 EBITDA 45 4 155 23 3
Invest ments 3.6 .0 0.0 (.0 F re-tax profit B 1.3 0.5 ok
Proceads from sale of assels .0 .0 0.0 (1.0 et profit Fo8 6.4 0.5 ays
Cthers [2.3) 0.0 00 0.0 et profit ) She 16.4 5.5 56
Financing (13.8) (3.6) (3.9) @.1) EES 3] 16.4 55 56
Dividend payments 3.0 15.6) RE) 141
l==ue of shares 0.0} 0.0 0.0 0 Leverage
Proceads from borrawings (.0 2. 2 [ 2] Debt to total capital 2 2] 15 1.7
Loan repayment 111.3) . L) = L) L) Dbt to equity 2 2] 14 1.7
Cthersdnterast paid INs .0 0.0 (1.0 Met debt/icash) to equiby 15,7 1.2 12 .5) 3.6
Net cash inflow (outflow) 1.0 15.7 165 16.9 Interest cover x) 42 1 4. f 495 5
Beginning cash & cash equivalent 255 6.6 423 58.8
Ending cash & cash eguivalent 26 6 423 88 9.7

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This repont 1s prepared by UOB Kay Hian Private Limited ("UOBKH", which is a holder of a captal markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation wath respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by

any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or wviews In the report ("Information™ has been obtained or derived from sources believed by UOBKH to be reliable.
However,  JOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts

no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. JOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of LUOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
iIncluding before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, pefform or provide broking, underwriting, corporate finance-related or other senices for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact wth, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the "Subject Business™; and (4) UOBKH may otherwise have an
interest {including a proprietary interest) in the subject corporation(s) referred to in this repor.

As of the date of this report, no analyst responsible for any of the content in this report has any propnetary position or material interest In
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.5. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to 1.5, rules regarding the preparation of
research reports and the independence of research analysts. This research repont 1s provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to "major LU.5. instiutional investors™ in reliance on the exemption from
registration provided by Rule 15a-6 of the lU.5. Securities Exchange Act of 1934, as amended (the "Exchange Act™. All US persons that
receive this document by way of distribution from or which they regard as being from LIOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any LS. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.5.) Inc ("UOBKHLIS™), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research repont effect any transaction to buy or sell
securtties or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out helow, to the extent that it Is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears In this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority ("FINRA™ and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this repont; (2) the reponrt was produced independently by
him/her; (3) he/she does not carry out, whether for himselffherself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and {(4) he/she has not received and will not receive any
compensation that i1s directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance adwsory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst i1s based upon various factors, including UOBKH's total revenues, a portion of which are
generated from LUOBKH's business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report 1s not intended for distribution, publication to or use by any person or entty who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicahle law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK", which is regulated by the
securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the repont is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(1) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who Is not a professional investor, or institutional investor, JOBKHHK accepts legal responsibility for the contents of the
analyses or reporis only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia ("OJK"). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or repor.
Malaysia VWhere the repont is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reporis are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UODBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This repont i1s distributed In Singapore by UOB Kay Hian Private Limited ("UQOBKH"), which i1s a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the

report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(1) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore

in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who I1s not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This reponrt is distributed in Thailand by UOB Kay Hian Securities { Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authonsed person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the LIK is intended only for institutional clients.

United This reponrt cannot be distributed into the LS. or to any U.S. person or entity except in compliance with applicable U.S.

otates of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.5. person or entity receiving this report and wishing to effect transactions in any securities referred to In

the report should contact UOB Kay Hian {(LUS) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.

hitp:fresearch.uobkayhian.com

RCE Regn. Mo, 1970004474

Refer to last page for important disclosures.




