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COMPANY ALERT
Raffles Medical Group

2Q09 results: decent growth even in diffcult times

Price (SGD) 1.06
Price target (SGD) 0.68
52-week range (SGD) 1.22 - 0.55
Market cap (USDm) 386
Shares outstanding (m) 524.1
Net debt/equity (%) -11.5
Book value/share (SGD) 0.46
Price/book (x) 23
FYE 12/31 2008A 2009E 2010E
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Net Profit 31.6 31.1 34.9
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DB EPS 0.06 0.06 0.07
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PER (x) 185 17.9 15.9
Yield (net) 2.2 2.3 2.6

(%)
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2Q09 results were above expectations. RFMD reported better than ex-
pected 2Q09 results with revenue increasing by 6.5% YoY to S$53.9m on
the back of a strong growth in healthcare services (+12.3% YoY) and stable
growth in hospital services (+4.8% YoY). As a result of improved operating
leverage, earnings grew by 13.8% YoY to S$8.8m in 2Q09. 1H09 earnings
grew by 19.9% YoY to S$16.6m, or around 53% of our FY09 earnings fore-
casts.

H1N1 pandemic is increasing the demand for healthcare services. The
strong growth in healthcare services in the 2Q09 was due to an increase in
patient visits at its Raffles Medical's GP clinics for flu vaccinations and anti-
viral drug Tamiflu. We believe that this trend could continue and increase
the demand for healthcare services in the healthcare sector. The company
can benefit from this trend as it has one of the largest clinic networks in
Singapore and its clinics are all prepared to pandemic cases.

Hospital services continues to see efficiencies despite increased costs
due to H1N1. Despite the increased costs due to temperature screening
and other measures as a result of the HIN1 pandemic, operating expenses
decreased by 10% YoY to S$5.1m as a result of cost cutting measures.
Overall patient volumes at the hospital grew by 5% with pricing staying
relatively flat. Local patient volumes showed a decline in the 2Q09 but were
helped by the continued growth in foreign patient volumes.

Strong cash position and stable dividend. The company has increased
its cash position to S$27.5m from S$17.9m in 2008 and has declared a div-
idend of SGDO0.01/share in 2Q09. Mgmt continues to see a stable growth
in hospital services and strong demand for its healthcare services.

RFMVID 2Q09 results summar

FYE12/3M (SGDm) 2009 2008 ¥YoY 1H09 1HOB Yo¥
Revenue 534 tOE BS% 1048 g0 TO0%
Gross profit 161 152 55% M2 282 106%
Operating profit 11.0 95 1M7% 207 178 155%
Care earnings .o FOO1538% 166 138 199%
Gross margin 298% 301% -089% 287% 28858% 33%
et profit margin 16.3% 152% G9% 158% 141%| 121%
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