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Raffles Medical 3QFY11 results in line with expectations 
Raffles Medical posted a 10.3% y-y increase in 3QFY11 profits to 
S$11.8mn on the back of a 13.5% y-y rise in 3QFY11 revenues. 
Revenue growth was driven by higher patient load, higher pricing and 
increased patient acuity.  

On the cost side, the company is experiencing some cost pressures. In 
particular, staff costs, which make up ~60% of its total cost base, 
increased by 14.4% y-y in 3QFY11, faster than revenue growth. This is 
due to an increase in wages and expansion in headcount. 

What do the results mean? 
The results are in line with our expectations and those of consensus. We 
believe that the company will continue to do well as a rapidly aging 
population continues to underpin demand for healthcare, while demand 
from medical tourists remain strong. Its planned expansion will put it in a 
favourable position to capture the growth in healthcare demand. 

Any change in guidance? 
The company has guided that it will be relocating its admin staff to free 
up 15,000 sq ft of space for other revenue-generating activities. This 
extra space is expected to last it for one year and will tie in well with its 
capacity expansion at Thong Sia building, which is expected to 
commence operations in 1HFY13.  

The company has also guided that the extension of Raffles Hospital will 
most likely be completed in FY14. We had originally expected this to 
complete in FY13 and help alleviate potential capacity constraints.  

Separately, the company indicated that despite the economic 
uncertainties, they are still seeing double-digit growth in medical tourists. 

Likely stock reaction 
We believe the market reaction to this set of results will be largely neutral 
as the results are in line with expectations and those of consensus.  

Valuations 
Raffles Medical continues to trade at reasonable valuations of 19.9/16.1x 
FY12/13 earnings, while providing a 1.6% dividend yield. We continue to 
like the company and we maintain our BUY rating.  
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Fig. 1:  Results breakdown 
 

Source: Company, Nomura research 

 

 

 

 

 

 

 

 

 

 

Q3FY11 Q3FY10 Change 9MFY11 9MFY10 Change

S$'000 S$'000 % S$'000 S$'000 %

Revenue 69,099 60,862 13.5% 200,495 175,634 14.2%

Other operating income - - - 7 161 -95.7%

Inventories and consumables used (8,332) (7,007) 18.9% (23,417) (20,046) 16.8%

Purchased and contracted services (5,014) (4,168) 20.3% (15,112) (12,341) 22.5%

Staff costs (33,363) (29,158) 14.4% (96,735) (84,570) 14.4%

Depreciation of property, plant and equipment (1,828) (1,684) 8.6% (5,674) (5,070) 11.9%

Operating lease expenses (1,413) (1,483) -4.7% (4,291) (4,158) 3.2%

Other operating expenses (4,694) (4,260) 10.2% (13,670) (12,466) 9.7%

Profit from operating activities 14,455 13,102 10.3% 41,603 37,144 12.0%

Finance income 0 95 -100.0% 174 260 -33.1%

Finance expenses (76) (72) 5.6% (188) (206) -8.7%

Profit before income tax 14,379 13,125 9.6% 41,589 37,198 11.8%

Income tax expense (2,548) (2,394) 6.4% (7,513) (6,743) 11.4%

Profit for the period 11,831 10,731 10.3% 34,076 30,455 11.9%

Attributable to:

Owners of the company 11,790 10,676 10.4% 33,899 30,308 11.8%

Non-controlling interests 41 55 -25.5% 177 147 20.4%

Profit for the period 11,831 10,731 10.3% 34,076 30,455 11.9%
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Analyst Certification 

I, Jit Soon Lim, hereby certify (1) that the views expressed in this Research report accurately reflect my personal views about 
any or all of the subject securities or issuers referred to in this Research report, (2) no part of my compensation was, is or will be 
directly or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of my 
compensation is tied to any specific investment banking transactions performed by Nomura Securities International, Inc., 
Nomura International plc or any other Nomura Group company. 

 

Issuer Specific Regulatory Disclosures 
Mentioned companies 
  
Issuer name Ticker Price Price date Stock rating Sector rating Disclosures 
Raffles Medical  RFMD SP  SGD 2.25  31-Oct-2011  Buy  Not rated    
 

Previous Rating 
  
Issuer name Previous Rating Date of change 
Raffles Medical  Not Rated  03-Mar-2009  
 

 

Raffles Medical (RFMD SP) SGD 2.25 (31-Oct-2011)  
Rating and target price chart (three year history) 
 

Buy (Sector rating: Not rated) 

Date  Rating  Target price  Closing price  
14-Oct-2011 2.64 2.26 
25-Oct-2010 2.52 2.21 
26-Apr-2010 1.95 1.71 
26-Jan-2010 1.66 1.35 
05-Nov-2009 1.58 1.35 
30-Jun-2009 1.30 0.95 
03-Mar-2009 1.07 0.73 
03-Mar-2009 Buy 0.73 

 

For explanation of ratings refer to the stock rating keys located after chart(s) 
 

Valuation Methodology We value Raffles Medical based on 23.3x P/E, a mean relative P/E discount (20%) to Parkway’s take-
out P/E of 29x. We base our 12-month TP of SGD 2.64 on FY12F EPS of SGD0.113. 
Risks that may impede the achievement of the target price Key risks to our call: 1) the group’s ability to attract and retain 
medical professionals; and 2) regulatory risks in Singapore; and 3) drop off in number of medical tourists. 
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page http://go.nomuranow.com/research/globalresearchportal or requested from Nomura Securities International, Inc., on 1-877-865-5752. If you 
have any difficulties with the website, please email grpsupport-eu@nomura.com for technical assistance. 
  
The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a 
portion of which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are 
not registered/qualified as research analysts under FINRA/NYSE rules, may not be associated persons of NSI, and may not be subject to 
FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public appearances, and trading securities held 
by a research analyst account. 
  
Industry Specialists identified in some Nomura International plc research reports are employees within the Firm who are responsible for the 
sales and trading effort in the sector for which they have coverage. Industry Specialists do not contribute in any manner to the content of 
research reports in which their names appear. Marketing Analysts identified in some Nomura research reports are research analysts employed 
by Nomura International plc who are primarily responsible for marketing Nomura’s Equity Research product in the sector for which they have 
coverage. Marketing Analysts may also contribute to research reports in which their names appear and publish research on their sector. 
  
Distribution of ratings (US) 
The distribution of all ratings published by Nomura US Equity Research is as follows: 
39% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 8% of companies with this 
rating are investment banking clients of the Nomura Group*. 
54% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 3% of companies with this 
rating are investment banking clients of the Nomura Group*.  
7% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 0% of companies with this 
rating are investment banking clients of the Nomura Group*. 
As at 30 September 2011. *The Nomura Group as defined in the Disclaimer section at the end of this report. 
  
Distribution of ratings (Global) 
The distribution of all ratings published by Nomura Global Equity Research is as follows: 
49% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 41% of companies with this 
rating are investment banking clients of the Nomura Group*. 
41% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 50% of companies with 
this rating are investment banking clients of the Nomura Group*.  
10% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 20% of companies with 
this rating are investment banking clients of the Nomura Group*. 
As at 30 September 2011. *The Nomura Group as defined in the Disclaimer section at the end of this report. 
  
Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America for 
ratings published from 27 October 2008 
The rating system is a relative system indicating expected performance against a specific benchmark identified for each individual stock. 
Analysts may also indicate absolute upside to target price defined as (fair value - current price)/current price, subject to limited management 
discretion. In most cases, the fair value will equal the analyst's assessment of the current intrinsic fair value of the stock using an appropriate 
valuation methodology such as discounted cash flow or multiple analysis, etc. 
 
STOCKS 
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral', 
indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce', indicates that 
the analyst expects the stock to underperform the Benchmark over the next 12 months. A rating of 'Suspended', indicates that the rating, target 
price and estimates have been suspended temporarily to comply with applicable regulations and/or firm policies in certain circumstances 
including, but not limited to, when Nomura is acting in an advisory capacity in a merger or strategic transaction involving the company. 
Benchmarks are as follows: United States/Europe: Please see valuation methodologies for explanations of relevant benchmarks for stocks 
(accessible through the left hand side of the Nomura Disclosure web page: http://go.nomuranow.com/research/globalresearchportal);Global 
Emerging Markets (ex-Asia): MSCI Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A 'Neutral' stance, 
indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish' stance, indicates that 
the analyst expects the sector to underperform the Benchmark during the next 12 months. 
Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging Markets (ex-Asia): MSCI Emerging 
Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published from 
30 October 2008 and in Japan from 6 January 2009 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Target Price - Current Price) / Current Price, 
subject to limited management discretion. In most cases, the Target Price will equal the analyst's 12-month intrinsic valuation of the stock, 
based on an appropriate valuation methodology such as discounted cash flow, multiple analysis, etc. 
A 'Buy' recommendation indicates that potential upside is 15% or more. A 'Neutral' recommendation indicates that potential upside is less than 
15% or downside is less than 5%. A 'Reduce' recommendation indicates that potential downside is 5% or more. A rating of 'Suspended' 
indicates that the rating and target price have been suspended temporarily to comply with applicable regulations and/or firm policies in certain 
circumstances including when Nomura is acting in an advisory capacity in a merger or strategic transaction involving the subject company. 
Securities and/or companies that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage of the Nomura entity 
identified in the top banner. Investors should not expect continuing or additional information from Nomura relating to such securities and/or 
companies. 
 
SECTORS 
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A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive 
absolute recommendation. A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks 
under coverage is) a neutral absolute recommendation. A 'Bearish' rating means most stocks in the sector have (or the weighted average 
recommendation of the stocks under coverage is) a negative absolute recommendation. 
  
Explanation of Nomura's equity research rating system in Japan published prior to 6 January 2009 (and ratings in 
Europe, Middle East and Africa, US and Latin America published prior to 27 October 2008) 
STOCKS 
A rating of '1' or 'Strong buy', indicates that the analyst expects the stock to outperform the Benchmark by 15% or more over the next six 
months. A rating of '2' or 'Buy', indicates that the analyst expects the stock to outperform the Benchmark by 5% or more but less than 15% over 
the next six months. A rating of '3' or 'Neutral', indicates that the analyst expects the stock to either outperform or underperform the Benchmark 
by less than 5% over the next six months. A rating of '4' or 'Reduce', indicates that the analyst expects the stock to underperform the 
Benchmark by 5% or more but less than 15% over the next six months. A rating of '5' or 'Sell', indicates that the analyst expects the stock to 
underperform the Benchmark by 15% or more over the next six months. 
Stocks labeled 'Not rated' or shown as 'No rating' are not in Nomura's regular research coverage. Nomura might not publish additional 
research reports concerning this company, and it undertakes no obligation to update the analysis, estimates, projections, conclusions or other 
information contained herein. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next six months. A 'Neutral' stance, 
indicates that the analyst expects the sector to perform in line with the Benchmark during the next six months. A 'Bearish' stance, indicates that 
the analyst expects the sector to underperform the Benchmark during the next six months. 
Benchmarks are as follows: Japan: TOPIX; United States: S&P 500, MSCI World Technology Hardware & Equipment; Europe, by sector - 
Hardware/Semiconductors: FTSE W Europe IT Hardware; Telecoms: FTSE W Europe Business Services; Business Services: FTSE W Europe; 
Auto & Components: FTSE W Europe Auto & Parts; Communications equipment: FTSE W Europe IT Hardware; Ecology Focus: Bloomberg 
World Energy Alternate Sources; Global Emerging Markets: MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published prior 
to 30 October 2008 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair Value - Current Price)/Current Price, 
subject to limited management discretion. In most cases, the Fair Value will equal the analyst's assessment of the current intrinsic fair value of 
the stock using an appropriate valuation methodology such as Discounted Cash Flow or Multiple analysis etc. However, if the analyst doesn't 
think the market will revalue the stock over the specified time horizon due to a lack of events or catalysts, then the fair value may differ from the 
intrinsic fair value. In most cases, therefore, our recommendation is an assessment of the difference between current market price and our 
estimate of current intrinsic fair value. Recommendations are set with a 6-12 month horizon unless specified otherwise. Accordingly, within this 
horizon, price volatility may cause the actual upside or downside based on the prevailing market price to differ from the upside or downside 
implied by the recommendation. 
A 'Strong buy' recommendation indicates that upside is more than 20%. A 'Buy' recommendation indicates that upside is between 10% and 
20%. A 'Neutral' recommendation indicates that upside or downside is less than 10%. A 'Reduce' recommendation indicates that downside is 
between 10% and 20%. A 'Sell' recommendation indicates that downside is more than 20%. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive 
absolute recommendation. A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks 
under coverage is) a neutral absolute recommendation. A 'Bearish' rating means most stocks in the sector have (or the weighted average 
recommendation of the stocks under coverage is) a negative absolute recommendation. 
  
Target Price 
A Target Price, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any target price may be 
impeded by general market and macroeconomic trends, and by other risks related to the company or the market, and may not occur if the 
company's earnings differ from estimates.  
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