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First look

Raffles Medical (RMG) delivered good 2Q09 results, with 13.8% net profit growth,
in line with our above-consensus forecasts. While its operations were affected

FIRST LOOK

slightly by the H1N1 virus — with increased operating costs and a 7% decline in Q209 Results
local patient volumes at its hospital, we believe its primary care network continues First Look is the analyst's preliminary
to show resilience with 12% top-line growth. Foreign patient volumes also interpretation of the results

announcement. Our recommendation
and earnings estimates are not being
changed in this report. Any formal

increased 13% y-y, across a diversified market. We reiterate our BUY rating.

Earnings vs our forecast IN LINE changes to our recommendation or
Likely impact: earnings estimates will be made in a
- - subsequent report, which may differ
Earnings estimates NO CHANGE from the preliminary views expressed in
Dividend estimates NO CHANGE this report.
Recommendation NO CHANGE
Price target NO CHANGE Cl?smg price on 24 Jul S$1.06
Long-term view CONFIRMED Price target S$1.30

Key financials & valuations

Steady gI'OWth (l l) 31 Dec (S$mn) FYO8 FYO9F FY1OF FY11F
Revenue 200.8 2204 246.3 282.2
1 0, . 0,
® RMG posted 2Q09 net profit growth of 13.8% (1H09: 20%), largely Reported net profit 313 357 424 521
in line with our full-year forecast of 14.0% and above consensus Normalised net profit 313 357 424 521
forecast of 6.0%. Revenues grew 6.5% y-y, on the back of strong Normalised EPS (S$) 0060  0.067 0.079  0.098
- . . . Norm. EPS growth (%) 26.8 12.0 18.8 22.9
0,
_12.3./0 growth in its healthcar_e services segment (vyhlch co_mprlses Norm. PIE () 177 1ss 133 109
its primary care network and insurance arm). Hospital services EV/EBITDA (%) 1.8 102 8.3 6.4
revenue growth remains muted at 4.8% y-y. Price/book (x) 2.5 2.3 2.0 1.8
Dividend yield (%) 2.4 2.8 2.8 3.2
® According to management, patient load at Raffles Hospital ROE (%) 148 154 166 182
increased 5% y-y, driven by 13% growth in foreign patient volumes Net debt/equity (%) net cash net cash net cash net cash
. i . Earnings revisions

across a dlve.rsn‘led ma}rket. On the other hand, local patient . Previous norm. net profit w7 a4 521
volumes declined 7% likely due to fears of the HIN1 pandemic. Change from previous (%) na na na
Management highlighted that the decline is probably not due to Previous norm. EPS (S$) 0.067  0.079  0.098

locals switching to subsidised care, as public hospitals too Source: Company, Nomura estmates

witnessed a similar decline in volumes. Management also guided

. ) ‘ Share price relative to MSCI Singapore
that patient flows have since recovered this month.

(S$) — Price .
® Having opened three clinics this year, management believes the 140 Rel MSCI Singapore o
group will continue to expand its primary care network, with a 120 120
target of five clinics per year on average. While management is 100 ‘ iég
aware of the intensifying competition in this space, it continues to 2'22 \_ . ,v—""“‘/”" 90
be positive on increasing its patient base in this fragmented market 0'40 ' gg
through its integrated approach to healthcare. I EEEEEEEER
3 98%5% 335 588 5 & 5
® Management also highlighted that its hospital has the potential to T 802483 ¢8= ;‘m = im -
increase its capacity by adding two additional floors to its existing Absolute (S$) 93 152 452
building. In the near term, it could relocate its corporate offices to Absolute (US$) 103 191 516
increase bed capacity, if demand rises. We note that it is currently Relative to Index @0 (22 (60
ting 200 beds of the 380 registered beds Market cap (USSm) L7
operating 9 ' Estimated free float (%) 49.4
. . . . 52-week range (S$) 1.21/0.55
o
We relterat.e OLfr BQY rating on the_ stock., with a price targe.t of a.mih avg daily turmover (USSmn) 0.3
S$1.30, which implies 23% potential upside. We peg our price Stock borrowability Easy
target to 16.4x FY10E P/E, which is within the mean of RMG’s Major shareholders (%)
historical trading range. Loo Choon Yong 40.2
Temasek Holdings 4.9

Source: Company, Nomura estimates

Any authors named on this report are research analysts unless otherwise indicated.
See the important disclosures and analyst certifications on pages 3 to 6.
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Exhibit 1. Raffles Medical: 2Q09 results

(S$mn) 2Q08 1Q09 2Q09 Chg (y-y %) Chg (g-g %) Remarks

Revenue 50.6 51.0 53.9 6.5 5.7  Healthcare segment: 12.3% y-y
Hospital segment: 4.8% y-y

EBIT 9.8 9.7 11.0 11.7 13.6

Net profit 7.7 7.8 8.8 13.8 12.4  1HO09: 46% of full-year forecast (1Q is
traditionally a weak quarter).

Diluted EPS 1.47 1.49 1.68 13.5 111

Source: Company data, Nomura research

Exhibit 2. Key cost items

(S$mn) 2008 1Q09 2Q09 Remarks
Inventory & Consumables (22.7) (5.4) (6.4)

% of revenue 11.3% 10.6% 11.9% Increased expenses on account of precautionary measures

against HIN1 virus.
Staff costs (98) (24.9) (25.5)

% of revenue 49.0% 48.9% 47.3% Variable component of 30%; cushioned by Job Credit

reimbursement of S$700,000.
Operating lease expenses (4.5) (1.2) (1.4)

% of revenue 2.2% 2.4% 2.6% Slight increase in rental expenses, as the group expands its
primary care network amid the recession to lock-in low
rentals.

Purchased & contracted services (12.9) (3.8) (4.2)

% of revenue 6.4% 7.5% 7.8% Slight increase due to higher insurance claims at its

insurance arm.
Other operating expenses (16.1) (3.9 (3.4)

% of revenue 8.0% 7.7% 6.4% Reduction in insurance commission expenses paid to

brokers.
Allowance for doubtful receivables (1.3) (0.3) (0.3)

% of revenue 0.63% 0.61% 0.58% Superior credit quality with most outstanding receivables

from MNCs and government agencies.

Source: Company data, Nomura research

Exhibit 3. RMG — quarterly revenue trend Exhibit 4. RMG — quarterly profitability trend
(S$mn) mmmm Quarterly revenue (LHS) (%) (S$mn) mmmm Quarterly net profit (LHS) (%)
56 - — an g-q ((RI?ESS)) _ 30 10 - EBIT margin (RHS) - 25
6 y-y 9 - N
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44 4 T T T T T - (5) 0 - T T T T T -0
1Q08 2Q08 3Q08 4Q08 1Q09  2Q09 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09
Y-Y revenue growth has slowed in tandem with the economy; Uptrend in operating margins driven by operating leverage.

g-q growth picked up in 2Q09 from 1Q seasonal effects and
continued growth in its defensive primary healthcare.

Source: Company data Source: Company data
Key risks to our price target: 1) escalation of HLIN1 virus which could impede patient

flows, as patients may postpone elective procedures to avoid visiting hospitals; 2)
regulatory risks in Singapore; and 3) ability to attract and retain medical professionals.
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ANALYST CERTIFICATIONS

Each of the research analysts referenced on the cover page or in connection with the section of this
research report for which he or she is responsible hereby certifies that all of the views expressed in this
report accurately reflect his or her personal views about any and all of the subject securities or issuers
discussed herein. In addition, each of the research analysts referenced on the cover page or in
connection with the section of this research report for which he or she is responsible hereby certifies
that no part of his or her compensation was, is, or will be, directly or indirectly related to the specific
recommendations or views that he or she has expressed in this research report, nor is it tied to any
specific investment banking transactions performed by Nomura Securities International, Inc., Nomura
International plc or by any other Nomura Group company or affiliates thereof.

ISSUER SPECIFIC REGULATORY DISCLOSURES

Issuer Ticker Price Closing Price Date Rating Disclosures
(as at last close)

Raffles Medical RFMD SP Buy

Previous Ratings

Issuer Previous Rating Date of change

Raffles Medical No Rating 03 Mar 2009

Three-year stock price and rating history
Not Available for Raffles Medical

Online availability of research and additional conflict-of-interest disclosures:

Nomura Japanese Equity Research is available electronically for clients in the US on NOMURA.COM,
REUTERS, BLOOMBERG and THOMSON ONE ANALYTICS. For clients in Europe, Japan and
elsewhere in Asia it is available on NOMURA.COM, REUTERS and BLOOMBERG.

Important disclosures may be accessed through the left hand side of the Nomura Disclosure web page
http://www.nomura.com/research or requested from Nomura Securities International, Inc., on 1-877-
865-5752. If you have any difficulties with the website, please email
researchchannelsupport@nomura.co.uk 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.

Distribution of Ratings:

Nomura Global Equity Research has 1613 companies under coverage.

36% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as
a Buy rating; 33% 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; 61% of companies with this rating are investment banking clients of the Nomura
Group*.

21% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified
as a Sell rating; 6% of companies with this rating are investment banking clients of the Nomura Group*.
As at 30 June 2009.

*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 price target 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 "1", or "Buy", indicates that the analyst expects the stock to outperform the Benchmark
over the next 12 months.

« A rating of "2", or "Neutral", indicates that the analyst expects the stock to perform in line with the
Benchmark over the next 12 months.

« A rating of "3", or "Reduce", indicates that the analyst expects the stock to underperform the
Benchmark over the next 12 months.

« A rating of "RS-Rating 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 company.
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Benchmarks are as follows: United States: S&P 500, MSCI World Technology Hardware & Equipment;
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://www.nomura.com/research); Global Emerging Markets (ex-Asia): MSCI Emerging Markets ex-
Asia.

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 (Price
Target — Current Price) / Current Price, subject to limited management discretion. In most cases, the
Price Target 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 "RS" or "Rating 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.

« Stocks labelled as "Not rated" or shown as "No rating" are not in Nomura's regular research
coverage.

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.

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:

« Arating 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.
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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.

Price targets

Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The
achievement of any price target 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.

DISCLAIMERS

This publication contains material that has been prepared by the Nomura entity identified on the banner
at the top or the bottom of page 1 herein and, if applicable, with the contributions of one or more
Nomura entities whose employees and their respective affiliations are specified on page 1 herein or
elsewhere identified in the publication. Affiliates and subsidiaries of Nomura Holdings, Inc. (collectively,
the "Nomura Group"), include: Nomura Securities Co., Ltd. ("NSC") Tokyo, Japan; Nomura
International plc, United Kingdom; Nomura Securities International, Inc. ("NSI"), New York, NY;
Nomura International (Hong Kong) Ltd., Hong Kong; Nomura Singapore Ltd., Singapore; Nomura
Australia Ltd., Australia; P.T. Nomura Indonesia, Indonesia; Nomura Malaysia Sdn. Bhd., Malaysia;
Nomura International (Hong Kong) Ltd., Taipei Branch, Taiwan; Nomura International (Hong Kong) Ltd.,
Seoul Branch, Korea; Nomura Financial Advisory and Securities (India) Private Limited, Mumbai, India
(Registered Address: 2nd Floor, Ballard House, Adi Marzban Path, Ballard Pier, Fort, Mumbai, 400
001; SEBI Registration No:- BSE INB011299030, NSE INB231299034, INF231299034).

This material is: (i) for your private information, and we are not soliciting any action based upon it; (ii)
not to be construed as an offer to sell or a solicitation of an offer to buy any security in any jurisdiction
where such offer or solicitation would be illegal; and (iii) based upon information that we consider
reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as
such.

Opinions expressed are current opinions as of the original publication date appearing on this material
only and the information, including the opinions contained herein, are subject to change without notice.
If and as applicable, NSl's investment banking relationships, investment banking and non-investment
banking compensation and securities ownership (identified in this report as "Disclosures Required in
the United States"), if any, are specified in disclaimers and related disclosures in this report. In addition,
other members of the Nomura Group may from time to time perform investment banking or other
services (including acting as advisor, manager or lender) for, or solicit investment banking or other
business from, companies mentioned herein. Further, the Nomura Group, and/or its officers, directors
and employees, including persons, without limitation, involved in the preparation or issuance of this
material may, to the extent permitted by applicable law and/or regulation, have long or short positions
in, and buy or sell, the securities (including ownership by NSI, referenced above), or derivatives
(including options) thereof, of companies mentioned herein, or related securities or derivatives. In
addition, the Nomura Group, excluding NSI, may act as a market maker and principal, willing to buy
and sell certain of the securities of companies mentioned herein. Further, the Nomura Group may buy
and sell certain of the securities of companies mentioned herein, as agent for its clients.

Investors should consider this report as only a single factor in making their investment decision and, as
such, the report should not be viewed as identifying or suggesting all risks, direct or indirect, that may
be associated with any investment decision.

NSC and other non-US members of the Nomura Group (i.e., excluding NSI), their officers, directors
and employees may, to the extent it relates to non-US issuers and is permitted by applicable law, have
acted upon or used this material prior to, or immediately following, its publication.

Foreign currency-denominated securities are subject to fluctuations in exchange rates that could have
an adverse effect on the value or price of, or income derived from, the investment. In addition,
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investors in securities such as ADRs, the values of which are influenced by foreign currencies,
effectively assume currency risk.

The securities described herein may not have been registered under the U.S. Securities Act of 1933,
and, in such case, may not be offered or sold in the United States or to U.S. persons unless they have
been registered under such Act, or except in compliance with an exemption from the registration
requirements of such Act. Unless governing law permits otherwise, you must contact a Nomura entity
in your home jurisdiction if you want to use our services in effecting a transaction in the securities
mentioned in this material.

This publication has been approved for distribution in the United Kingdom and European Union as
investment research by Nomura International plc (“"NIPIc"), which is authorised and regulated by the
U.K. Financial Services Authority ("FSA") and is a member of the London Stock Exchange. It does not
constitute a personal recommendation, as defined by the FSA, or take into account the particular
investment objectives, financial situations, or needs of individual investors. It is intended only for
investors who are "eligible counterparties" or "professional clients" as defined by the FSA, and may not,
therefore, be redistributed to retail clients as defined by the FSA. This publication may be distributed in
Germany via Nomura Bank (Deutschland) GmbH, which is authorised and regulated in Germany by the
Federal Financial Supervisory Authority ("BaFin"). This publication has been approved by Nomura
International (Hong Kong) Ltd. ("NIHK"), which is regulated by the Hong Kong Securities and Futures
Commission, for distribution in Hong Kong by NIHK. Neither NIPIc nor NIHK hold an Australian
financial services licence as both are exempt from the requirement to hold this license in respect of the
financial services either provides. This publication has also been approved for distribution in Malaysia
by Nomura Malaysia Sdn. Bhd. In Singapore, this publication has been distributed by Nomura
Singapore Limited (“NSL”). NSL accepts legal responsibility for the content of this publication, where it
concerns securities, futures and foreign exchange, issued by its foreign affiliate in respect of recipients
who are not accredited, expert or institutional investors as defined by the Securities and Futures Act
(Chapter 289). Recipients of this publication may contact NSL in respect of matters arising from, or in
connection with, this publication. NSI accepts responsibility for the contents of this material when
distributed in the United States.

No part of this material may be (i) copied, photocopied, or duplicated in any form, by any means, or (ii)
redistributed without the prior written consent of the Nomura Group member identified in the banner on
page 1 of this report. Further information on any of the securities mentioned herein may be obtained
upon request. If this publication has been distributed by electronic transmission, such as e-mail, then
such transmission cannot be guaranteed to be secure or error-free as information could be intercepted,
corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not
accept liability for any errors or omissions in the contents of this publication, which may arise as a
result of electronic transmission. If verification is required, please request a hard-copy version.
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NIPIc and other Nomura Group entities manage conflicts identified through the following: their Chinese
Wall, confidentiality and independence policies, maintenance of a Stop List and a Watch List, personal
account dealing rules, policies and procedures for managing conflicts of interest arising from the
allocation and pricing of securities and impartial investment research and disclosure to clients via client
documentation.
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