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   RESULTS FIRST LOOK  

   

Raffles Medical’s 2Q10 results are in-line with our estimates – 2Q net profit grew 20% (vs. full year forecast of 19%) 
and seasonally-weak 1H10 net profit met 44% of FY10F forecast. The group announced that it is adding an additional 
~100,000 sq ft of space (+33% of existing) at its flagship hospital at a cost of S$80-100mn. We view this expansion 
positively as it allows the group to expand its outpatient services, positioning it to meet the growing demand from 
foreign patients going forward. Maintain BUY. 
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2Q results in-line, hospital expansion underway 
•    Earnings vs. our Forecast: IN LINE 

Likely Impact: 

•    Earnings Estimates: NO CHANGE 

•    Dividend Estimates: NO CHANGE 

•    Price Target: NO CHANGE 

•    Long-term View: CONFIRMED 
 
2Q10 results in-line. While 2Q revenue growth of 8.7% did not outperform our expectations, continued operating efficiencies 
ensured strong earnings growth of 20% y-y. In particular, staff cost escalation has been contained – 2Q staff cost accounts for 
47.4% of revenue (vs. 49.2% in 1Q). Foreign patient growth has not been as strong compared to pre-crisis but management 
expects stronger growth at its primary network in the next six months, with increased corporate contract volume in step with 
the economic recovery in Singapore.  

Hospital expansion to grow outpatient services. The group has received URA approval to build an additional 102,408 sq ft 
(+33% of existing) of space at its flagship hospital at a total cost of S$80~100mn, fully funded by net cash of S$62mn and 
operating cashflow of S$10m/quarter. Detailed construction plans and use of space have not been finalized. Management's 
priority is to add more sub-specialties to offer a wider range of outpatient services, rather than to boost inpatient beds. We 
view this positively as we believe there is more scope to increase revenue intensity by targeting the higher-end of the medical 
tourism market as compared to playing the volume game when there is additional capacity of private beds coming on stream 
in 2011/12. 

New Medical Centre in Shanghai. The group has also opened its first medical centre in Xuhui District, Shanghai in June on a 
management contract. Occupying 30,000 sq ft of space, the medical centre offers GP, dental services, Japanese clinic, 
among others. The target market is largely the expat population, including Singaporeans working in Shanghai. While it is 
unlikely to contribute significantly to the bottom-line given the nature of management contracts, we view it as a brand-building 
effort which could be a start to a hospital project in the future. 

Maintain BUY. While Raffles is now trading at 21x/18x FY10/11F P/E (above historical mean), we believe the valuation 
premium is justified in view of its strong growth potential underscored by the recent hospital buyout activities and its EPS 
CAGR of 18.5% over 2009-12F. Management maintains its annual dividend guidance of 3 cents despite the incremental capex 
given its strong balance sheet.  
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Revenue 
  

54  
 

56 
 

59 
 

248 
     

Operating Cost 
  

(43) 
 

(45)
 

(46)
 

(194)
Inventories + consumables 
used 

  
(6.4) 

 
(6)

 
(7)

 
(28)

% Revenue 11.9% 11.4% 11.4% 11.2%

Staff costs 
  

(25.5) 
 

(28)
 

(28)
 

(117)
% Revenue 47.3% 49.2% 47.4% 47.3%

Operating lease expenses 
  

(1.4) 
 

(1)
 

(1)
 

(5)
% Revenue 2.6% 2.4% 2.3% 2.2%

Purchased & contracted 
services 

  
(4.2) 

 
(4)

 
(4)

 
(18)

% Revenue 7.8% 6.8% 7.4% 7.3%
Other operating expenses ex-
bad debt 

  
(3.4) 

 
(4)

 
(4)

 
(17)

% Revenue 6.4% 6.9% 6.1% 7.0%
Allowance for doubtful 
receivable  

  
(0.3) 

 
(0)

 
(0)

 
(1)

% Revenue 0.58% 0.60% 0.75% 0.51%

Depreciation/amortization 
  

(2) 
 

(2)
 

(2)
 

(7)
     
Core EBIT  11 11 13 54
Core EBIT margin 20.3% 19.8% 21.8% 21.7%
Core EBITDA 13 13 14 61
Core EBITDA margin 23.5% 22.8% 24.7% 24.5%
     
Net earnings 8.8 9.1 10.6 44.9

y-y%  
 

16.4 
 

20.3 
 

18.6 
Source: Company data, Nomura estimates 

  

Valuation Methodology and Investment Risks: We value Raffles Medical based on 21x FY10F P/E, which is at a mean relative P/E 
discount to Parkway’s core P/E of 25x. Our price target of S$1.95 is derived after adding an estimated net cash/share of S$0.15 (Dec 10F). 
We believe an earnings-based methodology reflects the company’s strong growth profile, backed by our estimated DCF-based intrinsic 
value range of S$1.89~2.89/share. Key risks to our call: 1) the group’s ability to attract and retain medical professionals; 2) regulatory risks in 
Singapore  

Note: Ratings and Price Targets are as of the date of the most recently published report (http://www.nomura.com/research) rather than the 
date of this email. 
  
Results First Look is the analyst's preliminary interpretation of the results announcement. Our recommendation and earnings estimates are 
not beingchanged in this report. Any formal changes to our recommendation or earnings estimates will be made in a subsequent report, 
which may differ from the preliminary views expressed in this report. 
   

   

AnalystCertification: 
We, Jit Soon Lim and Yuan Yiu Tsai, hereby certify (1) that the views expressed in this research email accurately reflect our personal views 
about any or all of the subject securities or issuers referred to in this email and (2) no part of our compensation was, is or will be directly or 
indirectly related to the specific recommendations or views expressed in this email 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. 
  
  
Mentioned Stocks:  
  
Mentioned Company Ticker Price Price Date Stock Rating Disclosures 
Parkway Hdgs PWAY SP SGD 3.88   23 Jul 2010 Neutral  
Raffles Med ical Sgd0.10 RFMD SP SGD 1.83   23 Jul 2010 Buy  
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ISSUER SPECIFIC REGULATORY DISCLOSURES 
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 
researchportal@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 1,842 companies under coverage. 
50% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 37% of companies with 
this rating are investment banking clients of the Nomura Group*. 
36% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 47% of companies 
with this rating are investment banking clients of the Nomura Group*. 
13% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 3% of companies 
with this rating are investment banking clients of the Nomura Group*. 
As at 30 Jun 2010. 
  
*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. 

Benchmarksare 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, 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 (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 rating of "1", or "Buy" recommendation indicates that potential upside is 15% or more. 
• A rating of "2", or "Neutral" recommendation indicates that potential upside is less than 15% or downside is less than 5%. 
• A rating of "3", or "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 labeled 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 
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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: 

Stockrecommendations 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 rating of "1", or "Strong buy" recommendation indicates that upside is more than 20%. 
• A rating of "2", or "Buy" recommendation indicates that upside is between 10% and 20%. 
• A rating of "3", or "Neutral" recommendation indicates that upside or downside is less than 10%. 
• A rating of "4", or "Reduce" recommendation indicates that downside is between 10% and 20%. 
• A rating of "5", or "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. 
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that we consider reliable. NOMURA GROUP DOES NOT WARRANT OR REPRESENT THAT THE PUBLICATION IS ACCURATE, 
COMPLETE, RELIABLE, FIT FOR ANY PARTICULAR PURPOSE OR MERCHANTABLE AND DOES NOT ACCEPT LIABILITY FOR ANY 
ACT (OR DECISION NOT TO ACT) RESULTING FROM USE OF THIS PUBLICATION AND RELATED DATA. TO THE MAXIMUM 
EXTENT PERMISSIBLE ALL WARRANTIES AND OTHER ASSURANCES BY NOMURA GROUP ARE HEREBY EXCLUDED AND 
NOMURA GROUP SHALL HAVE NO LIABILITY FOR THE USE, MISUSE, OR DISTRIBUTION OF THIS INFORMATION. 

Opinions expressed are current opinions as of the original publication date appearing on this material only and the information, including the 
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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, 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 
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