
RAFFLES Medical Group has outperformed
the healthcare service provider sector this
year, and is up by about 30 per cent over the
past year as of mid-last week.

It was Singapore’s first healthcare services
provider to go public. At that time, in 1997,
the only other major player was Parkway
Holdings, which was far larger in size and
used to have property assets.

Through the years, the company has done
well for its shareholders. Without counting
dividends, Raffles Medical’s total return,
tracked monthly, from end-June 1997 to
end-March 2014 was 350 per cent, or over 9
per cent a year.

Zoom in on the last 10 years and the num-
bers look more impressive – end-April 2004
to end-March 2014 total price returns are 830
per cent, or more than 25 per cent a year.

Raffles Medical started out as a takeover of
two central business district clinics in 1976. It
took on its current name in 1980, based on
Raffles Institution, the alma mater of found-
ing partners Loo Choon Yong and Alfred Loh.

The healthcare group grew over time, add-
ing dental services, laboratory and radiology
services, a day surgery centre, and its first
overseas clinic in Hong Kong in 1995. Raffles
Hospital was developed in the late 1990s and
began operations in 2001.

Today, in addition to the hospital, Raffles
Medical has 74 clinics in Singapore, three
medical centres in Hong Kong, and one in
Shanghai.

In 2013, revenue grew over 9 per cent to
hit $341 million due to more specialist ser-
vices provided, more patients, higher contri-
butions from overseas units and growth in its
health insurance line.

Net profit was about $85 million, or about
$61 million after stripping out the gains from

the sale of the Thong Sia Building in Orchard.
Without the gains, core net profit grew about
15 per cent year on year.

The company has essentially two main seg-
ments: healthcare services, which bring in a
third of revenue, and hospital services, which
bring in two-thirds.

Hospital services refer to the group’s provi-
sion of specialised medical services, the run-
ning of Raffles Hospital, and its medical lab
and imaging centre.

The segment reported nearly $220 million
in revenue last year after adjusting for in-
ter-segment revenue. It is also growing fast,
with double digit percentage growth rates in
the last three years.

Healthcare services contributed more than
$120 million in revenue last year.

The segment includes the company’s medi-
cal clinics, many of which are located in shop-
ping malls and provide family medicine ser-
vices, dental services, check-ups and others.

Revenue from providing health insurance,
trading in pharmaceutical and nutraceutical
products and diagnostic equipment, and pro-
vision of management and consultancy ser-
vices, also falls under this segment.

Most analysts are positive on the compa-
ny, though a couple are turning cautious after
a strong run-up in its shares.

A Bloomberg search last Thursday turned
up eight “buys”, three “holds” and one “sell”.

OCBC Investment Research was among
the “buys”, projecting 12 per cent core profit
after tax and minority interest growth for this
year and the next. Its target price of $3.90
was based on 30 times blended 2014 and
2015 earnings.

However, key risks cited include further de-
preciation of the Indonesian rupiah. This
would hit the spending power of Indonesians,
an important source of foreign healthcare pa-
tients for Raffles Medical, it said.

By DAVID TAN
INDIA and Indonesia are of-
ten seen as the weakest links
of the major Asian countries
in terms of fundamentals.

Both countries experi-
enced deteriorating current
account and fiscal balances
last year, which was exacer-
bated by the impact of quan-
titative easing tapering.

As a result, the Indian ru-
pee lost 11 per cent against
the US dollar in 2013 while
the Indonesian rupiah de-
clined by 19.5 per cent.

Neither currency has yet
recovered these losses de-
spite some gains over the
year-to-date period.

The Indonesian local
bond market also suffered
from significant capital out-

flows last year (down 13 per
cent in Indian depositary re-
ceipt terms), given large for-
eign holdings of local sover-
eign bonds.

Given improvements in
valuations and some poten-
tial turnaround signs ahead,
we have been turning more
positive on the sovereign
bonds and currencies of
both India and Indonesia
over the past few months.

This is due to proactive
measures taken by both the
Indian and Indonesian au-
thorities that have supported
recent improvements in
their current account balanc-
es.

In the recent election in
India, favoured Bharatiya Ja-
nata Party (BJP) won 282 out

of 543 seats, achieving the
first single-party majority in
30 years.

This bodes well for the
ability of the government to
put through the necessary re-
forms that are supportive of
long-term sustainable
growth.

In Indonesia, we are look-
ing for a “market-friendly”
result at the upcoming elec-
tions on Wednesday. Howev-
er, as the outcome of the elec-

tions remains fluid, we con-
tinue to monitor develop-
ments closely and will adjust
our positioning accordingly.

While gross domestic
product growth has weak-
ened from the heady 6-plus
per cent levels in 2011, it re-
mains positive in the range
of 4.5 to 5.5 per cent.

India and Indonesia have
investment-grade sovereign
ratings by Moody’s and
Fitch, and attractive

two-year yields of 8.2 per
cent and 7.3 per cent, respec-
tively.

While the high yields are
partly a consequence of high
inflation, we are comfortable
with the recent measures of
the central banks in manag-
ing inflation.

So with the year-to-date
rally in government bond
yields in PIGS (Portugal, Ita-
ly, Greece and Spain) econo-
mies, which still suffer from

structurally weak growth
prospects, high unemploy-
ment and still-large govern-
ment deficits, we believe
that India and Indonesia sov-
ereign bonds are an interest-
ing alternative opportunity
that offers attractive carry
and currency appreciation
potential.

The writer is chief
investment officer, fixed

income Asia Pacific, at
Allianz Global Investors

THE largest healthcare services company in

the Singapore market is IHH Healthcare Ber-

had, the healthcare arm of Malaysia’s sover-

eign wealth fund Khazanah Nasional. It runs

more than 30 hospitals.

The company is listed in Singapore and

Kuala Lumpur. It was one of the world’s larg-

est initial public offerings in 2012. In Singa-

pore, IHH operates the Mount Elizabeth and

Gleneagles hospitals. The Gleneagles brand is

also in Brunei, Malaysia and India. The com-

pany also operates Pantai hospitals in Malay-

sia and Acibadem hospitals in Turkey.

A major component of IHH is Parkway

Holdings, which it took over in 2010. Park-

way was a major property player before it di-

versified into healthcare. It already owned

the Gleneagles Hospital in Singapore. It

bought Mount Elizabeth Hospital and East

Shore Hospital (now Parkway East) in the

mid-1990s. Parkway then became a pure

healthcare play after selling other assets,

such as Marine Parade’s Parkway Parade

mall.

Other major components in IHH are Malay-

sia’s Pantai Holdings and Turkey’s Acibadem

Holding, which IHH has an indirect 60 per

cent stake in. Two smaller entities in IHH are

IMU Health, which operates Malaysia’s Inter-

national Medical University, and Parkwaylife

Reit, which IHH owns 35.8 per cent of. The

Reit is a vehicle which IHH can use to unlock

the value of its hospital assets by selling them

to investors.

IHH also owns 10.8 per cent of India’s larg-

est private healthcare provider by operation-

al beds, Apollo Hospitals. Investors can find

the value of IHH’s stake in Apollo under “oth-

er financial assets” on its balance sheet.

IHH made RM6.8 billion (S$2.6 billion) in

revenue last year. Net profit for shareholders

was RM631 million. The largest segment is
Parkway Pantai, which brought in almost
RM4 billion in revenue last year.

Excluding a sale of medical suites in 2012
that boosted revenue and earnings that year,
resulting in a high base for comparison, Park-
way Pantai’s revenues grew 13 per cent last
year compared to the year before. Ebitda, or
earnings before interest, taxes, depreciation
and amortisation, grew 32 per cent to almost
a billion ringgit.

Strong growth was driven by higher inpa-
tient admissions and day cases, combined
with higher prices charged and the handling
of more complex cases. The numbers are in-
teresting as they also give an idea of how fast
fees are rising. Each inpatient admission in
Singapore now brings in RM21,395, up 5.7
per cent from a year ago. The number of pa-
tients is growing at more than 7 per cent a
year for both Singapore and Malaysia hospi-
tals under the segment.

There are more inpatient admissions for
the Malaysian hospitals – about 170,000 last
year compared to 60,000 in Singapore. How-
ever, revenue per inpatient admission in Ma-
laysia was about RM4,500. Revenue intensity
per Malaysian patient has increased 6.5 per
cent compared to a year ago, though.

The second largest segment, Acibadem,
brought in about RM2.6 billion in revenue
last year, and about RM460 million of Ebitda.
Inpatient admissions grew almost 7 per cent,
in part due to newly opened hospitals.

Average revenue per inpatient admission
was up about 4 per cent to RM9,263, which
places Acibadem somewhere between Malay-
sia and Singapore in terms of healthcare
costs for patients. Ebitda margins are lower
for Acibadem, at around 18 per cent, com-
pared to Parkway Pantai’s 25 per cent.

At earnings per share of 7.78 sen, IHH is
trading at around 54 times historical earn-
ings, and 46 times forward earnings. This
means investors are pricing in growth that is
much faster than Raffles Medical, which is
trading at 26 times historical earnings and
about 31 times forward earnings, according
to Bloomberg last week.

In February’s selldown, IHH fell to around
RM3.50 a share, or 45 times earnings. By
comparison, IHH’s IPO price was RM2.80. It
traded at above RM4.20 last year. Prices in
the last few months have recovered above
2013 highs. The company’s dividend policy,
announced at end-February, is to pay out at
least a fifth of its profits after tax and minority
interests. Its first dividend for the year 2013
was two sen a share, giving a yield of about
0.5 per cent.
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With Asia’s ageing population and growing middle-class incomes, the healthcare
sector is a popular place for investors to park their money. In Singapore, the

healthcare sector gets one of the highest valuations. According to the Industrial
Classification Benchmark (ICB), the healthcare sector here has an average
forward price to earnings (PE) ratio of 24. By contrast, the average forward

PE for all sectors is 16. Today, we introduce the two biggest companies
in the healthcare service space in Singapore, IHH and Raffles

Medical Group, reports CAI HAOXIANG
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Forex and sovereign debt of India and Indonesia vs PIGS

India Baa3/BBB-/BBB- 8.69% -13 8.24% 4.6% -1.9%

Indonesia Baa3/BB+/BBB- 8.11% -35 7.27% 5.2% -3.2%

Portugal Ba2/BB/BB+ 3.48% -265 0.89% 1.2% 0.2%

Italy Baa2/BBB/BBB+ 2.91% -121 0.66% -0.5% 1.4%

Greece Caa3/B-/B 5.88% -254 n/a -0.9% 0.8% (Dec 31, ‘13)

Spain Baa2/BBB/BBB+ 2.72% -143 0.61% 0.5% 0.4%

Source: Bloomberg, Allianz Global Investors
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India and Indonesia
government bonds
look attractive

Staying in the pink

IHH made RM6.8 billion
(S$2.6 billion) in
revenue last year. Net
profit for shareholders
was RM631 million.

Hospital comforts: In Singapore, IHH operates the Mount Elizabeth and Gleneagles
hospitals, including the Mount Elizabeth Novena Hospital (pictured). The company also
operates Pantai hospitals in Malaysia and Acibadem hospitals in Turkey. PHOTO: BLOOMBERG

Vibrant pulse: Raffles Medical’s total return, tracked monthly, from end-June 1997 to
end-March 2014 was 350 per cent, or over 9 per cent a year. PHOTO: BLOOMBERG

In sickness and in health

IHH Healthcare 2012  13,651 1.67 45 (est) 0.46%

Raffles Medical 1997  2,277 4.05 32 (est) 1.23%

Intl Healthway* 2013  473 0.29 NM 0.00%

Cordlife Group 2012  312 1.18 26 (est) 1.70%

Q&M Dental Group 2009  272 0.45 41 (est) 2.89%

Healthway Medical* 2008  147 0.063 4.7 0.00%

Health Management Intl 1999  107 0.186 21.9 0.00%

Singapore Medical Group* 2009  44 0.196 NA 0.00%

Asiamedic* 1987  29 0.087 435 0.00%

Pacific Healthcare^ 2005  26 0.046 NA 0.00%

Source: Compiled from Bloomberg, SGX, June 29, 2014*Catalist  ^SGX Watchlist
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Healthcare providers on SGX

IHH Healthcare makes its mark
in Malaysia, Singapore

Raffles Medical Group’s hale and hearty 2014 report
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