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¢ Almost recession-proof. RFMD turned out a stellar performance in FY08 despite
the severity of recent economic conditions that saw tourism arrivals falling. The
group broke new revenue and profit records, testifying to its defensive name in
healthcare and almost recession-proof business.

e Operating efficiency to continue to drive growth. EBITDA margins have been
expanding despite higher staff costs. This suggests still-strong operating efficiencies.
We believe that RFMD will open up its bed capacity to 220 beds by end-FY10 from
200 currently, possibly using up all its available space within three years. With the
variable cost portion not rising significantly, the addition of 20 beds should improve
efficiency. We do not expect major capex in the next three years, as capacity
constraint is not an issue. For FY09-11, higher non-bed-related fee income could
spur margin expansion.

e Higher target price of $$1.04; maintain Outperform. Our target price has been
lifted from S$0.88 to S$1.04, as we roll over to a slightly higher 14x CY10 P/E
(based on payout to cost of equity-derived P/E, from 13x CY09 P/E previously). On
the back of our renewed confidence in the group, backed by a healthy balance sheet
and sustainable earnings, we maintain Outperform.

Financial summary

FYE Dec 2007 2008 2009F 2010F 2011F
Revenue (S$ m) 168.7 200.8 222.8 2554 292.7
EBITDA (S$ m) 317 454 46.6 53.5 60.7
EBITDA margins (%) 18.8% 22.6% 20.9% 21.0% 20.7%
Pretax profit (S$ m) 289 384 39.8 47.0 54.4
Net profit (S$ m) 234 315 35.0 38.4 445
EPS (S cts) 45 6.1 6.8 74 8.6
EPS growth (%) 46.5% 36.7% 10.9% 9.8% 15.9%
PIE (x) 17.7 129 1.7 10.6 9.2
Core EPS (S cts) 6.4 6.1 6.8 74 8.6
Core EPS growth (%) 110.0% (4.7%) 10.9% 9.8% 15.9%
Core P/E (x) 123 12.9 1.7 106 9.2
FD core EPS (S cts) 6.4 6.1 6.8 74 8.6
FD core P/E (x) 12.3 12.9 1.7 106 9.2
Gross DPS (S cts) 25 25 25 25 25
Dividend yield (%) 3.1% 3.2% 3.2% 3.2% 3.2%
P/BV (x) 2.0 1.8 1.7 15 14
ROE (%) 14.9% 14.9% 15.0% 15.0% 15.6%
Net gearing (%) 2.7% N/A N/A N/A N/A
Net cash per share (S$) N/A 0.03 0.06 0.13 0.20
PIFCFE (x) (1.8) 1.3 209 9.1 8.7
EV/EBITDA (x) 13.2 8.6 8.1 6.4 5.0
CIMB/Consensus (x) 1.04 1.05 1.03

Source: Company, CIMB-GK Research, Bloomberg

Price chart Market capitalisation & share price info
Market cap $$409m/US$267m| Share price perf. (%) 1M M 12M
12-mth price range $$1.46/580.55| Relative 322 468 192
3-mth avg daily volume 0.2m| Absolute 145 197 (37.6)
# of shares (m) 518| Major shareholders % held
Est. free float (%) 35.0| Raffles Medical Holdings 33.6
s bl - Conv. secs (m) Dr Loo Choon Yong 9.8
=V i ) TR Conv. price ( ) N/A
Source: Bloomberg Source: Company, CIMB-GK Research, Bloomberg

Please read carefully the important disclosures at the end of this publication.




A defensive business

Almost recession-proof. FY08 performance was stellar despite the severity of recent
economic conditions that saw tourism arrivals falling. The group managed to break new
revenue and profit records, testifying to its defensive name in healthcare and almost
recession-proof business.

RFMD currently has 65 clinics island-wide. It has the largest network of family medicine
and dental clinics, and a database of 1m patients in Singapore alone. Given that visits
to GPs in Singapore are 4.4-5x a year per patient and that specialists only see the
same patients half to one time a year on average, RFMD is right to position itself with
65 clinics island-wide, as these clinics tend to benefit from the most frequent visits. The
family clinics are also able to upstream referrals to its specialist clinics and hospitals.

Figure 1: Average number of visits per patient per year

Visit per patient
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Specialist

(05~ 1x p.a) Intergrated Healthcare services Once a decade

G.P
(4.4x - 5x p.a)

Source: MOH, Company, CIMB-GK Research,

GPs provide referrals, supporting sustainable growth. RFMD’s family clinics ensure
steady medical referrals to its specialist clinics, providing recurring earnings for the
group. The group intends to develop its family medicine clinic network and establish
more satellite medical centres, offering specialist and diagnostic services in Singapore.
It is also exploring ways to increase value-added services in these clinics, outside the
traditional hospital setting.

For example, RFMD is putting more O&G and paediatric medical practices in these
centres that are located in the heartland and high-traffic locations. The group is
recruiting more multi-disciplinary specialists with this expansion in mind. The group’s
Japanese clinics are also seeing more patients from the Japanese community in
Singapore and the region. Other departments such as O&G and spinal surgery are
reaching the necessary critical mass. RFMD’s Chinese Medicine practice in its flagship
hospital has enjoyed tremendous success since its introduction in 2006 with
acupuncture therapy.

Operating efficiency shows no sign of stalling. While most other healthcare
operators manage demand in boom times and resort to cost management in lean times,
RFMD has always been disciplined on the cost side since it started its flagship Raffles
Hospital. We draw comfort from its last set of results which show EBITDA margins
expanding 3.8% pts yoy to 22.6% despite higher staff wages, inventories and
consumable expenses. This suggests still-strong operating efficiencies.

Lease savings key to cost management. Back in 2007, the group entered into a sale
and purchase agreement with CapitaLand to acquire the remaining 50% of Raffles
Hospital for S$66.86m. To fund this purchase, RFMD had placed out 50m new shares
to raise net proceeds of S$63m.

Rental escalation was the motivation behind the group’s move, given that the hospital’s
rental renewal with the old JV was coming due this year. Total rentals saved over FY07-
08 amounted to S$23.2m, after full ownership. That purchase also increased the
group’s flexibility to configure hospital space without the need to obtain consent from
the JV partner.



Figure 2: Operating efficiency improves with lease savings

S$ m, FYE Dec 2005 2006 2007 2008
Revenue Growth (%) 11.3% 18.9% 25.6% 19.0%
% increase in total opex less int & depreciation 11.0% 17.3% 21.8% 13.5%
EBITDA 171 219 317 454
EBITDA Growth (%) 13.1% 27.7% 45.2% 42.9%
Total operating leases 221 21.7 9.8 45
Savings from leasing of Raffles Hospital 179 53

Source: Company, CIMB-GK Research

Figure 3: Cost management is key to operating leverage e.g. removal of rental expense for Raffles
Hospital
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Spare capacity not an issue now. While there are concerns over RFMD’s apparent
low occupancy rates (given that it only operates 200 beds out of a licensed 320), we
beg to differ. We believe that RFMD has the space available in its flagship hospital for
more beds or for conversion into space for clinical operations.

We believe that RFMD will open up its bed capacity to 220 beds by end-FY10, possibly
using up all its available space within three years. With the variable cost portion not
increasing significantly, the addition of 20 beds should improve efficiency. We do not
expect any major capex in the next three years, as capacity constraint is not an issue.

Hospital revenue to expand 10-15% in FY09-10. We believe RFMD’s ability to bolster
margins has not been well appreciated. For FY09-11, higher non-bed-related fee
income could drive margin expansion, from 1) recently initiated customer segmentation
to derive higher revenue from primary healthcare services; and 2) a channelling of
insurance customers to Raffles Hospital, strengthening margins in Hospital Services.
Our hospital growth assumptions of 10-15% for FY09-10 capture this higher non-bed
medical income potential.

Net cash of S$18m. With prudent debt management, RFMD’s borrowing has been
brought down. The group had net cash of S$17.9m in FY08, from net debt of S$5.5m in
FYOQ7. Operating cash flow remained robust at S$40m.

Figure 4: Segmental breakdown

S$ m, FYE Dec 2008 2009F 2010F 2011F
Healthcare Services 81.1 89.2 102.6 112.9
Hospital Services 127.8 1431 164.6 194.2
Investment Holdings 7.9 7.9 8.3 8.7
Eliminations (16.0) (17.4) (20.0) (23.0)
Total revenue 200.8 2228 255.4 292.7
Healthcare Services 75 8.5 10.1 116
Hospital Services 281 286 346 408
Investment Holdings 5.6 5.6 5.6 5.6
Total 41.2 42.7 50.2 58.0

Source: Company, CIMB-GK Research



Figure 6: Sector comparisons

Valuation and recommendation

Re-rating is possible with healthy earnings. RFMD has outperformed the FSSTI by
close to 20% in the last 12 months. Our strategist, Kenneth Ng, believes that the
selection of recovery plays in this cycle will be dictated by P/BV and ROEs. We chart
the relative P/BV (against the market) of the top 40 FSSTI stocks vs. their ROEs. Our
chart suggests that perceived defensive stocks already trade at more expensive P/BV
valuations than can be justified by projected ROEs. While this may be rightly so as
investors pay a premium for earnings visibility, RFMD does not appear overly
expensive, with its defensive business that delivers consistent earnings. Its relative low
P/BV and healthy earnings prospects suggest quick re-rating potential in an upturn.

Higher target price of $$1.04; maintain Outperform. Our target price has been lifted
from S$0.88 to S$1.04, as we roll over to a slightly higher 14x CY10 P/E (based on
payout to cost of equity-derived P/E, from 13x CYQ9 P/E previously). On the back of our
renewed confidence in the group, backed by a healthy balance sheet and sustainable
earnings, we maintain Outperform.

Figure 5: P/BV relative to ROEs
P/BV Rel. to Mkt (x) 4.0 -

STE
35 | . ng

3.0 o SMRT

25 -
¢ SP Ausnet

20 +
¢ SMM

1.5 4

Cosco
1.0
Parkwa
Wheelock Ventu%% STXPO
SingL o AREIT
gLand NOL e * * t % GGR
* Yo o CCT |CAPLCapitaMall Trust ¢
(15) (10) (5) - 5 10 15 20 25
Source: CIMB-GK Research
Target Core 3-yr EPS P/BV ROE Div
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ticker Recom.  (Local) (Local) (US$m) CY2009 CY2010 (%) CY2009 CY2009 CY2009
RFMD SP 0 0.79 1.04 267 1.7 10.6 0.0 1.7 15.0 3.2
PWAY SP 0 1.04 2.30 766 10.2 72 N/A 0.8 10.7 48
BH TB N 19.60 20.50 397 14.0 122 3.1 27 20.0 36
12.0 10.0 1.5 1.7 15.2 3.9

O = Outperform, N = Neutral, U= Underperform, TB = Trading Buy and TS = Trading Sell

Source: Company, CIMB-GK Research

[4]



Financial tables

PROFIT & LOSS

(S$ m, FYE Dec)

Revenue

Operating expenses
EBITDA

Depreciation & amortisation
EBIT

Net interest & invt income
Associates’ contribution
Exceptional items

Others

Pretax profit

Tax

Minority interests

Net profit

Adj. wt. shares (m)

Unadj. year-end shares (m)

BALANCE SHEET

(S$ m, end Dec)

Fixed assets

Intangible assets

Other long-term assets
Total non-current assets
Cash and equivalents
Stocks

Trade debtors

Other current assets
Total current assets
Trade creditors
Short-term borrowings
Other current liabilities
Total current liabilities
Long-term borrowings
Other long-term liabilities
Total long-term liabilities
Shareholders’ funds
Minority interests
NTA/share (S$)

CASH FLOW
(S$ m, FYE Dec)
Pretax profit

Depreciation & non-cash adj.

Working capital changes
Cash tax paid

Others

Cash flow from operations
Capex

Net investments & sale of FA
Others

Cash flow from investing
Debt raised/(repaid)

Equity raised/(repaid)
Dividends paid

Cash interest & others
Cash flow from financing
Change in cash

Change in net cash/(debt)
Ending net cash/(debt)

Source: Company, CIMB-GK Research, Bloomberg
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KEY RATIOS

(FYE Dec)

Revenue growth (%)
EBITDA growth (%)
Pretax margins (%)

Net profit margins (%)
Interest cover (x)
Effective tax rates (%)
Net dividend payout (%)
Debtors turnover (days)
Stock turnover (days)
Creditors turnover (days)

KEY DRIVERS

(FYE Dec)
Beds Opened (Units)
Revenue per patient bed (S$)

2007
25.6
452
171
139
73.1
19.0
56.2
40.0

78
84.1

12M - FORWARD FD CORE P/E (X)

2008
19.0
429
19.1
15.7
62.1
174
410
410

78
90.2

2008
200
2,750

2009F
11.0
2.6
17.8
15.7
89.7
1.7
36.9
428
8.0
89.0

2009F
220
2,774

2010F
14.6
14.9
184
15.0
125.1
18.0
33.6
411
73
87.7

2010F
220
3,181

2011F
14.6
134
18.6
15.2
1776
18.0
29.0
39.4
6.7
87.7

2011F
220
3,645
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This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and
agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to comply with these limitations may
constitute a violation of law. This publication is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied,
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for any purpose without the prior written consent of CIMB.
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covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities.
Further, CIMB, its affiliates and its related companies do and seek to do business with the company(ies) covered in this research report and may from time to time act as
market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and
may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such
investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately reflect the personal views of the analyst(s)
about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation, incentive or bonus
based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company. However, the analyst(s) may receive
compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the
research personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this research
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is,
subject to the duties of confidentiality, available on request.

The term “CIMB” shall denote where applicable the relevant entity distributing the report in that particular jurisdiction where mentioned specifically below shall be a CIMB
Group Sdn Bhd's affiliates, subsidiaries and related companies.

()  Asof 10 March 2009, CIMB has a proprietary position in the following securities in this report:
(@) Raffles Medical Group.

(i) As of 11 March 2009, the analyst, Gary Ng who prepared this report, has an interest in the securities in the following company or companies covered or
recommended in this report;

(@) -

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. This report does not purport
to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any guarantee, representation or warranty, express or
implied, as to the adequacy, accuracy, completeness, reliability or fairess of any such information and opinion contained in this report and accordingly, neither CIMB
nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’ clients generally and
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The
information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities,
related investments or other financial instruments thereof.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment objectives,
financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before
participating in any transaction in respect of the securities of company(ies) covered in this research report. The securities of such company(ies) may not be eligible for
sale in all jurisdictions or to all categories of investors.

Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB-GK Research Pte. Ltd. (“CIMB-GK”) and CIMB-GK notifies each
recipient and each recipient acknowledges that CIMB-GK is exempt from the requirement to hold an Australian financial services licence under the Corporations Act
2001 (Cwilth) in respect of financial services provided to the recipient. CIMB-GK is regulated by the Monetary Authority of Singapore under the laws of Singapore, which
differ from Australian laws. This research is only available in Australia to persons who are “wholesale clients” (within the meaning of the Corporations Act 2001 (Cwith))
and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. This research has been prepared without
taking into account the objectives, financial situation or needs of the individual recipient.

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to subscribe to, or
used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is not intended as a solicitation for
the purchase of any financial instrument.

Hong Kong: This report is issued and distributed in Hong Kong by CIMB-GK Securities (HK) Limited (‘CGHK”) which is licensed in Hong Kong by the Securities and
Futures Commission for Type 1 (dealing in securities), Type 4 (advising on securities) and Type 6 (advising on corporate finance) activities. Any investors wishing to
purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CIMB-GK Securities (HK) Limited. The views and opinions in this
research report are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the
Financial Services Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CGHK has no obligation to update its opinion or the
information in this research report.

This publication is strictly confidential and is for private circulation only to clients of CGHK. This publication is being supplied to you strictly on the basis that it will remain
confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (i) redistributed or passed on, directly
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Indonesia: This report is issued and distributed by PT CIMB-GK Securities Indonesia (“CIMB-GKI"). The views and opinions in this research report are our own as of the
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This publication is strictly confidential and is for private circulation only to clients of CIMB-GKI. This publication is being supplied to you strictly on the basis that it will
remain confidential. No part of this material may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii) redistributed or passed on,
directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMB-GKI. Neither this report nor any copy hereof may
be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesia residents except in compliance with applicable Indonesian capital
market laws and regulations.

Malaysia: This report is issued and distributed by CIMB Investment Bank Berhad (“CIMB”). The views and opinions in this research report are our own as of the date
hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the Financial Services Authority apply to a recipient,
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New Zealand: In New Zealand, this report is for distribution only to persons whose principal business is the investment of money or who, in the course of, and for the
purposes of their business, habitually invest money pursuant to Section 3(2)(a)(ii) of the Securities Act 1978.
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rely on this communication. However, the delivery of this research report to any person in the United States of America shall not be deemed a recommendation to effect
any transactions in the securities discussed herein or an endorsement of any opinion expressed herein. For further information or to place an order in any of the above-
mentioned securities please contact a registered representative of CIMB-GK Securities (USA) Inc.

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, institutional or
sophisticated investors as defined in the laws and regulations of such jurisdictions.

RECOMMENDATION FRAMEWORK #1*

STOCK RECOMMENDATIONS

SECTOR RECOMMENDATIONS

OUTPERFORM: The stock's total return is expected to exceed a relevant
benchmark's total return by 5% or more over the next 12 months.

NEUTRAL: The stock's total return is expected to be within +/-5% of a relevant
benchmark's total return.

UNDERPERFORM: The stock's total return is expected to be below a relevant
benchmark's total return by 5% or more over the next 12 months.

OVERWEIGHT: The industry, as defined by the analyst's coverage universe, is
expected to outperform the relevant primary market index over the next 12
months.

NEUTRAL: The industry, as defined by the analyst's coverage universe, is
expected to perform in line with the relevant primary market index over the next
12 months.

UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,
is expected to underperform the relevant primary market index over the next 12
months.

TRADING BUY: The stock's total retum is expected to exceed a relevant
benchmark's total return by 5% or more over the next 3 months.

TRADING BUY: The industry, as defined by the analyst's coverage universe, is
expected to outperform the relevant primary market index over the next 3
months.

TRADING SELL: The stock's total return is expected to be below a relevant
benchmark's total return by 5% or more over the next 3 months.

TRADING SELL: The industry, as defined by the analyst's coverage universe,
is expected to underperform the relevant primary market index over the next 3
months.

* This framework only applies to stocks listed on the Singapore Stock Exchange, Bursa Malaysia, Stock Exchange of Thailand and Jakarta Stock Exchange. Occasionally, it is permitted for the total expected returns to be
temporarily outside the prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.
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RECOMMENDATION FRAMEWORK #2 **

STOCK RECOMMENDATIONS

OUTPERFORM: Expected positive total returns of 15% or more over the next
12 months.

NEUTRAL: Expected total returns of between -15% and +15% over the next
12 months.

UNDERPERFORM: Expected negative total returns of 15% or more over the
next 12 months.

SECTOR RECOMMENDATIONS

OVERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total retuns of +15% or
better over the next 12 months.

NEUTRAL: The industry, as defined by the analyst's coverage universe, has
either (i) an equal number of stocks that are expected to have total returns of
+15% (or better) or -15% (or worse), or (i) stocks that are predominantly
expected to have total returns that will range from +15% to -15%; both over the
next 12 months.

UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of -15% or
worse over the next 12 months.

TRADING BUY: Expected positive total returns of 15% or more over the next 3
months.

TRADING BUY: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total retums of +15% or
better over the next 3 months.

TRADING SELL: Expected negative total returns of 15% or more over the next
3 months.

TRADING SELL: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of -15% or
worse over the next 3 months.

** This framework only applies to stocks listed on the Hong Kong Stock Exchange and China listings on the Singapore Stock Exchange. Occasionally, it is permitted for the total expected returns to be temporarily outside the
prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.



