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Summary 
 Raffles Medical reported strong 3Q 2010 results.  The company disclosed that excluding a jobs credit grant 

received by the Group in Q3 2009, net profit for Q3 2010 would have grown 22.3% yoy.   

 YTD Q3 2010 operating margins expanded by 1 percentage point to 21.3% and net cash increased to SGD71mio.  

 We tweak our 2010 and 2011 EPS numbers, with our 2010 fully diluted EPS declining by 4% and 2011 EPS 
unchanged at SGD10cents.  We remain confident of Raffles Medical’s growth prospects, in particular, the 
accelerating growth of the hospital services revenues.  We expect Raffles Medical’s operating margins to 
continue to expand as the group expands its specialist services.   

 
Results summary 
Fig 1:  3Q10 results summary 
  3Q09 3Q10 YoY % YTD 3Q09 YTD 3Q10 YoY % YTD as % of New 2010E
Year end: Dec results results growth results results growth 2010E estimates

Turnover (SGDm) 55.4 60.9 10% 160.3 175.6 10% 72% 243

Gross Profit (SGDm) 45.5 49.7 9% 130.6 143.2 10% 72% 198

Operating profit (SGDm) 11.9 13.2 11% 32.6 37.4 15% 72% 52

Operating margin  21.5% 21.7% 1% 20.3% 21.3% 5%  21.4%

Net profit (SGDm) 9.5 10.7 13% 26.0 30.3 16% 70% 43

EPS (SGD cents) 1.80 2.00 11% 4.98 5.71 15% 70% 8.19

DPS (SGD cents) - - n.a. 1.00 1.00 - 33% 3.00

NAV per share (SGD) 48.04 51.41 7% 40.53 43.77 8% 83% 52.50
Source: Company, Standard Chartered Research estimates 

 

Results: key points 

 Raffles Medical reported strong 3Q 2010 results.  3Q 10 revenue grew 10% yoy and net profit 
grew 13% yoy.  YTD 3Q revenue grew 10% yoy and net profit grew 16% yoy.  The company 
disclosed that excluding a jobs credit grant received by the Group in 3Q 2009, net profit for Q3 
2010 would have grown 22.3% yoy.   

 As we expected, YTD Q3 2010 operating margins expanded by 1 percentage point to 21.3%.  
Net cash increased to SGD71mio.   

 The company disclosed that in 3Q 2010, hospital services revenues grew 15% yoy and 
healthcare services revenues grew 4%.  This represents an acceleration of growth for hospital 
services from 11% yoy in 1Q and 2Q 2010.          
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 We tweak our 2010 and 2011 EPS numbers to reflect slightly lower than expected growth in 
healthcare services and the latest fully diluted number of shares outstanding.  (The company 
disclosed 4-5% growth yoy for healthcare services in 1Q-3Q 2010 compared to our 
expectations of 8% for the full year).  Our 2010E fully diluted EPS declines by 4% and 2011E 
EPS remains unchanged at SGD10cents.   

 Management advised that they are currently finalizing their plans for the expansion of Raffles 
Hospital by 102,408 sqf (about one-third of the existing area).  The expansion area is 
equivalent to the space required for an additional 150 beds, although the group will likely use 
the space for specialty clinics.  Management expects construction to start in 1Q 2011 and to 
be completed in 24 months time.   

 We remain confident of Raffles Medical’s growth prospects, in particular, the accelerating 
growth of the hospital services revenues.   We expect Raffles Medical’s operating margins to 
continue to expand as the group expands its specialist services.   

Recommendation and valuation 

Raffles Medical is currently trading on PER21.9x 2011E.  We maintain our OUTPERFORM rating 
and our price target of SGD2.5.  We believe Raffles Medical is leveraged to margin expansion 
through the continued growth of the group’s specialist services.  We believe the group deserves 
to trade at high PER multiples due to its defensive business model and robust growth outlook.  
We also believe Raffles Hospital represents significant hidden value as the asset is only valued at 
about SGD700 psf (in comparison, Parkway sold their Novena specialist clinics at SGD3,700 psf).   

Valuation summary 

Fig 2:  Valuation summary 
Year end: Dec 2009 2010E 2011E 2012E

EV/EBITDA (x) 21.4 18.9 15.6 12.7

PER (x) 30.6 27.0 21.9 17.9

Dividend yield (%) 1% 1% 1% 2%

FCF yield (%) 4% 4% 1% 3%

ROE (%) 15% 16% 17% 18%
Source: Company, Standard Chartered Research estimates 
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Disclosures appendix 

Global disclaimer 

The information and opinions in this report were prepared by Standard Chartered Bank (Hong Kong) Limited, Standard 
Chartered Bank Singapore Branch, Standard Chartered - STCI Capital Markets Limited and/or one or more of its affiliates 
(together with its group of companies,”SCB”) and the research analyst(s) named in this report. SCB makes no representation 
or warranty of any kind, express, implied or statutory regarding this document or any information contained or referred to in 
the document. 
 
DISCLOSURES INCLUDING THOSE REQUIRED BY THE UNITED STATES 
The research analysts responsible for the content of this research report certify that  

The view expressed and attributed to the research analyst or Analysts in the research report accurately reflect their personal
opinion(s) about the subject securities and issuers and/or other subject matter as appropriate; and
No part of his or her compensation and other benefits was, is or will be directly related to the specific recommendations or
views contained in this research report. On a general basis, the efficacy of recommendations is a factor in the performance
appraisals of analysts.
Our ratings are under constant review.

 
Additional information with respect to any securities referred to herein will be available upon request. 
 
THIS RESEARCH HAS NOT BEEN PRODUCED IN THE UNITED STATES.  
 
Disclosures Appendix 
 
Where “disclosure date” appears below, this means the day prior to the report date. All share prices quoted are the closing 
price for the business day prior to the date of the report, unless otherwise stated.  
 
Company Raffles Medical Group

As at the disclosure date, the following applies:

 
 

Raffles Medical Group - current rating is: 
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Recommendation Distribution and Investment Banking Relationships 
 

% of covered companies currently assigned
this rating

% of companies assigned this rating with which SCB
has provided investment banking services over the

past 12 months

OUTPERFORM 58.5% 12.4%

IN-LINE 27.4% 7.4%

UNDERPERFORM 14.1% 5.7%
 
 
Research Recommendation 
 
Terminology Definitions 

OUTPERFORM (OP) 
The total return on the security is expected to outperform the relevant market index by 5% or more 
over the next 12 months 

IN-LINE (IL) 
The total return on the security is not expected to outperform or underperform the relevant market 
index by 5% or more over the next 12 months 

UNDERPERFORM (UP) 
The total return on the security is expected to underperform the relevant market index by 5% or 
more over the next 12 months 

 
SCB uses an investment horizon of 12 months for its price targets. 
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Country-Specific Disclosures 
 
If you are receiving this document in any of the countries listed below, please note the following: 
 
United Kingdom and European Economic Area: Standard Chartered Bank is authorised and regulated by the Financial 
Services Authority. This communication is not directed at Retail Clients in the European Economic Area as defined by 
Directive 2004/39/EC. Nothing in this document constitutes a personal recommendation or investment advice as defined by 
Directive 2004/39/EC.   
 
Australia: The Australian Financial Services Licence for Standard Chartered Bank is Licence No: 246833 with the following 
Australian Registered Business Number (ARBN: 097571778). Australian investors should note that this document was 
prepared for wholesale investors only (as defined by Australian Corporations legislation). 
 
Hong Kong: This document is being distributed in Hong Kong by, and is attributable to, Standard Chartered Bank (Hong 
Kong) Limited which is regulated by the Hong Kong Monetary Authority. 
 
India: This document is being distributed in India by Standard Chartered - STCI Capital Markets Limited which is a SEBI 
registered broker and a member of the Bombay Stock Exchange Limited and The National Stock Exchange of India Limited. 
 
Singapore: This document is being distributed in Singapore by Standard Chartered Bank Singapore Branch only to 
accredited investors, expert investors or institutional investors, as defined in the Securities and Futures Act, Chapter 289 of 
Singapore. Recipients in Singapore should contact Standard Chartered Bank Singapore Branch in relation to any matters 
arising from, or in connection with, this document. 
 
United States: Except for any documents relating to foreign exchange, FX or global FX, Rates or Commodities, distribution 
of this document in the United States or to US persons is intended to be solely to major institutional investors as defined in 
Rule 15a-6(a)(2) under the US Securities Act of 1934. All US persons that receive this document by their acceptance thereof 
represent and agree that they are a major institutional investor and understand the risks involved in executing transactions in 
securities. Any US recipient of this document wanting additional information or to effect any transaction in any security or 
financial instrument mentioned herein, must do so by contacting a registered representative of Standard Chartered Securities 
(North America) Inc., 1 Madison Avenue, New York, N.Y. 10010, US, tel + 1 212 667 0700. 
WE DO NOT OFFER OR SELL SECURITIES TO U.S. PERSONS UNLESS EITHER (A) THOSE SECURITIES ARE 
REGISTERED FOR SALE WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION AND WITH ALL APPROPRIATE 
U.S. STATE AUTHORITIES; OR (B) THE SECURITIES OR THE SPECIFIC TRANSACTION QUALIFY FOR AN 
EXEMPTION UNDER THE U.S. FEDERAL AND STATE SECURITIES LAWS NOR DO WE OFFER OR SELL SECURITIES 
TO U.S. PERSONS UNLESS (i) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL ARE 
PROPERLY REGISTERED OR LICENSED TO CONDUCT BUSINESS; OR (ii) WE, OUR AFFILIATED COMPANY AND 
THE APPROPRIATE PERSONNEL QUALIFY FOR EXEMPTIONS UNDER APPLICABLE U.S. FEDERAL AND STATE 
LAWS. 
 
GENERAL DISCLAIMER 
The information on this document is provided for information purposes only. It does not constitute any offer, recommendation 
or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment strategy, nor does it 
constitute any prediction of likely future movements in rates or prices or any representation that any such future movements 
will not exceed those shown in any illustration. The stated price of the securities mentioned herein is as of the date indicated 
and is not any representation that any transaction can be effected at this price. While all reasonable care has been taken in 
preparing this document, no responsibility or liability is accepted for errors of fact or for any opinion expressed herein. The 
contents of this document may not be suitable for all investors as it has not been prepared with regard to the specific 
investment objectives or financial situation of any particular person. Any investments discussed may not be suitable for all 
investors. Users of this document should seek professional advice regarding the appropriateness of investing in any 
securities, financial instruments or investment strategies referred to in this document and should understand that statements 
regarding future prospects may not be realised. Opinions, forecasts, assumptions, estimates, derived valuations and target 
price(s) contained in this document are as of the date indicated and are subject to change at any time without prior notice. 
The value and income of any of the securities or financial instruments mentioned in this document can fall as well as rise and 
an investor may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be incurred. 
Foreign-currency denominated securities and financial instruments are subject to fluctuation in exchange rates that could 
have a positive or adverse effect on the value, price or income of such securities and financial instruments. 
Past performance is not indicative of comparable future results and no representation or warranty is made regarding future 
performance. While we endeavour to update on a reasonable basis the information and opinions contained herein, there may 
be regulatory, compliance or other reasons that prevent us from doing so. Accordingly, information may be available to us 
which is not reflected in this material, and we may have acted upon or used the information prior to or immediately following 
its publication.  
SCB is not a legal or tax adviser, and is not purporting to provide you with legal or tax advice. If you have any queries as to 
the legal or tax implications of any investment you should seek independent legal and/or tax advice. 
SCB, and/or a connected company, may have a position in any of the securities, instruments or currencies mentioned in this 
document. SCB has in place policies and procedures and physical information walls between its Research Department and 
differing public and private business functions to help ensure confidential information, including ‘inside’ information is not 
publicly disclosed unless in line with its policies and procedures and the rules of its regulators. Data, opinions and other 
information appearing herein may have been obtained from public sources. SCB makes no representation or warranty as to 
the accuracy or completeness of such information obtained from public sources. You are advised to make your own 
independent judgment (with the advice of your professional advisers as necessary) with respect to any matter contained 
herein and not rely on this document as the basis for making any trading, hedging or investment decision. 
SCB and/or any member of the SCB group of companies or its respective officers, directors, employee benefit programmes 
or employees, including persons involved in the preparation or issuance of this document may at any time, to the extent 
permitted by applicable law and/or regulation, be long or short any securities or financial instruments referred to in this 
document and on the website or have a material interest in any such securities or related investment, or may be the only 
market maker in relation to such investments, or provide, or have provided advice, investment banking or other services, to 
issuers of such investments. Within the last three years, SCB may also have acted as manager or co-manager for a public 
offering of securities of issuers referred to herein. SCB may have received or may expect to receive remuneration for 
investment banking services from companies mentioned herein. 
SCB accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental, 
consequential, punitive or exemplary damages) from your use of this document, howsoever arising, and including any loss, 
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damage or expense arising from, but not limited to, any defect, error, imperfection, fault, mistake or inaccuracy with this 
document, its contents or associated services, or due to any unavailability of the document or any part thereof or any 
contents or associated services. 
This material is for the use of intended recipients only and the contents may not be reproduced, redistributed, or copied in 
whole or in part for any purpose without SCB’s prior express consent. In any jurisdiction in which distribution to private/retail 
customers would require registration or licensing of the distributor which the distributor does not currently have, this 
document is intended solely for distribution to professional and institutional investors.  
 
Copyright: Standard Chartered Bank 2010. Copyright in all materials, text, articles and information contained herein is the 
property of, and may only be reproduced with permission of an authorised signatory of, Standard Chartered Bank. Copyright 
in materials created by third parties and the rights under copyright of such parties are hereby acknowledged. Copyright in all 
other materials not belonging to third parties and copyright in these materials as a compilation vests and shall remain at all 
times copyright of Standard Chartered Bank and should not be reproduced or used except for business purposes on behalf of 
Standard Chartered Bank or save with the express prior written consent of an authorised signatory of Standard Chartered 
Bank. All rights reserved. © Standard Chartered Bank 2010. 
 
 

 


