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« Minimal benefits from recent changes. We do not expect immediate price hikes
from the recent removal of consultation-fee guidelines, as fee adjustments tend to
be gradual and market forces may keep prices competitive. The extended use of
Medisave for the outpatient treatment of chronic diseases is also not likely to have
much impact given the long-dated costs of treatment involved.

« Overseas expansion unlikely in next 6-12 months. While the group has not
disclosed the timeline for its expansion in China, we doubt that expansion would
take place next year, given its cautious approach. Its foray into China is likely to
commence with medical centres, rather than full-fledged hospitals.

* Maintain Neutral, with a slightly lower target price. We have shaved our
earnings estimates by 2-4% for FY07-08 on higher operating-cost assumptions as
YTD operating costs have been higher than expected. Following this, we have
trimmed our target price to S$1.51 from S$1.54, still based on 27x CY08 P/E, or a
10% discount to our target P/E for Parkway, given that RFMD only has Singapore
exposure. Although fundamentals remain very much intact, we do not see
significant catalysts in the next 6-12 months. Maintain Neutral.

Financial summary

FYE Dec 2005 2006 2007F 2008F 2009F
Revenue (S$ m) 1129 134.2 159.3 186.0 214.7
EBITDA (S$ m) 16.6 22.6 324 42.6 49.2
EBITDA margins (%) 14.7 16.8 20.3 22.9 22.9
Pretax profit (S$ m) 14.8 20.0 40.2 35.0 43.7
Net profit (S$ m) 12.0 15.7 329 286 35.7
EPS (S cts) 3.0 39 71 5.6 6.9
EPS growth (%) +24% +28% +84% -22% +25%
PIE (x) 50.2 39.2 21.3 27.2 217
Core EPS (S cts) 3.0 39 4.3 5.6 6.9
Core EPS growth (%) +24% +28% +12% +29% +25%
Core P/E (x) 50.2 39.2 35.0 27.2 21.7
FD EPS (S cts) 3.0 38 7.0 5.6 6.9
FD P/E (x) 50.9 39.9 21.7 27.2 21.7
Gross DPS (S cts) 3.0 4.0 6.0 47 5.9
Dividend yield (%) 2.0 26 4.0 3.1 39
PINTA (x) 5.6 5.5 4.4 4.3 4.1
ROE (%) 1.5 14.3 22.6 15.9 19.4
Net gearing (%) (30.4) (35.3) 31.0 23.2 14.9
PICF (x) 384 313 18.5 19.3 16.3
EV/EBITDA (x) 343 255 23.3 19.2 16.4
% change in EPS estimates - - 4.2) (1.5) 24
CIMB/Consensus (x) - - 0.95 0.90 0.89

Source: Company, CIMB-GK Research

Price chart Market capitalisation & share price info
20 1 Market cap S$777.3m | Share price perf. (%) M M 12M
12-mth price range 5$0.81/5$1.61 | Relative (1.6) 2.7 31.3
3-mth avg daily volume $$0.94m | Absolute 34 0.7 84.6
— # of shares (m) 514.8 | Major shareholders % held
= \Volume (million) (R.H] -
e e Est. free float (%) 35 | Raffles Medical Holding 0.4
Wrts/ICULS ofs (m) None Dr Loo Choon Yong 0.1
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Source: Bloomberg Source: Company, CIMB-GK Research, Bloomberg

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




Regulatory update

Removal of consultation-fee guidelines unlikely to raise prices in the short
term. In April this year, the Singapore Medical Association withdrew its decades-old
guidelines on medical fees as the guide may contravene the recently-enacted
Competition Act. The withdrawal has allowed private doctors to set their fees without
caps. While RFMD may benefit as the group would now be able to set fees in line
with its operating costs and not be subjected to artificial price caps, we believe
upward price revisions may not occur in the short term as fee adjustments tend to be
gradual and market forces may keep prices competitive.

No significant benefit from higher daily hospital limit for Medisave claims.
Inpatient withdrawal limits have been increased from S$400 to S$450, effectively
covering 66% of an A-ward bill in a private hospital, up from 57% previously. We do
not envisage that private hospitals such as RFMD would significantly benefit from
this, as the quantum increase may not be sufficiently attractive for middle-income
earners to opt for private tertiary healthcare instead of government hospitals.

Minimal impact of extended use of Medisave. The use of Medisave has also been
extended to diagnostic scans such as MRI, CT and PET scans in outpatient oncology
treatment. In addition, Medisave can be used to cover outpatient treatment of the
following chronic diseases: diabetes, high blood pressure, lipid disorders and stroke,
all of which affect an estimated 1m Singaporeans. We expect these changes in
government policy to have a minimal impact on private healthcare given the chronic
nature of these diseases and the long-dated costs of treatment involved.

Other updates

New specialist clinics. The group has moved its administrative offices to
unoccupied wards to make way for new and expanded specialist clinics. The Raffles
Fertility Centre has been formed within the Raffles Women’s Clinic, to offer
treatments such as super-ovulation & intrauterine insemination, in-vitro fertilisation
and intra cytoplasmic sperm Injection. This centre is helmed by Dr Sheila Loh, the
former Head & Senior Consultant of the Reproductive Medicine Unit and former
Director of KK IVF Centre at the KK Women's & Children's Hospital. Although we
have factored in revenue contributions from the new specialist clinics, we think that
revenue growth may trail operating costs in the short term due to start-up costs and
promotional expenses.

Higher growth from foreign patients. Improvements in regional economies,
coupled with greater marketing efforts through representative clinics in new markets
such as Vietnam, Mongolia and Russia, have been attracting more foreign patients.
Foreigners now account for more than a third of all hospital attendances, up from
20% six years ago. The group expects the number to reach 50% within the next two
years. Foreign patients drive greater growth as their diagnosis is often more complex
and treatment more intensive, resulting in a greater utilisation of higher-value
services.

Room to enhance operating efficiencies. With occupancy rates at 40-60% and
only 175 beds out of the 380 licensed beds occupied, there remains room for further
enhancement of operating efficiencies and margins. New beds are added when
occupancy reaches more than 70%, so as to maintain an exclusive feel for the
hospital. The group thinks that there is sufficient capacity in its hospital to serve its
needs for the next 2-3 years. As such, it does not anticipate significant capex for its
local operations. When the existing hospital becomes fully occupied, the group will
assess its expansion plans, which may include building extensions or a second
greenfield hospital.

Overseas expansion unlikely in the next 6-12 months. The group wants to
expand into fast-growing cities in China such as Shanghai and Beijing. Its foray into
China is likely to commence with medical centres, rather than full-fledged hospitals,
to enable it to test out the market. RFMD is less keen on hospital management
contracts, as it is not prepared to mortgage its brand name if it cannot influence the
quality of healthcare. While it is not disclosing the timeline for its expansion, we doubt
that such moves would materialise within the next year, given its cautious approach
and low risk appetite.

Risks

Economic downturn. Healthcare is a cyclical business. During economic downturns,
patients may postpone non-emergency elective medical procedures.

Pandemics and natural disasters. During SARS and the avian flu outbreak, foreign
patients cut back on their travel and postponed their non-emergency treatments.
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Similarly, local patients stayed away from hospitals and postponed their treatments.

Shortage of medical professionals. As a service company, the group depends on
its doctors and specialist medical staff for the quality of medical services rendered.
The group believes the risk of a shortage of doctors is low as their doctors are paid
within the top quartile of the profession and it has a waiting list of doctors keen to join
the company. We are more concerned that the continuous worldwide shortage of
nurses may limit RFMD’s growth.

Valuation and recommendation

Forecasts and target price trimmed; maintain Neutral. We have shaved our
earnings estimates by 2-4% for FY07-08 as we have raised our operating-cost
assumptions to bring them in line with recent cost trends. Following our earnings
adjustments, we have trimmed our target price to S$1.51 from S$1.54, still based on
27x CY08 P/E, or a 10% discount to our target P/E for Parkway, given that RFMD
only has Singapore exposure.

Although industry and company fundamentals remain very much intact, we do not
see significant catalysts happening in the next 6-12 months. Maintain Neutral. Stock
catalysts could come from: 1) overseas expansion; and 2) policy changes such as
means testing which may result in more middle-income patients seeking private
healthcare as they will no longer enjoy subsidies under the government healthcare
system.

Figure 1: Sector comparisons

3-yr EPS PINTA Div
Bloomberg Price Mkt cap Core PIE (x) CAGR (x) ROE (%) yield (%)
ticker ~ Recom. (US$ m) CcYo7 CY08 (%) CcYo7 CYo7 CY08 CYo07

Parkway Holdings PWAY SP O  S$4.26 2,163.2 335 26.7 24.6 7.0 22.0 248 1.6
Raffles Medical RFMD SP N S$1.51 5122 35.0 27.2 20.9 4.4 22.6 15.9 4.0
Thomson Medical THOM SP O  S%0.68 130.8 19.3 154 22.7 2.3 20.3 23.3 29
Bangkok Dusit Medic ~ BGH TB NR 38.75 THB 1,495.8 324 25.9 315 45 15.0 174 15
Bumrungrad Hospital BHTB U 42.75 THB 965.3 275 23.2 18.2 9.2 36.6 36.2 1.8
Bangkok Chain Hosp KHTB NR 9THB 260.1 17.6 15.7 15.4 29 16.6 16.8 3.1
Simple average (including Raffles Medical) 27.6 224 22.2 5.0 22.2 224 25
Simple average (excluding Raffles Medical) 261 214 22.5 5.2 221 23.7 2.2

O = Outperform, N = Neutral, U= Underperform, NR = Not Rated, TB = Trading Buy and TS = Trading Sell

Source: CIMB-GK Research, Bloomberg
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Financial tables

PROFIT & LOSS (S$ m, FYE Dec) 2005 2006 2007F 2008F 2009F
Revenue 112.9 134.2 159.3 186.0 2147
Operating expenses (96.3) (11.7) (126.9) (143.4) (165.5)
EBITDA 16.6 22.6 324 426 492
Depreciation & amortisation (3.1) (3.4) (3.2) (5.4) (5.4)
EBIT 13.5 19.2 29.2 37.2 438
Net interest & invt income (0.1) (0.1) (2.2) (2.2) (0.1)
Associates' contribution 14 0.9 13.3 - -
Exceptional items - - - - -
Pretax profit 14.8 20.0 40.2 35.0 43.7
Tax (2.8) (4.3) (7.2) (6.3) (7.9)
Minority interests (0.1) (0.1) (0.1) (0.1) (0.1)
Net profit 12.0 15.7 329 28.6 35.7
Wt. shares (m) 3974 407.7 463.1 5147 5147
Shares at year-end (m) 400.3 412.5 514.7 5147 514.7
BALANCE SHEET (S$ m, 31 Dec) 2005 2006 2007F 2008F 2009F
Fixed assets 214 20.2 236.0 2293 2227
Intangible assets 0.3 0.2 0.2 0.1 0.1
Other long-term assets 53.9 55.1 1.1 1.1 1.1
Total non-current assets 75.6 75.5 237.2 230.5 223.9
Cash and equivalents 35.1 419 315 (40.2) (26.0)
Stocks 29 34 38 44 5.1
Trade debtors 12.3 16.8 17.0 19.9 229
Other current assets 13.0 14.3 14.3 14.3 14.3
Total current assets 63.3 76.4 66.5 (1.7) 16.3
Trade creditors 244 30.0 32.3 37.7 435
Short-term borrowings 2.3 20 86.7 2.0 2.0
Other current liabilities 3.8 5.9 59 59 59
Total current liabilities 30.5 37.9 124.9 45.6 51.5
Long-term borrowings - - - - -
Other long-term liabilities 0.7 0.7 0.7 0.7 0.7
Total long-term liabilities 0.7 0.7 0.7 0.7 0.7
Shareholders' funds 107.5 112.9 171.7 182.0 187.3
Minority interests 0.2 0.3 04 05 0.6
NTA/share (US$) 0.30 0.30 0.30 0.40 0.40
CASH FLOW (S$ m, FYE Dec) 2005 2006 2007F 2008F 2009F
Pretax profit 14.8 20.0 40.2 35.0 43.7
Depreciation & non-cash adjustments 2.3 1.7 3.2 9.7 9.7
Working capital changes 0.9 0.7 1.6 1.9 21
Cash tax paid (1.4) (2.3) (7.2) (6.3) (7.9
Others (1.0) (0.5) - - -
Cash flow from operations 15.6 19.7 378 40.3 47.6
Capex (5.8) (2.3) (219.0) (3.0 (3.0)
Net investments & sale of FA (3.5) (1.3) - - -
Others 1.3 1.7 54.0 - -
Cash flow from investing (7.9) (1.9) (165.0) (3.0) (3.0)
Debt raised/(repaid) 39 - 84.7 (84.7) -
Equity raised/(repaid) 3.0 48 63.0 - -
Dividends paid (8.0) (15.5) (31.0) (24.3) (30.4)
Cash interest & others (3.9) 0.1 - - -
Cash flow from financing (4.9) (10.6) 116.7 (109.0) (30.4)
Change in cash 2.7 7.2 (10.5) (71.7) 14.2
Change in net cash/(debt) (1.2) 7.2 (95.2) 13.0 14.2
Ending net cash/(debt) 32.8 40.0 (55.3) (42.2) (28.0)
KEY RATIOS (FYE Dec) 2005 2006 2007F 2008F 2009F
Revenue growth (%) 11.3 18.9 18.6 16.8 154
EBITDA growth (%) 15.6 36.4 435 315 154
Pretax margins (%) 131 14.9 252 18.8 204
Net profit margins (%) 10.6 1.7 20.6 154 16.6
Interest cover (x) 183.7 184.9 19.1 16.8 4394
Effective tax rates (%) 18.6 213 18.0 18.0 18.0
Net dividend payout (%) 66.7 98.7 94.5 85.0 85.0
Debtors turnover (days) 376 39.5 38.7 36.2 36.4
Stock turnover (days) 8.9 8.7 8.3 8.1 8.1
Creditors turnover (days) 749 74.0 714 68.7 69.1

Source: CIMB-GK Research
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CIMB-GK RESEARCH PTE LTD — DISCLOSURE & DISCLAIMER

CIMB-GK Securities Pte. Ltd, a related company of CIMB-GK Research Pte Ltd, does and seeks 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.

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 strictly confidential and is for private circulation only to clients of CIMB-GK Research Pte. Ltd. (“CIMB-GK”). 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-GK.

CIMB-CK, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of the
company(ies) 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-GK,; 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-GK 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.

(i) Asof 24 September 2007, CIMB-GK and its affiliates have a proprietary position in the following securities in this report:
(@) Raffles Medical Group.

(i) As of 25 September 2007, the analyst, TAN Wei Ling who prepared this report, does not own and does not have an interest in the securities in the following
company or companies covered or recommended in this report.

(b) Raffles Medical Group.

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-GK does not make any guarantee, representation or warranty, express or implied, as to the
adequacy, accuracy, completeness, reliability or faimess of any such information and opinion contained in this report and accordingly, neither CIMB-GK 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-GK's 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.

This report is issued and distributed by CIMB-GK. 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 applies to a recipient, our obligations owed to such recipient
therein are unaffected. CIMB-GK has no obligation to update its opinion or the information in this research report.

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.

General: 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.

Australia: This research is provided in Australia by 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 (Cwith) 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 distributed in Hong Kong by CIMB-GK Securities (HK) Limited 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.

Unless permitted to do so by the securities laws of Hong Kong, no person may issue or have in its possession for the purposes of issue, whether in Hong Kong or
elsewhere, any advertisement, invitation or document relating to the securities covered in this report, which is directed at, or the contents of which are likely to be
accessed or read by, the public in Hong Kong (except if permitted to do so under the securities laws of Hong Kong).

Indonesia: 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.

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.

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution of this report is not
an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may not be forwarded to the public in
Sweden.

Taiwan: This research report is not an offer or marketing of foreign securities in Taiwan. The securities as referred to in this research report has not been and will not be
registered with the Financial Supervisory Commission of the Republic of China pursuant to relevant securities laws and regulations and may not be offered or sold within
the Republic of China through a public offering or in circumstances which constitutes an offer within the meaning of the Securities and Exchange Law of the Republic of
China that requires a registration or approval of the Financial Supervisory Commission of the Republic of China.

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing authorities or
governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, deposited or registered with UAE
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Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is being issued outside the United Arab Emirates to a
limited number of institutional investors and must not be provided to any person other than the original recipient and may not be reproduced or used for any other
purpose. Further, the information contained in this report is not intended to lead to the sale of investments under any subscription agreement or the conclusion of any
other contract of whatsoever nature within the territory of the United Arab Emirates.

United Kingdom: This report is being distributed by CIMB-GK Securities (UK) Limited only to, and is directed at selected persons on the basis that those persons are
(a) persons falling within Article 19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (the “Order”) who have professional experience in
investments of this type or (b) high net worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order, (all
such persons together being referred to as “relevant persons”). A high net worth entity includes a body corporate which has (or is a member of a group which has) a
called-up share capital or net assets of not less than (a) if it has (or is a subsidiary of an undertaking which has) more than 20 members, £500,000, (b) otherwise, £5
million, the trustee of a high value trust or an unincorporated association or partnership with assets of no less than £5 million. Directors, officers and employees of such
entities are also included provided their responsibilities regarding those entities involve engaging in investment activity. Persons who do not have professional
experience relating to investments should not rely on this document.

United States: Neither this report nor any copy hereof may be taken or distributed into the United States except in compliance with any applicable U.S. laws and
regulations.

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.

CIMB-GK RESEARCH PTE LTD — RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS SECTOR RECOMMENDATIONS

OUTPERFORM: The stock's total return is expected to exceed a relevant OVERWEIGHT: The industry, as defined by the analyst's coverage universe, is

benchmark's total return by 5% or more over the next 12 months. expected to outperform the relevant primary market index over the next 12
months.

NEUTRAL: The stock's total return is expected to be within +/-5% of a relevant NEUTRAL: The industry, as defined by the analyst's coverage universe, is

benchmark's total return. expected to perform in line with the relevant primary market index over the next
12 months.

UNDERPERFORM: The stock's total return is expected to be below a relevant UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,

benchmark's total return by 5% or more over the next 12 months. is expected to underperform the relevant primary market index over the next 12
months.

TRADING BUY: The stock's total return is expected to exceed a relevant

benchmark's total return by 5% or more 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.

CIMB-GK Research Pte Ltd (Co. Reg. No. 198701620M)
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