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SMALL/MID CAP HIGHLIGHTS

Singapore Medical Group (SMG SP)
An Improved And Final Offer

SMG received a revised general offer of $$0.40/share (up from S$0.37/share) from TLW
on 2 Nov 22. We recommend shareholders to accept the offer, given that it: a) falls
within the fair value range of $$0.39-0.46 of the IFA; b) represents a premium to the
VWAPs, exceeding all closing prices in the past 15 months; and c) is close to our last
target price of $$0.45 (14x 2022F EPS). If the offer fails, SMG’s share price could trend
downwards significantly. The offer closing date is 15 Nov 22.

WHAT’S NEW

e Revised voluntary conditional offer of $$0.40/share from TLW. In Sep 22, TLW
Success (TLW) made a voluntary conditional general offer to privatise the company at
S$0.37/share (cash consideration) or a 1-for-1 new share in the offeror (share
consideration). This was later revised to $$0.40/share in Nov 22. TLW is equally-owned
by SMG’s Non-Executive Chairman Mr Tony Tan Choon Keat, Executive Director and
Chief Executive Officer Dr Beng Teck Liang and Executive Director Dr Wong Seng Weng.
As of 1 Nov 22, TLW and concert parties have secured 77.37% of the total number of
issued shares. The offer is conditional upon TLW and concert parties holding more than
90% of the total number of shares at the close of the offer (acceptance condition). The
offeror, TLW, has also indicated that it does not intend to revise the offer price, but
reserves the right to do so in a competitive situation.

IFA concluded that the original offer was reasonable, advised to accept the offer.
The independent financial adviser (IFA) for the independent directors of SMG, ZICO
Capital (ZICO), had released its report on the first general offer by TLW in Oct 22.
According to ZICO, the S$0.37/share initial offer from TLW was reasonable based on: a)
the premiums of approximately 5.7% and 289.5% to the NAV/share and NTA/share
respectively, as at 30 Jun 22, and b) the premiums of 18%, 19%, 16% and 18% over the
volume-weighted average price (VWAP) per share for the 1-month, 3-month, 6-month and
12-month periods respectively. With the revised offer of $S$0.40/share being 8.1% higher
than the initial offer price of $S$0.37/share, premiums over the VWAP/share have risen to
28%, 29%, 26% and 28% for the 1-month, 3-month, 6-month and 12-month periods
respectively. In addition, the revised offer now falls within the IFA’s estimated fair value
range of S$0.39-0.46.

Potential negative impact upon lapse of offer. Minority shareholders should note that
the offer is conditional. In the event the offer from TLW fails and no competing offer
emerges, the share price of SMG could trend downwards significantly. As an indication,
the revised offer price of $$0.40/share exceeds all previous daily closing prices of SMG in
the last 15 months. Investors should also note the closing date of the offer is 15 Nov 22.
Our analysis indicates that there are a number of instances whereby conditional offers not
meeting the acceptance criteria led to sharp declines in the share price of between 0-36%
three months after the offers lapsed, such as the most recent example of Frasers
Hospitality Trust. We highlight instances of failed conditional general offers and their
impact on the share price.

KEY FINANCIALS

Year to 31 Dec (S$m) 2020 2021 2022F 2023F 2024F
Net turnover 87 101 111 116 121
EBITDA 14 21 20 21 22
Operating profit 11 18 17 19 20
Net profit (rep./act.) 9 16 15 17 18
Net profit (adj.) 12 16 15 17 18
EPS (S$ cent) 24 3.2 3.2 34 3.7
PE (x) 16.3 12.2 12.4 11.5 10.7
P/B (x) 1.2 1.1 1.1 1.0 0.9
EV/EBITDA (x) 10.9 7.3 7.7 7.3 6.9
Dividend yield (%) 1.0 1.8 1.6 1.7 1.9
Net margin (%) 10.0 15.5 13.9 14.3 14.7
Net debt/(cash) to equity (%) (10.8) (13.7) (21.4) (28.5) (34.7)
Interest cover (x) 14.1 421 40.2 42.3 44.5
ROE (%) 5.8 9.7 8.8 8.9 8.9

Source: SMG, Bloomberg, UOB Kay Hian
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COMPANY DESCRIPTION

Singapore Medical Group

$$0.395

n.a.)

is a private

specialist and healthcare provider with a
network of more than 20 medical specialties.
The group has more than 27 clinics
strategically located across Singapore with
operations in Vietnam and Indonesia.
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PRECEDENTS OF FAILED CONDITIONAL GENERAL OFFERS

Company Announced Closing Remarks Price Performance after offer lapsed
Date Date M M
(%) (%)
IPC Corp 01 Apr15 15May 15 Acceptance below condition (3.5) (10.0)
New Wave 190ct17 30 Nov 17 Acceptance below condition (7.7 0.0
Challenger 20 Mar19 27 Jun 19 Not passed in EGM 0.0 (4.5)
Indofood Agri 10Apr19 25Jun19 Acceptance below condition (8.4 0.8
Resources
JEP 13May 19 24 Jun 19 Acceptance below condition 0.7 0.7)
Darco Water 05May 20 23 Jun 20 Acceptance below condition (5.9) (29.4)
Frasers Hospitality ~ 13Jun22 12 Sep 22 Not passed in EGM (32.1) (35.7)
Trust

Source: Bloomberg, UOB Kay Hian
STOCK IMPACT

o TLW’s revised offer of $$0.40/share falls within the estimated range of value of the
IFA. As mentioned in paragraphs 9.1 to 9.6 of the IFA Letter, the IFA has evaluated
various factors, and considered among others the historical market prices of the shares,
earnings-based ratios such as PER and EV/EBITDA, as well as asset-based ratios such
as P/NAV and P/NTA of SMG. Given that SMG does not rely on its fixed assets to
generate revenue, the IFA has focused on the earnings-based approach for the purpose
of estimating a range of values of the shares. Based on the average PE and EV/EBITDA
statistics of the Comparable Companies as well as the offer premium analyses in
connection with the Selected Comparable Transactions, the IFA is of the view that the
estimated range of values of SMG's shares is between S$0.39 and S$$0.46 per share.

EARNINGS REVISION/RISK
« None.
VALUATION/RECOMMENDATION

o Accept offer. We recommend investors to accept the offer as TLW has revised the offer
upwards by 8.1% to achieve significantly higher premiums to the VWAPSs, and the share
price may potentially trade lower in the event that the offer fails. Also, the revised offer is
closer to our last target price of S$0.45, based on an 2022F PE of 14x (historical mean
PE).

SHARE PRICE CATALYST
 Earnings-accretive M&As.

« Diversity in business segments and geographic footprint.

SMG'S HISTORICAL PE CHART
!

Source: UOB Kay Hian, Bloomberg
SMG’S HISTORICAL P/B CHART
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PEER COMPARISON
Company Ticker Price @ Market PE P/B
7-Nov-22 Cap 2021 2022 2023 2022
(Iey) (US$m) ) (&) ) (@)
Raffles Medical RFMD SP 134 1,769 29.7 18.8 20.5 24
Talkmed TKMED SP 0.40 377 211 na. n.a. na.
Q & M Dental QNM SP 0.345 233 10.7 15.7 133 31
Asian Healthcare AHSP SP 0.186 77 19.8 n.a. n.a. na.
Hc Surgical HSP SP 0.38 40 8.9 n.a. n.a. n.a.
Average (Excl RFMD) 15.1 15.7 13.3 31
Singapore Medical SMG SP 0.395 137 12.2 12.4 115 11

Source: UOB Kay Hian, Bloomberg
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PROFIT & LOSS
Year to 31 Dec (S$m)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Associate contributions
Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

CASH FLOW

Year to 31 Dec (S$m)
Operating

Pre-tax profit

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments

Issue of shares

Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Ending cash & cash equivalent

2021
100.8
208
31
176
0.9
(0.5)
181
24
(0.1)
156

2021
245

181
(2.0)
8.9
(0.9)
13
(1.4)
05
9.7)
(3.9
(3.6)
0.0
2.3)
(13.8)
(3.0)
(0.0)
00
(11.3)
06
1.0
256
26.6

2022F
110.7
198
25
17.3
0.9
(0.4)
178
(2.3)
©0.1)
15.4

2022F
20.8

178
(2.3)
25
(0.9)
(0.9)
0.0
0.0
(15)
(L5)
0.0
0.0
0.0
(3.1)
(3.1)
0.0
20
(2.0
0.0
15.7
26.6
423

2023F
116.3
208
21
187
0.9
0.4)
192
(2.5)
(0.1)
166

2023F
21.8

19.2
(2.5)
21
(0.9)
(0.3)
0.0
0.0
(15)
(L5)
0.0
0.0
0.0
3.3)
3.3)
0.0
20
(2.0)
0.0
165
423
58.8

2024F
1210
219
19
201
0.9
(04)
206
(2.7)
(0.1)
17.8

2024F
225

206
@7
1.9
(0.9
(0.3)
0.0
0.0
(15)
(15)
0.0
0.0
0.0
(3.6)
(3.6)
0.0
2.0
(2.0)
0.0
16.9
58.8
757

BALANCE SHEET
Year to 31 Dec (S$m)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities

LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS

Year to 31 Dec (%)
Profitability

EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (ad].)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity

Interest cover (x)

2021
8.8

157.1
26.6
9.2
201.7
15
24.8
22

6.6
167.9
L4
2017

2021

20.6
17.9
15.5
8.0
9.7

155
484
716
788
33.1
33.1

22
22
(13.7)
421

2022F
53

157.1
42.3
11.4

217.6

15
28.3
22

6.6
180.2

(13)
2176

2022F

17.9
16.1
13.9
7.3
8.8

2.0
(21.4)
402

2023F
47

157.1
58.8
11.9

2334

15
30.7
2.2

6.6
1935

12)
2334

2023F

17.9
16.6
14.3
7.4
8.9

5.0
5.2
8.1
8.1
8.1
8.1

1.9
19
(28.5)
423

2024F
4.3

157.1
75.7
12.3

250.0

15
329
22

6.6
207.8

(1)
250.0

2024F

18.1
17.0
147
74
8.9

4.0
53
7.1
7.1
7.1
7.1

17
18
(34.7)
445
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH 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 U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
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