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SECTOR UPDATE 

Healthcare – Malaysia 
Prospects Appear Largely Priced In  
While Turkey faces headwinds, IHH Acibadem’s revenue intensity has consistently 
outstripped the high inflationary environment. Meanwhile, Duopharma is on the cusp of 
renewing its sizeable insulin contract with the government. Maintain MARKET WEIGHT 
as forward prospects appear largely priced in at this juncture. We like IHH as our top 
pick for the sector for its resilient, attractive and defensive earnings and increasingly 
diminished risk tied to operations in emerging markets.  

WHAT’S NEW 
• Duopharma on the cusp of extending public sector supply agreement... Duopharma’s 

core supply agreement for its insulin contract to the government had expired in Dec 21. It is 
on the cusp of a renewal, with a Letter of Award already being issued to Duopharma. Salient 
details to the contract are being reviewed but positively, the contract is now worth 
significantly more at RM375m or RM125m p.a. vs the previous contract of RM91m p.a.. The 
proposed new contract supply expires in Dec 24. The renewal of the insulin contract is within 
expectations, but the increased value comes as a positive surprise. This however, could 
offset potentially lower margins commanded in the supply agreement.  

• …will realise COVID-19-related earnings in 4Q21 onwards. Pfizer-BioNTech has been 
the vaccine of choice for the Malaysian adolescent population and for the booster shots. 
Only later were the Sinovac and Astra-Zeneca vaccines approved as booster shots but only 
for those who have previously received the same vaccine, while Pfizer-BioNTech is a 
heterologous booster. Meanwhile in the private sector, Duopharma offers the Sinopharm 
vaccine, having commenced distribution in mid-Oct 21. We understand uptake has been 
lukewarm and contributions to 4Q21 could be limited. But over 2022, Duopharma intends to 
achieve its RM50m vaccine sales target by targeting of foreign labour and the unvaccinated 
who are not comfortable with the choice of vaccines offered by the government. This could 
supplement 2022’s earnings by 6.4%. 

ACTION 
• Maintain MARKET WEIGHT. The sector has seen its worst after having to navigate severe 

dips in patient volume. Despite this, valuations have held up well. Apart from the gradual 
recovery, we do not expect convincing catalysts ahead to spark a re-rating. Hospital 
operators KPJ and IHH are likely to have seen earnings bottom out in 2Q21. Domestic 
inpatient volume should recover, anchoring earnings for 2022, further aided by the return of 
foreign medical patients in the medium term. With the recovery off a low base, diminished 
risk factors and compelling valuations, we continue to like IHH as the top pick for the sector. 
Its local domestic peer, KPJ, appears to have its prospects priced in at this juncture. 
Meanwhile, we are buoyant over Duopharma, as it offers decent execution and attractive 
growth even though sentiment over its vaccine role has normalised. 

 MARKET WEIGHT 
(Maintained) 
 
 
SECTOR PICKS 

Company Rec 
Share Price 

(RM) 
Target Price 

(RM) 
Duopharma BUY 1.61 1.94 
KPJ HOLD 1.04 1.15 
IHH BUY 6.76 7.40 

Source: UOB Kay Hian 
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PEER COMPARISON 
Name Ticker Rec Currency Price @ 5 Jan 22 Target Price Mkt Cap ------- PE (x) ------- --- EV/EBITDA (x) --- Div Yield (%) P/B (x)

(lcl) (lcl) (US$m) 2020F 2021F 2020F 2021F 2020F 2020F 
KPJ Healthcare KPJ MK HOLD RM 1.04 1.15 1099 28.0 21.9 11.0 9.7 1.6 2.1 
IHH Healthcare IHH MK BUY RM 6.76 7.40 14483 36.9 34.5 15.5 16.2 0.8 2.5 
Raffles Medical RFMD SP BUY SGD 1.35 1.66 1884 31.3 31.1 17.5 17.6 1.7 2.6 
BKK. Chain Hosp. BCH TB HOLD THB 20.90 20.00 1511 20.1 29.8 11.8 15.7 2.5 4.4 
BKK. Dusit BDMS TB BUY THB 22.40 28.50 11021 41.6 35.1 19.8 17.6 1.2 4.2 
Bumrungrad Hosp. BH TB BUY THB 133.00 175.00 3378 47.8 34.1 24.9 19.4 1.1 5.9 
Regional hospitals avg 5563 34.3 31.1 16.8 16.0 1.5 3.6 
Duopharma DBB MK BUY RM 1.61 1.94 372 19.9 17.4 11.5 10.4 3.9 2.3 
APEX Healthcare APEX MK NR RM 2.60 n.a. 299 21.9 20.2 13.7 12.4 1.4 3.1 
Pharmaniaga PHRM MK NR RM 0.76 n.a. 236 10.8 16.1 8.2 10.6 6.9 2.6 
Malaysia pharma avg 302 17.5 17.9 11.1 11.1 4.1 2.7 

Source: Bloomberg, UOB Kay Hian 
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ESSENTIALS 
• Headwinds abound in Turkey but Acibadem has a proven track record. Macroeconomic 

conditions in Turkey appear strained. Turkish Lira/RM has depreciated 21% against 2020’s 
average. This largely stems from the country’s high inflation. In 2015-20, inflation grew at a 
five-year CAGR of 13.4%. However, Acibadem is well insulated by its inflation-adjusted 
treatment cost, as reflected by inpatient revenue growing at a five-year CAGR (2015-20) of 
18.1%, outstripping Turkey’s inflation rate. Acibadem’s inpatient revenue is resilient because: 
a) of its upmarket hospitals; and b) about 40% of its revenue is derived from its foreign 
patients and European operations. Against this backdrop, we are assured Acibadem will be 
able to navigate its domestic headwinds at this juncture.  

• Inpatient volume due for a rebound. The two years preceding the COVID-19 outbreak 
(2018 and 2019) saw robust inpatient admission growths of 4.0% and 6.3% respectively. The 
typically defensive healthcare sector was blindsided by minimal foreign medical tourism and 
fears of contracting COVID-19 in high-risk areas such as hospitals. This dragged down 
inpatient volume to 28.7%. It was not until 2Q21 that IHH saw inpatient volume turn steady. 
Laggard KPJ is only expected see inpatient volume growth from 4Q21 onwards. Now that 
the worst is over, 2022 will be further supported by inbound foreign medical patients. Given 
this robust backdrop, we anticipate patient volume to grow 20%. We believe this should well 
support earnings and by extension, valuations for the hospitals.  

• IHH Healthcare (IHH MK/BUY/Target: RM7.40). Our SOTP-based target price implies 
39.8x 2022F PE, below its historical five-year, 12-month forward PE of 45x. Valuations 
appear attractive with IHH’s: a) resilient yet defensive three-year earnings (2020-23F) CAGR 
of 34.7%, and b) sound track record. The operational earnings drag at IHH’s North Asia 
operations have diminished while Acibadem’s operations are being increasingly de-risked 
with an increasingly foreign patient mix. The diminished risks and attractive valuations far 
exceed the uncertainty over Fortis and IHH’s initial 31% stake that has been brought into 
question. 

• Duopharma Biotech (DBB MK/BUY/Target: RM1.94). Duopharma’s valuations have 
moderated over the year as it did not secure approval for its Sputnik V vaccine. However, it 
has delivered consistent earnings and offers an attractive growth outlook for a defensive 
company. Furthermore, it is on the verge of securing a larger and longer term insulin contract 
with the government. As such, we believe Duopharma’s valuations are deserving of a 
premium to its historical valuations. As such, our target price is pegged to 23x 2022F PE, or 
+0.5SD to its five-year average PE mean.  

• KPJ Healthcare (KPJ MK/HOLD/Target: RM1.15). Our target price is based on 12x 
EV/EBITDA, a 20% discount to regional peers’, and implies 34.3x 2022F PE. We believe the 
20% discount is fair as: a) KPJ’s growth is largely restricted to an increasingly saturated 
market in Malaysia, b) it has a stretched balance sheet (net gearing of 0.7x vs sector’s 0.4x), 
and c) the stock is illiquid. At this juncture, KPJ’s prospects appear to be fairly priced. 

 

IHH’S EARNINGS BREAKDOWN BY REGION 
(9M21) 
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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  
(ii) 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 
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This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning 
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 
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This report cannot be distributed into the U.S. or to any U.S. person  or entity except in compliance with applicable U.S. 
laws and regulations. It is being distributed in the U.S.  by UOB Kay Hian (US) Inc, which accepts responsibility for its 
contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in 
the report should contact UOB Kay Hian (US) Inc. directly. 
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