UG Healthcare Corporation Ltd

Stability and value creeping up

SINGAPORE | HEALTHCARE | 2Q22 RESULTS

= 1H22 PATMI fell 67% YoY to S$21.2mn. Revenue/PATMI were within expectations at
52%/54% of our FY22e forecasts. Glove selling prices fell by more than 50% and glove
production was disruptedin the three months of July to September 2021.

=  We believe industry glove prices arestill slippingin 1Q22, butata slower paceofaround 10%
QoQ to US$20-25.

= We maintainour FY22e earnings forecast. Some stabilityiscreepingupin gloveselling prices.
Any rebound in prices will remain elusivedueto the huge influx of nitrile capacity, especially
from China. Our target priceis unchanged at $50.32 and pegged ata 30% discountto the Big
4 glove makers. This implies 5x FY22e PE. We raise our recommendation from ACCUMULATE
to BUY. We see valueinthe sharepriceas thecompanyis trading below its book valueof 33.8
cents and 43% of the market capitalisationisnetcash.

Results at a glance

SGD '000 2Q22 2Q21 YoY 1Q22 QoQ Comments YoY%

Revenue 57,160 88,239 -35.2% 60,118 -4.9%

Gross profit 20,469 56,103 -63.5% 24,081 -15.0%

PBT 12,089 46,177 -73.8% 13,822 -12.5%

PATMI 10,687 32,260 -66.9% 10,559 1.2%

Gross Margins 35.8% 63.6% -27.8% 40.1% -4.2% ASP declined around 50%.
Net cash 73,102 32,547 124.6% 80,471 -9.2% 43% of market cap.is in cash.

Source: Company, PSR

The Positive
+ Stronger balance sheet.Net cashin1H21was S$73.1mn (1H20:$32.5mn), boosted by free cash-
flows of S$21.5mn. Net cashrepresents 43% of the market capitalisation.

The Negative

- Further delay in new capacity. The new 1.2bn glove factory in Seremban will be delayed from
March 2022 to May 2022. Construction work stopped from June to August due to lockdowns and
labour shortages. It onlyresumed in mid-September. Meanwhile, the focus for the company will
be on glove branding efforts and sourcing of new factory workers.

Outlook

Glove prices especially for nitrile are still declining but at a slower pace. Chinese manufacturers
remain the largest price disrupter in the industry prompting Malaysian peers to either match or
come closer to the lower prices. The ample capacity in China is reflected by their short delivery
times to meet customer orders.

UGHC can fare better than peers despite lower prices by: (i) Outsourcing more customer orders
to third party factories to take advantage of these lower factory prices; (ii) UGHC enjoys higher
prices as a distributor to end customers. Such end customers pay a premium due to the smaller
order quantities of cartons or pellets; (iii) UGHC is experiencing glove demand from new industries
such as farming and beauty; and (iv) Emerging market customers are upgrading their quality
standards as health awareness has risen significantly due to the pandemic. UGHC’s exposure to
emerging markets and latex gloves such as Brazil, China and Nigeria is around 45% of sales.

Upgrade to BUY from ACCUMULATE with an unchanged target price of $$0.32
We find valuations of the company turning more attractive and the paceof declinein glove prices
tapering off.
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BUY (Upgraded)

CLOSING PRICE SGD 0.270
FORECAST DIV SGD 0.005
TARGET PRICE SGD 0.320
TOTAL RETURN 20.4%
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KEY FINANCIALS
Y/EJun, SGD (mn) FY20 FY21 FY22e FY23e
Revenue 1442 338.4 226.6 253.0
EBITDA 16.4 1194 433 58.7
Net Profit 13.4 1183 39.6 54.1
EPS (SGD cents) 2.3 19.4 6.4 8.8
P/E (X) 119 1.4 4.2 3.1
Dividend Yield 26% 23% 19% 2.2%
ROE 24.7% 60.7% 17.1% 19.1%
ROA 11.9% 44.1% 13.2% 15.0%

Source: Company, PSR

VALUATION METHOD
5x PE Multiple FY22e

Paul Chew (+656212 1851)
Head of Research

paulchewkl@phillip.com.sg
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Income Statement
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Balance Sheet

Y/E Jun, SGD '000 FY19 FY20 FY21 FY22e FY23e Y/E Jun, SGD '000 FY19 FY20 FY21 FY22e FY23e
Revenue 91,715 144,209 338,401 226,603 252,952 ASSETS
Gross profit 18,719 42,519 196,160 78,966 100,957 Trade and other receivables 24,052 32,858 60,635 54,385 60,708
EBITDA 3,129 16,393 119,400 43,309 58,705 Cash 4,871 9,292 68,441 94,727 130,921
Depreciation & amortisation  (1,608)  (2,443) (3,017)  (4,119) (4,704) Inventories 31,031 33,723 72,408 61,183 68,297
EBIT 1,506 13,930 116,365 39,172 53,983 Total current assets 61,750 75,987 201,484 210,294 259,927
Net Finance Inc/(Exp) (1,618)  (1,985) (604) (470) (548) PPE & IA 32,340 31,778 49,357 70,220 80,498
Profit before tax 2,763 18,057 159,403 50,465 68,978 Others 4,999 5,250 17,446 18,646 19,846
Taxation (546) (2,971) (39,459) (10,093) (13,796) Total non-current assets 37,339 37,028 66,803 88,866 100,344
Minority intrest 290 (1,684) (1,684) (807) (1,104) Total Assets 99,089 113,015 268,287 299,160 360,271
PATMI 2,507 13,402 118,260 39,564 54,079
LIABILTIES
Accounts payable 14,184 18,469 34,755 33,990 43,002
Bank borrowings 32,239 30,520 9,957 4,957 4,957
Derivatives - - - - -
Others - - - - -
Total current liabilities 46,424 50,815 62,951 57,186 66,198
Deferred tax liabilities 3,201 3,142 4,524 4,524 4,524
Long-term borrowings 6,100 4,595 5,303 5,303 5,303
Others - 191 749 749 749
Total non-current liabilities 9,301 7,928 10,576 10,576 10,576
Per share data (SGD Cents) Total Liabilities 55,725 58,743 73,527 67,762 76,774
Y/E Jun FY19 FY20 FY21 FY22e FY23e
EPS, Reported 0.4 2.3 19.4 6.4 8.8 Equity
DPS 0.3 0.7 0.6 0.5 0.6 Non-controlling interests 1,036 2,051 4,124 4,931 6,035
BVPS 7.5 9.2 31.6 375 46.0 Shareholder Equity 43,364 54,272 194,760 231,397 283,497
Cash Flow Valuation Ratios
Y/E Jun, SGD '000 FY19 FY20 FY21 FY22e FY23e Y/E Jun FY19 FY20 FY21 FY22e FY23e
CFO P/E (X) 62.5 11.9 1.4 4.2 31
Profit before tax 2,763 18,057 159,403 50,465 68,978 P/B (X) 3.6 2.9 0.9 0.7 0.6
Adjustments 736 2,551 4,315 2,130 2,103 EV/EBITDA (X) 62.9 11.6 0.9 1.9 0.8
WC changes (7,652) (7,782) (50,372) 16,711 (4,427) Dividend Yield (%) 1.0 2.6 2.3 1.9 2.2
Cash generated from ops (4,153) 12,826 113,346 69,306 66,654 Growth & Margins
Tax paid (523) 125 (31,814) (10,093) (13,796) Growth
Cashflow from ops (6,367) 10,989 80,958 58,743 52,311 Revenue 17.5% 57.2% 134.7% -33.0% 11.6%
CFl EBITDA -38.8% 423.9% 628.4% -63.7% 35.5%
CAPEX, net (8,532)  (3,288) (19,677) (25,000) (15,000) EBIT -59.0% 825.0% 735.4% -66.3% 37.8%
Others 1,643 441 761 1,277 1,967 Net profit, adj. -42.2% 434.6% 782.4% -66.5% 36.7%
Cashflow from investments (6,889) (2,847) (18,916) (23,723) (13,033) Margins
CFE Gross margin 20.4% 29.5% 58.0% 34.8% 39.9%
Shareissuance, net - - 18,672 - - EBITDA margin 3.4% 11.4% 35.3% 19.1% 23.2%
Loans, net of repayments 11,499 (3,224) (19,855)  (5,000) - EBIT margin 1.6% 9.7% 34.4% 17.3% 21.3%
Dividends (103) (104) (1,088) (3,735) (3,083) Net profit margin 2.7% 9.3% 34.9% 17.5% 21.4%
Others - (410) (634) - - Key Ratios
Cashflow from financing 11,396 (3,738) (2,905) (8,735) (3,083) ROE 5.8% 24.7% 60.7% 17.1% 19.1%
Net change in cash (1,860) 4,404 59,137 26,286 36,195 ROA 2.5% 11.9% 44.1% 13.2% 15.0%
CCE, end 6,615 9,292 68,429 94,715 130,909 Net Gearing 70.5% 44.9% Netcash Netcash Netcash
Net Debt/EBITDA (X) 9.8 1.5 -0.5 -2.0 -2.1

Source: Company, Phillip Securities Research (Singapore) Estimates
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PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base ourrecommendations entirely on the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information

This reportis prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s licence under the
Financial Advisers Act, Chapter110in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been providedto youfor personal use onlyand shall notbe reproduced, distributed or published byyou inwhole or in part,
for any purpose.Ifyou have received this report by mistake, please delete or destroyit, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained inthis reporthas been obtained from public
sources which Phillip Securities Research believes tobe reliable. However, Phillip Securities Research does not make any rep resentation or warranty, express or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is
subjectto change, and Phillip Securities Research shall nothave anyresponsibility to maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subjectto change atany time without
prior notice.Past performance of any product referredto inthis reportis not indicative of future results.

This report does not constitute, and should not be used as a s ubstitute for, tax, legalor investment advice. This report should not be relied upon exclusivelyor as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fa ctthat this report has been made available
constitutes neither a recommendationto enter into a particulartransaction, nor a representation that any product described in this report is suitable orappropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with re spect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothingin thisreport shall be construedto be an offeror solicitation for the purchase or sale of any product. Any decision to purchase anyproduct mentioned inthis
report should take into account existing publicinformation, including any registered prospectus i n respect of such product.

Phillip Securities Research, orpersons associated with or connected to Phillip Securities Research, including but not limitedto its officers, directors, employees or persons
involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not limited
to commercial /investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. Phillip
Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in theissuance of this report,may have participated in or investedin transactions with the issuer(s) of the securities mentioned inthis report, and may have
performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associa ted with or connected to Phillip Securities
Research, including but notlimitedto its officers, directors, employees or persons involvedin the issuance of this report, may have provided advice or investment services
to such companies and investments or related investme nts, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but notlimited to its officers, directors, employees or persons
involved intheissuance of this report may, from time to time maintain along or short position in securities referred to herein, orin related futures or options, purchase
or sell, make a market in, or engage inany other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. Investments
will be denominatedin various currencies including US dollars and Euro and thus will be subject to any fluctuationin exchan ge rates between US dollars and Euro or
foreign currencies and the currency of your own jurisdiction. Suchfluctuations may have an adverse effect onthe value, price orincome retum of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as setout above or otherwise holdan
interest, whether material or not, in respect of companies and investments or related investments, which maybe mentionedinthis report. Accordingly, informationmay
be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the issuance of this re port, which is notreflectedin this report, and Phillip Securities Research, or persons associated with or connected
to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may, to the extent permitted
by law, have acted upon orusedthe information priorto orimmediately following its publication. Phillip Securities Researc h, or persons associated with or connected to
Phillip Securities Research, including but not limited its officers, directors, employees or personsinvolved intheissuance of this report, may have issued other material
that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distributionto or use by, any personor entityin any jurisdiction or country where
suchdistribution, publication, availabilityorusewould be contrarytothe applicablelaw or regulationorwhichwould subjectPhillip SecuritiesResearch toany registration
or licensing or otherrequirement, or penalty for contravention of such requirements within such jurisdiction.

This reportisintended for general circulation only and does not take into account the specificinvestment objectives, financial situation or particular needs of any
particular person. The products mentionedin this report may notbe suitable for all investors anda personreceiving or reading this report should seek advice from a
professional and financial adviserregarding the legal, business, financial, taxand otheraspects including the suitability of such products, taking intoaccountthe
specificinvestment objectives, financial situation or particularneeds of that person, before making a commitment toinvest inany of such products.

This reportis not intended for distribution, publication toor use byanyperson inany jurisdiction outside of Si ngapore or any other jurisdiction as Phillip Securities
Research maydeterminein its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES

Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreignresearchhouse) in Singapore at250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, inrespect of any matters arising from, or in connection with, the
analysesor reports; and

(ii) to the extent that the analyses or reports are deliveredto and intendedto be received byanyperson in Singapore whois not an accredited investor, expert
investoror institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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