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Health Care Services



Bumrungrad Hospital



BH Current



Previous



Close



2017 TP



Exp Return



THAI CAC



CG 2016



BUY



BUY



176.50



200.00



+ 13.3%



Declared



3



Consolidated earnings



Cost control: Key growth driver for this year



BT (mn)



2015



2016



2017E



2018E



Normalized earnings



3,436



3,626



3,880



4,215



Net profit



3,436



3,626



3,880



4,215



4.72



4.98



5.33



5.78



EPS (Bt)



4.72



4.98



5.33



5.78



% growth



25.8



5.5



7.0



8.6



Dividend (Bt)



2.35



2.50



2.65



2.88



BV/share (Bt)



18.0



20.3



23.1



26.3



EV/EBITDA (x)



25.3



23.9



22.1



20.2



Normalized PER (x)



39.4



37.4



34.9



32.2



PER (x)



39.4



37.4



34.9



32.2



PBV (x)



10.3



9.2



8.0



7.1



We maintain our forecast which calls for BH's 2017 net profit to increase 7% Y-Y. Although we now expect revenues to be flat, it will be fully offset by efficient cost control, which will help sharply widen margin. BH continues to focus on upgrading of medical treatment capabilities and expansion of its capacity at its Main Campus in Nana area. Moreover, the company will turn to focus more on the Indochina market, while there begins to be improving signals in the Middle East thanks to state policy. In Thailand, BH continues to be support by referrals from domestic hospitals. We maintain our 2017 TP of Bt200 and retain our BUY rating on BH.



1.3



1.3



1.4



1.5



Weak revenues offset by efficient cost control



YE No. of shares (million)



728.6



728.6



728.6



728.6



No. of shares - full dilution



921.0



921.0



921.0



921.0



1.0



1.0



1.0



1.0



Normalized EPS (Bt)



Dividend yield (%)



Par (Bt)



Source: Company data, FSS estimates



Share data Close (03/05/2017)



176.50



SET Index



1,564.12



Foreign limit/actual (%)



49.00/22.33



Paid up shares (million)



728.69



Free float (%) Market cap (Bt m)



35.21 128,613.58



Avg daily T/O (Bt m) (2017 YTD) hi, lo, avg (Bt) (2017 YTD)



141.89 188.00, 173.50, 179.93



Source: Setsmarts



SET Index



Price (Bt)



1,750.00 1,600.00 1,450.00 1,300.00



360.00 324.00 288.00 252.00



1,150.00 1,000.00



216.00 180.00



850.00 700.00



144.00 108.00 SET BH Jan-12 Feb-12 Apr-12 May-12 Jul-12 Aug-12 Oct-12 Nov-12 Jan-13 Feb-13 Apr-13 May-13 Jul-13 Aug-13 Oct-13 Nov-13 Jan-14 Feb-14 Apr-14 May-14 Jul-14 Sep-14 Oct-14 Nov-14 Jan-15 Mar-15 Apr-15 Jun-15 Jul-15 Sep-15 Oct-15 Dec-15 Jan-16 Mar-16 Apr-16 Jun-16 Aug-16 Sep-16 Oct-16 Dec-16 Jan-17 Mar-17 May-17



550.00 400.00 250.00



Source: SET



Analyst: Veeravat Virochpoka Register No.: 047077 Tel.: +662 646 9821 email: [email protected] www.fnsyrus.com



72.00 36.00 0.00



In 1Q17, BH's net profit continued to jump 21.9% Q-Q and increase 2.8% Y-Y to Bt1bn, even though revenues increased 2.8% Q-Q and decreased 4% Y-Y. Such weak revenues were pressured by a sharp decline in the number of patients. To elaborate, the number of Thai patients was down in tandem with the economy and lower spending, while the number of foreign patients, especially from the Middle East, decreased after oil rich countries slashed their medical welfare, imposing co-payment rule on its citizens, after crude remained low. Nonetheless, such negative factor was fully offset by efficient cost control. Specifically, direct cost was down by 4.4% Q-Q and 5% Y-Y, while SG&A expense dropped 3% Q-Q and 9.3% Y-Y. As a result, EBITDA margin widened to a new high of 34.6% in 1Q17. Upgrade treatment capabilities and increase capacity at Main Campus BH continues to upgrade its medical treatment capabilities and increase its capacity at its Main Campus in Nana area. To elaborate, new buildings are being constructed in Sukhumvit Soi 1, while the company improves its BI Tower for patient service. What's more, there is the Annex project. All of which are expected to help increase in-patient capacity by 48 beds (i.e. by 8%) in order to cope with future growth. In 2019, BH will begin to construct its 2nd Campus on Petchburi Road. Meanwhile, BH will turn to focus more on the Indochina market, hoping that they will help offset the slowdown in the Middle East market. However, there begins to be more positive signals after Saudi Arabia has scrapped its order for 20% salary cut, while Abu Dhabi has cancelled the 20% co-payment rule for medical treatment in private hospitals. Although the latter is yet to reduce or remove its 50% copayment fee for medical treatment in foreign countries, it is now more likely to take place. Such factor will be positive for BH since the company earns 66% of its revenues from international patients (and about 8% from the U.A.E.) In Thailand, BH continues to expand its cooperation to receive referrals from 36 hospitals nationwide. Maintain 2017 TP of Bt200 and retain BUY rating We have cut our 2017E revenues to where it is nearly flat Y-Y (from 6% Y-Y) to reflect the current industry landscape. However, that is fully offset by a decrease in our cost estimate, which helps our 2017E EBITDA margin to widen to 33.8% (from 31.9%). Given that, our 2017E net profit remains nearly the same at Bt3.9bn (+7% Y-Y), while our 2017 TP is maintained at Bt200. Finally, we retain our BUY rating on BH in the light of strong balance sheet. Risks - A decline in the number of the Middle East patients; Failure to find growth elsewhere
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BH Income Statement (Consolidated)



Cash Flow Statement (Consolidated)



(Bt mn)



2014



2015



2016



2017E



2018E



(Bt mn)



2014



2015



2016



2017E



2018E



Revenue



15,571



17,600



17,851



17,864



19,136



Net profit



2,730



3,436



3,626



3,880



4,215



Cost of sales



9,496



10,396



10,400



10,218



10,907



Deprec. & amortization



1,045



1,045



1,139



1,239



1,262



Gross profit



6,076



7,204



7,451



7,646



8,228



Change in working capital



-1,930



-923



1,164



-428



-10



SG&A



2,806



3,109



3,135



3,037



3,234



Other adjustments



-44



-58



-25



-21



-21



Operating profit



3,270



4,096



4,316



4,609



4,994



Cash flow from operations



1,801



3,500



5,904



4,671



5,446



336



342



277



280



280



-1,898



-1,568



-2,246



-1,456



-294



0



0



0



0



0



-70



-16



-151



3



3



EBITDA



3,606



4,437



4,593



4,889



5,274



Cash flow from investing



-1,968



-1,584



-2,396



-1,453



-291



Interest charge



1,045



1,045



1,139



1,239



1,262



Free cash flow



-166



1,915



3,507



3,218



5,155



Tax on income



4,651



5,482



5,732



6,128



6,537



Net borrowings



52



59



-1,469



-167



-982



Earnings after tax



186



187



215



157



134



Equity capital raised



0



-0



0



0



0



Minority interest



685



823



774



852



925



Dividends paid



-1,433



-1,629



-1,767



-1,822



-1,934



Normalized earnings



2,735



3,428



3,604



3,880



4,215



Extraordinary items



5



-8



-22



0



0



2,730



3,436



3,626



3,880



4,215



Other income EBIT



Net profit



Balance Sheet (Consolidated) 2014



2015



2016



2017E



2018E



Cash



4,676



5,054



5,154



6,383



8,622



Current investment



0



0



0



0



0



Accounts receivable



1,525



2,318



1,695



2,008



2,151



292



309



310



304



325



Other current asset



2,007



2,407



1,643



1,643



1,643



Total current assets



8,499



10,088



8,803



10,338



12,741



Investment PPE Other assets Total Assets



233



234



236



236



236



9,948



10,472



11,579



11,796



10,828



464 19,145



Others



Others



366



34



-171



0



0



Cash flow from financing



-1,015



-1,537



-3,407



-1,989



-2,916



Net change in cash



-1,182



378



100



1,229



2,239



2014



2015



2016



2017E



2018E 7.1



Important Ratios (Consolidated)



(Bt mn)



Inventory



Capital expenditure



503



712



712



712



21,298



21,330



23,083



24,517



Growth (%) Revenue



9.3



13.0



1.4



0.1



11.4



17.9



4.6



6.9



6.7



Net profit



8.3



25.8



5.5



7.0



8.6



Normalized earnings



8.3



25.8



5.5



7.0



8.6



EBITDA



Profitability (%) Gross profit margin



39.0



40.9



41.7



42.8



43.0



EBITDA margin



29.2



30.6



31.6



33.8



33.7



EBIT margin



22.7



24.7



25.3



26.9



27.2



Normalized profit margin



17.2



19.1



20.0



21.4



21.7



Net profit margin



17.2



19.1



20.0



21.4



21.7



Normalized ROA



15.0



17.0



17.0



17.5



17.7



Normalize ROE



26.2



28.2



26.0



24.5



23.4



21.4



25.7



24.2



24.6



23.8



Short-term loans



0



0



0



0



0



Account payable



860



830



876



838



894



0



1,497



0



1,000



0



Other current liabilities



1,466



1,729



1,482



1,400



1,496



Normalized ROCE



Total current liabilities



2,326



4,056



2,358



3,237



2,391



Risk (x)



Long-term debt



4,972



3,481



3,485



2,485



2,485



D/E



0.7



0.6



0.4



0.4



0.3



587



660



699



514



514



Net D/E



0.3



0.2



0.1



0.0



-0.2



0.7



0.6



0.2



0.0



-0.5



Current maturities



Other LT liabilities Total non-cu



5,559



4,141



4,184



2,999



2,999



Net debt/EBITDA



Total liabilities



7,885



8,197



6,542



6,236



5,389



Per share data (Bt)



Registered capital



921



921



921



921



921



Reported EPS



3.75



4.72



4.98



5.33



5.78



Paid-up capital



730



730



730



730



730



Normalized EPS



3.75



4.72



4.98



5.33



5.78



Share Premium



286



286



286



286



286



EBITDA



6.38



7.52



7.87



8.41



8.97



92



92



92



92



92



15.45



17.98



20.30



23.12



26.25



1.95



2.35



2.50



2.65



2.88



1.0



1.0



2.0



3.0



4.0



P/E



49.6



39.4



37.4



34.9



32.2



Norm P/E



49.6



39.4



37.4



34.9



32.2



P/BV



12.0



10.3



9.2



8.0



7.1



EV/EBITDA



29.8



25.3



23.9



22.1



20.2



1.0



1.3



1.3



1.4



1.5



Legal reserve Retained earnings



Book value



8,992



10,799



12,658



14,717



16,998



Others



783



829



708



708



708



Par



Minority Interest



377



365



314



314



314



Valuations (x)



11,260



13,100



14,788



16,847



19,128



Shareholders' equity



Source: Company data, FSS research



Dividend



Dividend yield (%)
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Finansia Syrus Securities Public Company Limited Head Office



Thaisummit Tower



Alma Link



Amarin Tower



Central Pinklao 1



999/9 The offices at Central World 18th, 25th Fl., Rama 1 Rd., Patumwan, Bangkok



1768 Thaisammit Tower Building, 5th, 31th Fl., New Petchburi Road, Bangkapi, Huaykwang, Bangkok



9th, 14th, 15th Fl., Alma Link Building 25 Soi Chidlom, Ploenchit, Lumpini, Patumwan, Bangkok



496-502 Amarin Tower 20th Floor, Pleonchit, Lumpini, Pathumwan, Bangkok



7/129-221 Central Pinklao Office Building, Room 1404, 14th Fl., Baromratchonnanee Road, Arunamarin, Bangkoknoi, Bangkok



Bangkapi



Bangna



Sindhorn 1



Kian Gwan (Sindhorn 2)



Sindhorn 3



3105 N Mark Building, 3rd Floor, Room A3 R02, Ladprao Road, Klongjan, Bangkapi, Bangkok



1093 Tower 1 Office, 19th Floor, Room 1093/105 Moo 12, Bangna-Trad Road, Bangna, Bangkok



130-132 Sindhorn Building 1, 2rd Floor, Wireless Road, Lumpini, Pathumwan, Bangkok



140/1 Kian Gwan House II 18th Floor, Wireless Road, Lumpini, Pathumwan, Bangkok



130-132 Sindhorn Building 3, 19th Floor, Wireless Road, Lumpini, Pathumwan, Bangkok



Ladprao



Prachachuen



Rang sit



Thaisummit Tower



Rattanatibet



555 Rasa Tower 2, 11st Floor, Unit 1106, Phaholyothin Road, Chatuchak, Bangkok



105/1 B Building, 4th Floor, Thessabansongkhrao Road, Ladyao, Jutujak, Bangkok



1/832 Phaholyothin 60 Kukod, Lumlookka Pratumtanee



1768 Thaisammit Tower Building, 2nd Floor, New Petchburi Road Bangkapi, Huaykwang, Bangkok



68/127 Moo 8 Rattanatibet Road, Tumbon Banggrasor, Aumphoe Muang, Nonthaburi



Sriracha



Khonkaen 1



Khonkaen 3



Udonthani



Chiangmai 1



135/99 (G fl.) Sukumvit Road, Tumbon Sriracha Aumphoe Sriracha, Chonburi



311/16 2nd Floor, Klangmeung Road, Tumbon Nai Meung, Aumphoe Meung, Khonkaen



311/1 Khang Meung Road, Tumbon Nai Meung, Aumphoe Meung Khonkaen, Khonkaen



104/6, 2 fl., ICBC Bank Tower Udon Dusadee Road, Tumbon Mak Khaeng, Aumphoe Muang Udon Thani, Udon Thani



308 Chiang Mai Land, Chang Klan R., Chang Klan



Muang Chiangmai



Chiangmai 2



Chiangmai 3



Chiangrai



Measai



Nakornratchasima



310 Chiang Mai Land,



Maliplace Building 32/4 moo 2



Chang Klan R., Chang Klan



1 fll., B1-1, B1-2 room



Tumbon Maehia Chiangmai



119 Moo 10, Tumbon Maesai, Aumphoe Muang, Cheangrai



1242/2 A3 room, 7 fl., The Mall Ratchasima



Muang Chiangmai



353/15 Moo 4, Tumbon Rimkok Aumphoe Muang, Cheangrai



Mittraphap rood Tumbon Nai Muang Aumphoe Muang Nakornratchasima



Nakornratchasima Samutsakorn



Nakornpathom



Phuket



Hatyai 1



Hatyai 2



1045/16-17 Vichienchodok, Tumbon Mhachai, Aumphoe Meungsamutsakorn, Samutsakorn



28/16-17 Yingpao Road, Tumbon Sanamjan, Aumphoe Muang, Nakornpathom



22/18 Vanish Plaza Shopping Mall, Luangporwatchalong Road, Tumbon Talad Yai,



200/222, 200/224, 200/226 Juldis Hadyai Plaza, 2rd Floor, Building, Niphat Uthit 3 Road, Aumphoe Hadyai, Songkhla



106 Prachathipat Road, Aumphoe Hadyai, Songkhla



Hatyai 3



Krabi



Trang



Suratthani



Pattane



200/222, 200/224, 200/226 Juldis Hadyai Plaza, 2rd Floor, Building, Niphat Uthit 3 Road, Aumphoe Hadyai, Songkhla



223/20 Mharaj Road, Tumbon Paknam, Aumphoe Meung, Krabi



59/28 Huaiyod Road, Tumbon Thaptieng, Aumphoe Meungtrang, Trang



173/83-84 Moo 1 Watpho-Bangyai Road., Tumbon Makamtia, Aumphoe Mueang, Suratthani



300/69-70 Moo 4, Tumbon Rusamirae, Aumphoe Meung, Pattane



SBI Thai Online Securities Company Limited 1768 Thai Summit Tower, 31st Fl., New Petchburi Rd., Bangkapi, Huaykwang, Bangkok



Recommendation Definitions BUY HOLD SELL TRADING BUY OVERWEIGHT NEUTRAL UNDERWEIGHT



The The The The The The The



latest close is below our target price and the estimated upside is 10% or more. latest close is below our target price and the estimated upside is 0-10%. latest close is above our target price. latest close is above our target price but the price is expected to be driven by short-term positive factors estimated return is higher than the market average. estimated return is the same as the market average. estimated return is lower than the market average



Note: The expected return may change as market risks increase or decline. DISCLAIMER: This report has been prepared by Finansia Syrus Securities Public Company Limited (FSS). The information herein has been obtained from sources believed to be reliable and accurate; however FSS makes no representation as to the accuracy and completeness of such information. Information and opinions expressed herein are subject to change without notice. FSS has no intention to solicit investors to buy or sell any security in this report. In addition, FSS does not guarantee returns nor price of the securities described in the report nor accept any liability for any loss or damage of any kind arising out of the use of such information or opinions in this report. Investors should study this report carefully in making investment decisions. All rights are reserved. This report may not be reproduced, distributed or published by any person in any manner for any purpose without permission of FSS. Investment in securities has risks. Investors are advised to consider carefully before making investment decisions. Finansia Syrus Securities Public Company Limited may act as market maker and issuer of DWs. The company may prepare the research reports on those underlying securities. Investors should carefully read the details of the derivative warrants in the prospectus before making investment decisions.
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Thai Institute of Directors Association (IOD) – Corporate Governance Report Rating 2016



Sc ore Range



Rating



Desc ription



100-90



Excellent



80-89



Very Good



70-79



Good



60-69



Satisfactory



50-59



Pass






no logo given



n/a



IOD (IOD Disclaimer) The Corporate Governance Report (CGR) of Thai listed Companies is based on a survey and assessment of information which companies listed on the Stock Exchange of Thailand and the Market for Alternative Investment (“listed companies”) disclose to the public. The CGR is a presentation of information from the perspective of outsiders on the standards of corporate governance of listed companies. It is not any assessment of the actual practices of the listed companies, and the CGR does not use any non-public information. The CGR is not therefore an endorsement of the practices of the listed companies. It is not a recommendation for investment in any securities of any listed companies or any recommendation whatsoever. Investors should exercise their own judgment to analyze and consider any information relating to the listed companies presented in this CGR report. No representation or warranty is made by the Institute of Directors or any of its personnel as to the completeness or accuracy of the CGR report or the information used.



---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------



Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) 1 CG Score 2016 from Thai Institute of Directors Association (IOD) 2 Companies participating in Thailand's Private Sector Collective Action Coalition Against Corruption programme (Thai CAC) under Thai Institute of Directors (as of October 28, 2016) are categorised into: - companies that have declared their intention to join CAC, and - companies certified by CAC.
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