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KPJ Healthcare Bhd HOLD (FV: RM3.92)

“Take Over Bid on Crossborder Hall and

Rationale for the takeover. We view that the
takeover bid by KPJ is to leverage on the private
sector growth in Indonesia to rationalize and
streamline its operation to improve further taking
advantage of the robust domestic economic growth.
Hence, the takeover would be a positive move as
healthcare sector is a recession proof as people seek
healthcare no matter what’s happening to the
economy.

Impact to bottomline. At this juncture, we are
uncertain on the financial impact to KPJ as both
companies are private limited companies. Hence, the
financial information is restricted at this point.
However, we view that the financial contribution from
both companies possibly is too minute to the Group.
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Nonetheless, we are of the view that the takeover bid is more on non-financial reason as KPJ is
seemingly seeing as spreading its wings and leveraging on the rising of private healthcare industry
in Indonesia and hence, building and enhancing its brand name there.

e Change to forecast. We leave unchanged of our FY15 and FY16 forecast as 1) the takeover bid is
only at the early stage and the possibility of contribution is too minimal for Group’s earnings

e Valuation and recommendation. We value KPJ at RM3.92 and the stock is a HOLD.

Table 1: Peers Comparison

oo Year | Price EPS (sen) P/E (X) P/B (X) {0]3 Yli):l,d Target Call
End | (RM) | FY15 | FY16 | FY15 | FY16 | FY15 | FY16 | (8) | '(g | Price

KPJ Healthcare Dec @ 4.26 14 11.9  1.76 3.92 Hold

< IHH Healthcare Dec | 5.98 12 14 51 42 3 2 4.0 0.50 4.92 Hold
PharmaNiaga Dec @ 6.23 39 42 16 15 3 3 18.5 4.55 NA NA
Average 22 24 33 28 3 2

Source: Bloomberg, M&A Securities

Table 2: Financial Forecast

YE: Dec (RM FY12 FY13 FY14 FY15F FY16F
million)

Revenue 2,096 2,342 2,648 3,026 3,457
E Gross profit 656 708 781 850 930
EBIT 171 149 182 207 236
PBT 197 159 195 222 253
Net profit 147 101 122 139 158
EPS (sen) 24 19 12 14 16
PBT margin 9% 9% 9% 7% 7%
Net profit margin 7% 7% 7% 5% 5%
PER (x) 24 33 32 24 24
P/BV (x) 4 4 3 3 3
DPS (sen) 7 6 6 7 7
Div Yield 1.9% 1.6% 1.6% 1.9% 1.9%

Source: Company, M&A Securities

Table 3: Projects committed under ETP

Total Capacity First Phase

Tg Lumpur Pahang 160 120 2015
Perlis Perlis 2015
BDO Johor 390 1 50 2016
Subtotal 640 330

Source: Company, M&A Securities
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Table 4: Other ongoing projects

Total Capacity First Phase

K/Bayuemas Selangor 2016
Miri Sarawak 1 20 2016
Subtotal 320 120
Source: Company, M&A Securities
KPJ Share Price vs. KLCI Net Profit vs Revenue
(Jan 2014-YTD) (FY12-FY16F)
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M A Securities

STOCK RECOMMENDATIONS

BUY Share price is expected to be >+10% over the next 12 months.

TRADING BUY Share price is expected to be >+10% within 3-months due to positive newsflow.
HOLD Share price is expected to be between -10% and +10% over the next 12 months.
SELL Share price is expected to be >-10% over the next 12 months.

SECTOR RECOMMENDATIONS

OVERWEIGHT The sector is expected to outperform the FBM KLCI over the next 12 months.
NEUTRAL The sector is expected to perform in line with the FBM KLCI over the next 12
months.

UNDERWEIGHT The sector is expected to underperform the FBM KLCI over the next 12 months.

DISCLOSURES AND DISCLAIMER

This report has been prepared by M&A SECURITIES SDN BHD. Readers should be fully aware that this
report is for informational purposes only and no representation or warranty, expressed or implied is
made as to the accuracy, completeness or reliability of the information or opinion contained herein.
The recommendation and opinion are based on information obtained or derived from sources
believed to be reliable.

This report contains financial forecast/projection based on our assumptions which may defer from
the actual financial results announced by the companies under coverage. All opinions, estimates and
assumptions are subject to change without notice. Analysts will initiate, update and cease coverage
solely at the discretion of M&A SECURITIES SDN BHD.

Investors are to be cautioned that value of any securities invested may fluctuate from time to time.
We advise investors to seek financial, legal and other advice for investing based on the
recommendation of our report as we have not taken into account each investors’ specific investment
objectives, risk tolerance and financial position.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. M&A SECURITIES SDN BHD can accept no liability for any consequential loss or
damage whether direct or indirect. Investment should be made at investors’ own risks.

M&A SECURITIES SDN BHD and INSAS GROUP of companies, their respective directors, officers,
employees and connected parties may have interest in any of the securities mentioned and may
benefit from the information herein. M&A SECURITIES SDN BHD and INSAS GROUP of companies and
their affiliates may provide services to any company and dffiliates of such companies whose
securities are mentioned herein. This report may not be reproduced, distributed or published in any
form or for any purpose.
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