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Gaining market share 
 
SINGAPORE | HEALTHCARE | 2Q18 RESULTS 

 2Q18 Revenue/adjusted PATMI met 52.0%/61.1% of our full year estimations (Excluding 
the settlement fee receipt and legal fees from the dispute) 

 O&G segment performed well; 6M18 profitability +23.4% YoY despite. Number of 
deliveries increased despite a decline in industry deliveries. Dermatology a drag to group 
earnings. 

 Strong performance from cancer-related segment; 6M18 profitability +142.9% YoY. 
 Upgrade to BUY (previously ACCUMULATE) with an unchanged TP of S$0.42. 

 

The Positives  
+ O&G segment remains resilient. The obstetrics and gynaecology segments continue 

gaining market share (4.8% of 2Q18 Singapore total live births vs 4.1% a year ago). The 
O&G segment delivered 460 babies in 2Q18, rising 17.8% YoY. In contrast to Singapore’s 
birth rate of 0.66% YoY.  

+ Cancer-related segment profits doubled. EBIT from O&G and cancer-related segments 
increased by 28.8% and 94.2% YoY, respectively, more than offset the challenging 
dermatology segment and ‘start-up’ losses incurred by the newly established paediatrics 
segment. 2Q18 EBIT margin for Cancer-related segment expanded from 19.3% to 28.2%, 
mainly due to Dr. Lim Siew Kuan who broke even in FY17 and her increase in patient 
load contributed positively to the earnings.  

+ Higher interim dividend payout of 71.9% for 1H18 as compared to 70.2% in 1H17. The 
payout is based on earnings excluding the S$1.25mn legal settlement, tax effects and 
legal fees.  

The Negatives 
- Dermatology segment performance lacklustre due to a slowdown in medical tourism. 

2Q18 EBIT declined -16.8% YoY and EBIT margin fell -6.4pps to 33.3%. The dermatology 
segment is reliant on medical tourism and marketing efforts are still targeted overseas 
through more channels to get the foreign patient load back.  

- The new Paediatrics segment incurred S$0.2mn ‘start-up’ losses to date. The 2 new 
paediatrician joined in July and November 2017. We expect both Paediatricians to 
breakeven by end-FY18. 

  

 

 
 

13 August 2018 

 

  

Results at a glance

S$' mn 2Q18 2Q17 YoY (%) Comments

O&G 5.3 4.4 19.8% Higher patient load.

Cancer-related 1.2 0.9 33.0% Higher patient load.

Dermatology 1.9 2.0 -0.8% Due to slowdown in medical tourism.

Paediatric 0.2 0.0 n.m. Contribution from new Pediatrics segments: 

PAED-East (Jul'17)  & PAED-Central (Nov'17) 

clinics. 

Revenue 8.6 7.3 19.0% As above.

Gross 7.5 6.3 19.5% Due to a one-off S$1.25mn settlement fee from 

a legal dispute. 

EBITDA 4.5 2.7 64.0%

EBIT 4.4 2.6 66.6% Stronger profitability from O&G and Cancer-

related segments

NPAT 3.8 2.1 75.3%

NPAT, adjusted 2.8 2.1 32.1% Excluding receipt of S$1.0M, net of tax, 

received from the Dispute, and Legal fee of 

S$0.1M paid to WongPartnership in relation to 

the Dispute.

Source: Company, PSR
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COMPANY DATA

BLOOMBERG CODE SOG SP

O/S SHARES (MN) : 477          

MARKET CAP (USD mn / SGD mn) : 123 / 169

52 - WK HI/LO (SGD) : 0.55 / 0.33

3M Average Daily T/O (mn) : 0.11        

MAJOR SHAREHOLDERS (%)

29.46%

Dr. Lee Keen Whye 17.14%

Dr. Beh Suan Tiong 10.17%

Dr. Lim Teng Ee Joyce 8.58%

Dr. Choo Wan Ling 7.71%

0.48%

PRICE PERFORMANCE (%)

1MTH 3MTH 1YR

COMPANY 7.5        1.4        (24.4)       

STI RETURN 5.08     (4.99)   3.82        

PRICE VS. STI

Source: Bloomberg, PSR

KEY FINANCIALS

SGD MN FY16 FY17 FY18e FY19e

Revenue 28.7     29.9     32.4     34.6        

EBITDA 10.8     10.4     11.0     13.1        

NPAT (adj.) 8.8        8.5        8.7        10.5        

EPS (S Cents) 3.73     1.78     1.82     2.20        

PER, x (adj.) 32.2     23.3     19.5     16.1        

P/BV, x 6.8        4.6        3.8        3.6           

DPS (S Cents) 3.1        1.5        1.5        1.9           

Div Yield, % 3.7% 3.6% 4.4% 5.3%

ROE, % 26.8% 20.0% 19.7% 23.0%

Source: Company Data, PSR est.
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Outlook 
  
We are cautiously optimistic about FY18e. With a gradual recovery in birth rates in 
Singapore, and the Group’s ability to consistently gain market share in live births in 
Singapore, we expect the O&G segment to continue showing strong growth. We also expect 
the cancer-related segment to support Group’s FY18e profitability amidst persistent 
headwinds – (a) sluggish birth rate and (b) structural slowdown in medical tourism.  
 
In addition, the Group launched the new HIFU treatment in July 2018 with 10 successful 
procedures performed so far. The Group is optimistic in the pick-up rate of this treatment in 
the unserved niche market for HIFU (High-Intensity Focused Ultrasound) treatment. 
Lastly, the Group’s collaboration with SATA CommHealth is set up and it is only a matter of 
time before receiving referrals.  
 
Upgrade to BUY (previously ACCUMULATE) and unchanged TP of S$0.42, based on 
unchanged FY18e EPS of 1.82 cents and forward PER of 23.2x. SOG has a stable market 
position and its profitability from the O&G and Cancer-related segment has been improving 
as more doctors breakeven and gain more patient load. The Group is actively seeking 
suitable doctors to join its team to further grow its four business pillars. Management targets 
to add 2-3 new specialists by FY18e especially to the paediatrics segment. New doctors 
typically take 1 – 2.5 years to break even. The Group has a robust balance sheet with zero 
debt and a cash position of S$18.23mn (c.11% of its market cap). 
 
Potential re-rating catalysts 
 Better-than-expected margin improvement, particularly its Cancer-related segment.  
 Faster-than-expected time to reach profitability for the Paediatric segment. 
 Expansion into other complementary medical services.  
 
Other Updates 
HIFU - an alternative treatment for uterine fibroid patients 
 HIFU (High-Intensity Focused Ultrasound) treatment is a non-surgical procedure to treat 

a uterine fibroid, using focused ultrasound energy. It can also be used to treat liver 
tumour. Expected benefits of HIFU treatment include low complication rate, non-
invasive treatment thus faster recovery rate, and non-ionized radiation. 

 Lack of competitions in the Singapore and neighbouring markets.  
(a) The machine manufactured by Chongqing Haifu Technology Co., Ltd. is supposedly 

one of the most effective HIFU machine available. Currently, only China, South 
Korea and Myanmar are providing HIFU treatment via this machine.  

(b) Farrer Park Hospital is expected to bring in this machine in the coming months. With 
the introduction of this machine into Singapore, the Group believes that it could 
also attract foreign patients from the region. 

(c) Only 4 gynaecologists in Singapore have undergone training to operate the 
machine, and 3 are from SOG, namely Dr. Lee Keen Whye, Dr. Beh Suan Tiong, and 
Dr. Hong Sze Ching.    

 
Collaboration with SATA CommHealth 
 SOG will provide on-site medical services to SATA CommHealth with 50% profit sharing 

for an initial term of 12 months. 
 Dr. Hong Sze Ching will take lead to initiate the collaboration in the SATA Woodlands 

medical centre on 24 May-18.  
 While we do not expect a significant revenue generated from this collaboration, it allows 

the Group to expand its potential patient pool in the heartland areas. 
 
S$1.25mn non-recurring item booked in 2Q18 
 Refer to the announcement dated 6 Mar-18, SOG has received the settlement amount 

of S$1.25mn for a settlement related to a dispute with its former Lead Independent 
Director, Mr. Christopher Chong Meng Tak.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
SATA is an award-winning social 
enterprise cum voluntary welfare 
organization and it serves the public 
with a comprehensive range of health 
screening and general practitioner 
services at its medical centres. 

  

http://infopub.sgx.com/FileOpen/SOG%20-%20Annt_Update%20of%20Dispute%20with%20CC.ashx?App=Announcement&FileID=491774
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Financials

Income Statement Balance Sheet

Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e

Revenue 16.4 28.7 29.9 32.4 34.6 ASSETS

EBITDA 6.3 10.8 10.4 11.0 13.1 PPE 0.7 1.6 1.6 1.6 1.7

Depreciation & Amortisation (0.2) (0.4) (0.5) (0.6) (0.6) Others 1.0 27.1 26.9 26.9 26.9

EBIT 6.1 10.4 9.9 10.4 12.5 Total non-current assets 1.7 28.6 28.6 28.6 28.6

Net Finance Inc/(Exp) 0.1 (0.3) (0.2) 0.1 0.1 Accounts  receivables 1.5 2.1 2.5 2.7 2.8

Profit before tax 6.2 10.1 9.7 10.5 12.6 Cash 24.2 21.4 16.4 19.2 18.8

Taxation (0.8) (1.3) (1.2) (1.8) (2.1) Inventories 0.3 2.2 1.6 2.1 1.5

Net profit, reported 5.3 8.8 8.5 8.7 10.5 Others 0.0 0.0 0.0 0.0 0.0

Total current assets 26.0 25.6 20.5 23.9 23.1

Total Assets 27.6 54.3 49.1 52.5 51.7

LIABILITIES

Accounts  payables 1.6 7.1 3.8 5.9 3.6

Short term loans 0.0 0.0 0.0 0.0 0.0

Others 1.9 1.7 1.7 1.7 1.7

Total current liabilities 3.5 8.8 5.5 7.6 5.3

Long term loans 0.0 0.0 0.0 0.0 0.0

Others 0.1 3.8 0.1 0.1 0.1

Total non-current liabilities 0.1 3.8 0.1 0.1 0.1

Per share data (SGD Cents) Total Liabilities 3.6 12.6 5.6 7.7 5.4

Y/E Dec FY15 FY16 FY17 FY18e FY19e

EPS, reported 2.67 3.73 1.78 1.82 2.20 EQUITY

DPS 2.03 3.10 1.50 1.55 1.87 Non-control l ing interests 0.0 0.0 0.0 0.0 0.0

BVPS 12.02 17.66 9.12 9.40 9.73 Shareholder Equity 24.0 41.6 43.5 44.8 46.4

* 2-for-1 share spilt in May-17

Valuation Ratios

Cash Flow Y/E Dec FY15 FY16 FY17 FY18e FY19e

Y/E Dec, SGD mn FY15 FY16 FY17 FY18e FY19e P/E (X), adj. 27.1 32.2 23.3 19.5 16.1

CFO P/B (X) 6.0 6.8 4.6 3.8 3.6

Profit before tax 6.2 10.1 9.7 10.5 12.6 EV/EBITDA (X), adj. 25.1 26.6 19.1 15.4 12.9

Adjustments 0.2 0.7 0.9 0.5 0.5 Dividend Yield (%) 0.8% 3.7% 3.6% 4.4% 5.3%

WC changes 0.2 1.0 (7.2) 1.5 (1.9) Growth & Margins (%)

Cash generated from ops 6.6 11.8 3.4 12.5 11.2 Growth

Others (0.2) (1.5) (1.2) (1.8) (2.1) Revenue 21.2% 74.7% 4.3% 8.2% 6.9%

Cashflow from ops 6.4 10.4 2.2 10.7 9.1 EBITDA 20.4% 71.2% -3.6% 5.9% 19.5%

CFI EBIT 20.1% 71.7% -5.1% 4.9% 20.9%

CAPEX, net (0.3) (0.8) (0.6) (0.6) (0.7) Net profi t, adj. 25.7% 64.8% -3.4% 2.0% 20.9%

Others 0.0 (6.0) 0.1 0.1 0.1 Margins

Cashflow from investments (0.3) (6.8) (0.5) (0.5) (0.6) EBITDA margin 38.4% 37.6% 34.8% 34.0% 38.0%

CFF EBIT margin 36.9% 36.3% 33.0% 32.0% 36.2%

Share i ssuance, net 10.2 0.0 0.0 0.0 0.0 Net profi t margin 32.5% 30.7% 28.5% 26.8% 30.3%

Loans , net of repayments 0.0 0.0 0.0 0.0 0.0 Key Ratios

Dividends (3.4) (6.4) (6.7) (7.4) (8.9) ROE (%) 29.8% 26.8% 20.0% 19.7% 23.0%

Others 0.0 0.0 0.0 0.0 0.0 ROA (%) 25.1% 21.5% 16.5% 17.1% 20.1%

Cashflow from financing 6.8 (6.4) (6.7) (7.4) (8.9)

Net change in cash 12.9 (2.8) (5.0) 2.8 (0.4) Net Debt / (Cash) (24.2) (21.4) (16.4) (19.2) (18.8)

CCE, end 24.2 21.4 16.4 19.2 18.8 Net Gearing (X) Net Cash Net Cash Net Cash Net Cash Net Cash

Source: Company, Phi l l ip Securi ties  Research (Singapore) Estimates

*Forward multiples  & yields  based on current market price; his torica l  multiples  & yields  based on his torica l  market price.
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutra l 3
-5% to -20% Reduce 4
<-20% Sel l 5

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price cata lysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under the 
Financial Advisers Act, Chapter 110 in 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 provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part, 
for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public 
sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation 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 
subject to change, and Phillip Securities Research shall not have any responsibility 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 subject to change at any time without 
prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available 
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate 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 respect to any product should not be 
considered to be a disclosure of all risks or a complete discussion of such risks.  

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

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 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 the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may have 
performed services for or solicited business from such issuers. Additionally, 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 have provided advice or investment services 
to such companies and investments or related investments, as may be mentioned in this report.  

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, from time to time maintain a long or short position in securities referred to herein, or in related futures or options, purchase 
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. Investments 
will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or 
foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return 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 set out above or otherwise hold an 
interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly, information may 
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 report, which is not reflected in 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 or used the information prior to or immediately following its publication. Phillip Securities Research, or persons associated with or connected to 
Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have issued other material 
that is inconsistent with, or reach different conclusions from, the contents of this report.  
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