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Turning the corner as Mount Elizabeth reopens
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Price RM6.79 Investment Highlights
Fair Value RM8.60
52-week High/Low RM7 56/RM6.27 L .
We maintain our BUY recommendation on IHH Healthcare
Key Changes Berhad (IHH) with an unchanged TP of RM8.60, based on 14x
Farvale o FY26F EV/EBITDA and a 3% ESG premium. IHH’s 1HFY25
EPS o EBITDA of RM2.7bil (flat YoY) and key metrics tracked in line
with our expectations. However, 1THFY25 core net profit of
YE to Dec FY24 FY25F FY26F FY27F RM844mil (flat YoY), was below expectations due to higher-
than-expected minority interest. On a constant-currency basis,
Revenue (RMmil) 24,383.0 26,546.1 28,306.8 29,879.1 however, EBITDA recorded a solid 10% growth. The group
Core net profit (RMmil) 16850 1,8232 21035 2357.6 declared a higher interim dividend of 5sen (1HFY24 : 4.5sen). In
FD Core EPS (Sen) 19.1 20.7 238 267 1HFY25, Malaysia’s acquisitions helped offset Singapore’s
FD Core EPS growth (%) 317 82 154 121 renovation drag, and IHH now appears to be turning the corner,
Consensus Net Profit (RMmil) - 19730 22330 25160 with management guiding that Mount Elizabeth will reopen in
gg?x()se”) ;gg ;23 ;gg ;‘;2 phases starting 3QFY25 and full operations resume by 2QFY26.

Meanwhile, the shift towards daycare and strong foreign patient

EV/EBITDA (x) 13.1 12.0 10.9 10.0 i f

Div yield (%) 15 16 18 21 growth should continue to cushion payor pressures.

ROE (%) 9.0 6.0 6.7 72

Net Gearing (%) 9 40 N8 293 ® Maintain BUY with unchanged TP of RM8.60. We maintain

our BUY recommendation on IHH with an unchanged TP of
RM8.60, based on 14x FY26F EV/EBITDA and a 3% ESG
premium, backed by a 4-star ESG rating. As earnings came
in below expectations, we cut our forecast for

Stock and Financial Data

Vorton Gop (a1 Saogns FY25F/FY26F/FY27F by 8.5%/5.5%/10.4% to reflect higher-
Book Value (RM/Share) 3.80 than-expected minority interest (refer to Exhibit 2).
P/BV (x 18
ROE ((%)) 9.0 ® EBITDA tracking expectations. IHH's 1HFY25 EBITDA of
Net Gearing (%) 379 RM2.7bil (flat YoY) and key metrics tracked in line with our
) L expectations. However, 1HFY25 core net profit of RM844mil
Major Shareholders Mitsui & Co Ltd (32.7%) (flat YoY), was below expectations at 42.3% and 42.8% of our
Khazanah Nasional (25.9%) . . .
EPF (11.2%) and consensus full-year estimates respectively, which was
Free Float 264 due to higher-than-expected minority interest. On a constant-
Avg Daily Value (RMmil) 358 currency basis, EBITDA recorded solid growth of 10%, driven
by growth across all segments except Singapore. The group
Price performance 3mth 6mth  12mth declared a higher interim dividend of 5 sen (1HFY24 :
4.5sen).
Absolute (%) (1.6) ©9) 8.3
Relative (%) 58 (89) 154 ® Malaysia acquisitions offset Singapore renovation drag.
In 1HFY25, Malaysia revenue and EBITDA rose 16.1% and
8.0 [ 1,800 14.2% respectively, mainly boosted by Island Hospital
7.0 I "!‘-i"\,\v 1,600 acquisition (completed in 4QFY24), while Singapore revenue
6.0 W 1,400 slipped 2.5% YTD due to renovation works at Mount
50 1,200 Elizabeth. Positively, IHH is turning the corner, with
’ 1,000 management guiding the renovations completed on schedule
40 800 in Jun 2025. Phased reopening and ramp-up underway in
3.0 600 3QFY25 with stabilised performance from 2QFY26.
20 400 ® Daycare shift and foreign patient growth offset payor
10 200 pressures. Payor pressures will continue to weigh, but
0.0 0 management is in constant dialogue with payor to mitigate the

Sep-20  Sep2t  Sep22  Sep23  Sep-24 impact. Meanwhile, IHH is adapting to structural shifts from

inpatient to daycare, freeing up bed capacity and enhancing
revenue per bed. In Malaysia, medical tourism momentum
remained strong in 2QFY25 with double-digit growth and is
expected to further lift revenue per bed.
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EXHIBIT 1: 2QFY25 EARNINGS SUMMARY

FYE Dec 31 (RM mil) 2QFY24 1QFY25 2QFY25 QoQ (%) YoY (%) 1HFY24 1HFY25 YoY (%)
Revenue 6,093 6,294 6,298 0.1% 3.4% 12,048 12,592 4.5%
EBITDA 1,351 1,343 1,354 0.8% 0.2% 2,715 2,697 -0.7%
Net interest expenses (173) (225) (188) -16.4% 8.5% (352) (413) 17.3%
D&A (426) (470) (462) -1.7% 8.4% (840) (932) 11.0%
Associates 6 6 8 33.3% 28.1% 13 14 7.7%
Share of profits from JV 0 1 0 -100.0% -100.0% 1 1 0.0%
Net monetary gain arising

from hyperinflationary 127 103 15 -85.4% -88.2% 273 118 -56.8%
economy

PBT 900 762 727 -4.6% -19.3% 1,831 1,489 -18.7%
Tax (154) (137) (160) 16.8% 4.0% (159) (297) 86.8%
NCI (124) (111) (124) 11.7% 0.3% (281) (235) -16.4%
Net Profit 623 514 443 -13.8% -28.9% 1,391 957 -31.2%
El (186) (89) (24) -73.0% -87.1% (551) (113) -79.5%
Core net profit 437 425 419 -1.4% -4.2% 840 844 0.5%
Basic EPS (sen) 5.0 4.8 4.8 -1.4% -4.2% 9.5 9.6 0.5%
FD EPS (sen) 5.0 4.8 4.8 -1.4% -4.2% 9.5 9.6 0.5%
Gross DPS (sen) 4.5 0.0 5.0 na 11.1% 4.5 5.0 11.1%
EBITDA margin (%) 22.2 21.3 21.5 0.2 ppt -0.7 ppt 22.5 21.4 -1.1 ppt
PBT margin (%) 14.8 121 11.5 -0.6 ppt -3.2 ppt 15.2 11.8 -3.4 ppt
Effective tax rate (%) 171 18.0 22.0 4.0 ppt 4.9 ppt 8.7 19.9 11.3 ppt
Core net profit margin (%) 7.2 6.8 6.7 -0.1 ppt -0.5 ppt 7.0 6.7 -0.3 ppt

Segmental revenue

Singapore 1,561 1,520 1,514 0.4% -3.0% 3,112 3,034 -2.5%
Malaysia 1,012 1,118 1,166 4.3% 15.2% 1,967 2,284 16.1%
India 1,027 994 1,050 5.6% 2.2% 2,008 2,044 1.8%
Greater China 403 413 397 -3.9% -1.5% 772 810 4.9%
Turkiye & Europe 1,719 2,003 1,990 -0.6% 15.8% 3,513 3,993 13.7%
Hospital & Healthcare 5,722 6,048 6,117 1.1% 6.9% 11,372 12,165 7.0%
Labs 258 248 256 3.2% -0.8% 513 504 -1.8%
Plife REIT 36 45 45 0.0% 25.0% 75 90 20.0%
Others 2 0 4 na 100.0% 3 4 33.3%
Hyperinflation adjustment 75 (@7) (124) >100% <-100% 85 (171) <-100%
Total 6,003 6,294 6,208 0.1% 3.4% 12,048 12,592 4.5%

Segmental EBITDA

Singapore 492 431 428 0.7% -13.0% 961 859 -10.6%
Malaysia 253 273 289 5.9% 14.2% 492 562 14.2%
India 169 187 193 3.2% 14.2% 355 380 7.0%
Greater China 44 45 34 -24.4% 22.7% 69 79 14.5%
Turkiye & Europe 336 362 359 -0.8% 6.8% 712 721 1.3%
Hospital & Healthcare 1,294 1,298 1,303 0.4% 0.7% 2,589 2,601 0.5%
Labs 89 85 95 11.8% 6.7% 186 180 -3.2%
Plife REIT 83 86 87 1.2% 4.8% 166 173 4.2%
Others (33) (33) (26) -21.2% 21.2% (59) (59) 0.0%
Elimination 1) (69) (67) 2.9% -5.6% (142) (136) 4.2%
Hyperinflation adjustment (13) (24) (38) 58.3% >100% (25) (62) >100%
Total 1,349 1,343 1,354 0.8% 0.4% 2,715 2,607 0.7%

Source: Company
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Company profile

IHH Healthcare Berhad (IHH) operates as an integrated healthcare business and related services
and has leading market positions in its home markets of Singapore, Malaysia and Turkey, and it also
has healthcare operations and investments in the People’s Republic of China, India, Hong Kong and
Europe. The company’s integrated healthcare network provides the full spectrum of healthcare
services, from primary healthcare clinics to secondary and tertiary hospitals, to quaternary care and
post-operative rehabilitation centres, complemented by a wide range of ancillary services including
diagnostic laboratories, imaging centres, ambulatory care, medical education facilities, hospital
project management and other related services. The company was incorporated in Malaysia on 21
May 2010 as a holding company for Khazanah’s healthcare investments in Parkway, Pantai, IMU
Health and Apollo.

Investment thesis and catalysts

We have a Buy recommendation on IHH. Rising income and ageing population are contributing to a
rise in noncommunicable diseases, leading to a structural increase in demand for advanced medical
treatments. Additionally, Island Hospital acquisition is value accretive, as there will cost savings of
RM200 million over five years due to the synergy benefits. We believe the implementation of
diagnosis-related group (DRG) is unlikely to have a significant impact to IHH as only ¢.20% of IHH’s
revenue and EBITDA are derived from IHH Malaysia.

Valuation methodology

The stock is valued based on a target FY26F EV/EBITDA of 14x, which is in line with its 5Y historical
average EV/EBITDA. Our target price also includes a 3% ESG premium based on a 4-star ESG
rating.

Risk factors

Downside risks to our estimates include more than expected decrease in average revenue per
inpatient due to the roll out of diagnosis-related group or unable to realise synergies from Island
Hospital acquisition.

EXHIBIT 2: CHANGE IN EARNINGS

RMmil
Revenue
Earnings

Minority Interest

FY25 FY26 FY27
Old New % Oid New % Old New %
26,541.6 26,546.1 - 28,306.8 28,306.8 - 29,879.1 29,8791 -

1,993.6 1,823.2 -8.5% 22249  2,103.5 -5.5% 2,631.2 2,357.6 -10.4%

310.4 486.7 56.8% 355.4 530.9 49.4% 422.6 572.0 35.4%

Source: Aminvestment Bank

EXHIBIT 3: VALUATIONS

Target EV/EBITDA (x) 14x
CY26 EBITDA RM6.4 bil
ESG premium 3%
12-month target price 8.60
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EXHIBIT 4: PE BAND CHART
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Source: Bloomberg
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EXHIBIT 5: ESG RATING

Environmental assessment Parameters Weightage Rating Rationale
L . . Emissions intensity per pafient bed-day decreased
o o .
1 Carbon emissions reduction 45% CO2 reduction by 2030 15% by 3.2% compared o 2023
2 Scope 1 GHG Emissions Co2e reduction 15% * 11.5% reduction fom 2023
3 Scope 2 GHG Emissions Co2e reduction 15% * 3.5% increase YoY
4 Scope 3 GHG Emissions Co2e reduction 15% 96k - 410% increase from 2023
5 Water usage megalires 20% * 3,378 megalitres used - reduction of 5% from 2023
>90% reduction of single-use virgin plactic in non-
6 Waste generation Minimise waste generation 20% * clinical areas across Malaysia, Tirkiye, Singapore
and Hong Kong
Weighted score for | 100% *
Social assessment
1 Health, safety & well-being Recorded injuries 25% * 91% reducton in lost time injuries across the Group
2 Women in workforce % of total workforce 25% * 72% in workforce & 47% in senior management
3 Investmentin employee training Tofal hours 25% * 1,262,887 hours of raining provided to employee
946 patients have received free cancer treatment
4 CSR programmes No. of programmes organized 25% * . P v v
since 2023
Weighted score for social assessment 100% *
Governance assessment
1 Board age diversity % under 60 years old 20% * 40%
2 Board women representation % of total board directors 20% * 20% representation
3 | Directors with tenure below 6 years % below 6 years category 20% * 80%
4 Independentboard directors % of total board directors 20% * 40% - independent non-exec
5 Corruption investigations Confirmed incidents 20% * 4 incidents in FY24
Weighted score for governance assessment 100% *
Environmental score 35% *
Social score 35% *
Governance score 30% «
Overall ESG Score 100% *

Source: Aminvestment Bank Bhd
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EXHIBIT 6: FINANCIAL DATA

Income Statement (RMmil, YE 31 Dec) FY23 FY24 FY25F FY26F FY27F
Revenue 20,9348 24,3830  26,546.1 28,306.8  29,879.1
EBITDA 4,645.6 5,439.0 5,873.7 6,406.3 6,9334
Depreciation (1,510.9)  (1,734.0)  (1,869.8)  (1,960.1)  (2,058.2)
Operating income (EBIT) 3,134.8 3,705.0 4,003.9 4,446.1 4,875.3
Other income & associates 26.3 29.0 319 351 38.6
Net interest (838.6) (792.0) (966.6) (980.3)  (1,020.5)
Exceptional items (1,672.6) (972.0) - - -
Pretax profit 4,049.3 3,756.0 3,069.2 3,500.9 3,893.4
Taxation (658.3) (594.0) (759.3) (866.5) (963.7)
Minorities/pref dividends (439.1) (505.0) (486.7) (530.9) (572.0)
Net profit 2,951.9 2,657.0 1,823.2 2,103.5 2,357.6
Core net profit 1,279.2 1,685.0 1,823.2 2,103.5 2,357.6
Balance Sheet (RMmil, YE 31 Dec) FY23 FY24 FY25F FY26F FY27F
Fixed assets 13,4139 162290 17,3213 184847  19,695.7
Intangible assets 14,296.0  16,302.0  16,302.0  16,302.0  16,302.0
Other long-term assets 15,7694 17,3570  17371.7 174235  17,507.7
Total non-current assets 43,479.3 49,888.0 50,995.0 52,210.2 53,505.4
Cash & equivalent 2,379.1 1,510.0 1,886.6 2,490.6 34554
Stock 639.8 681.0 806.7 860.2 907.9
Trade debtors 3,084.0 3,598.0 3,910.6 4,170.0 4,401.7
Other current assets 609.9 1,082.0 1,082.0 1,082.0 1,082.0
Total current assets 6,712.9 6,871.0 7,685.9 8,602.8 9,847.0
Trade creditors 4,951.7 5,128.0 6,242.8 6,656.9 7,026.7
Short-term borrowings 1,660.8 3,560.0 2,488.2 2,5324 2,629.9
Other current liabilities 844.3 888.0 888.0 888.0 888.0
Total current liabilities 7,456.8 9,576.0 9,619.0  10,077.3  10,544.6
Long-term borrowings 6,650.6 9,366.0 9,952.6 10,129.6 10,519.8
Other long-term liabilities 3,726.1 3,909.0 3,846.4 3,810.6 3,797.7
Total long-term liabilities 10,376.7  13,275.0  13,799.0 13,9402 14,3175
Shareholders’ funds 29,105.5  30,140.0  31,008.2 32,0099  33,132.6
Minority interests 3,253.1 3,768.0 4,254.7 4,785.6 5,357.7
BV/share (RM) 3.68 3.80 3.90 4.01 4.14
Cash Flow (RMmil, YE 31 Dec) FY23 FY24 FY25F FY26F FY27F
Pretax profit 4,049.3 3,756.0 3,069.2 3,500.9 3,893.4
Depreciation 1,463.2 1,681.0 1,794.7 1,884.1 1,981.0
Net change in working capital (366.8) (715.0) 676.5 101.2 90.4
Others (1,386.2) (437.0) 187.8 119.1 82.5
Cash flow from operations 3,759.4 4,285.0 5,728.3 5,605.2 6,047.2
Capital expenditure (2,2415)  (7,904.0) (2471.8) (2,635.7) (2,782.1)
Net investments & sale of fixed assets - - - - -
Others 1,305.2 (343.0) (473.1) (504.5) (532.6)
Cash flow from investing (936.3)  (8,247.0)  (2,944.9)  (3,140.3)  (3,314.7)
Debt raised/(repaid) (470.0) 5,097.0 (485.2) 2212 4877
Equity raised/(repaid) - - - - -
Dividends paid (2,037.0)  (1,224.0) (955.0)  (1,101.8)  (1,234.9)
Others (1,491.7) (840.0) (966.6) (980.3)  (1,020.5)
Cash flow from financing (3,998.6) 3,033.0 (2,406.7) (1,861.0) (1,767.7)
Net cash flow (1,175.4) (929.0) 376.6 604.0 964.8
Net cash/(debt) b/f 3,662.4 2,301.2 1,427.2 1,803.9 2,407.8
Net cash/(debt) c/f 2,301.2 1,427.2 1,803.9 2,407.8 3,372.6
Key Ratios (YE 31 Dec) FY23 FY24 FY25F FY26F FY27F
Revenue growth (%) 16.4 16.5 8.9 6.6 5.6
EBITDA growth (%) 14.7 17.1 8.0 9.1 8.2
Pretax margin (%) 19.3 15.4 11.6 12.4 13.0
Net profit margin (%) 14.1 10.9 6.9 74 7.9
Interest cover (x) 3.7 47 4.1 45 48
Effective tax rate (%) 16.3 15.8 247 247 248
Dividend payout (%) 69.0 46.1 524 524 52.4
Debtors turnover (days) 50 50 52 52 52
Stock turnover (days) 10 10 10 1 1
Creditors turnover (days) 80 75 78 83 84

Source: Company, Aminvestment Bank Bhd estimates
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by Aminvestment Bank Berhad (“AmInvestment”) without
regard to your individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty,
representation, recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy
or sell any real estate, securities, stocks, foreign exchange, futures or investment products. Aminvestment recommends that
you evaluate a particular investment or strategy based on your individual circumstances and objectives and/or seek financial,
legal or other advice on the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that Aminvestment believes are reliable and correct at the
time of issue. While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and
reasonable, Aminvestment has not independently verified the information and does not warrant or represent that they are
accurate, adequate, complete or up-to-date and they should not be relied upon as such. All information included in this report
constituteAmInvestment’s views as of this date and are subject to change without notice. Notwithstanding that, Aminvestment
has no obligation to update its opinion or information in this report. Facts and views presented in this report may not reflect the
views of or information known to other business units of AmInvestment’s affiliates and/or related corporations (collectively,
“AmBank Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished
for any purpose without Aminvestment’s prior written consent. Aminvestment, AmBank Group and its respective directors,
officers, employees and agents (“Relevant Person”) accept no liability whatsoever for any direct, indirect or consequential
losses, loss of profits and/or damages arising from the use or reliance of this report and/or further communications given in
relation to this report. Any such responsibility is hereby expressly disclaimed.

Amlnvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The
Relevant Person may provide services to any company and affiliates of such companies in or related to the securities or
products and/or may trade or otherwise effect transactions for their own account or the accounts of their customers which may
give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should
have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be deemed not to
form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this disclosure and disclaimer will
not be affected.
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