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Healthcare  OVERWEIGHT 
2QCY22 Report Card: Patients Returning   ↔ 
By Raymond Choo Ping Khoon l pkchoo@kenanga.com.my 

Reiterate OVERWEIGHT. There was a slight sequential deterioration in the recently 
concluded 2QCY22 results season (against expectations). However, we believe that the 
healthcare industry will continue to enjoy growth, supported by growing healthcare 
expenditure, rising medical insurance coverage, and an ageing population demographic. Our 
top pick is IHH (OP; TP: RM7.20) premised on: (i) its pricing power, as the inelastic demand 
of healthcare allows the passing-on of higher cost amidst the rising inflation, (ii) strong pent-
up demand, especially for elective surgeries, from domestic and international patients as 
economies come out of the pandemic, and (iii) its commanding market position in countries 
it operates in. On the other hand, KPJ is unattractive from the standpoint of equity 
investment over the short term as its new hospitals are still under the earnings-dilutive 
gestation period. 
 

 

A mixed bag of results. There was a slight sequential deterioration seen in the recently concluded 2QCY22 
results season with 50%/50% coming in within/below vs. 33%/67% above/within our forecasts during the preceding 
quarter (see table on Page 2). 

IHH’s 1HFY22 earnings driven by recovery in elective surgeries. IHH’s 1HFY22 results met expectations driven 
by both patient throughput and higher revenue intensity, partly driven by a recovery in demand for elective 
surgeries. Its 1HFY22 earnings more than offset the 2QFY22 hit from MFRS 129 (classification of Turkey as a 
hyperinflationary economy) attributable to higher depreciation. Note that as a result of MFRS 129, the group’s  
property, plant and equipment carrying amount in Turkey were higher after reindexation. We highlight that its list 
prices have been adjusted for inflation in 1QFY22. However, due to the sustained high inflationary pressure, the 
group is reviewing a potential further price hike in 2H 2022 to realign with the corresponding cost increases.  In 
Turkey, foreign patient revenue contribution remained strong at 14% (73% bed occupancy rate slightly lower QoQ 
due to seasonally lower period due to more public holidays in May). Its European operation’s contribution from 
Acibadem increased to 32% from 28%. While in India, non-Covid inpatient admission was higher than pre-COVID 
era. The group will continue to drive cost savings and ramp up productivity and increase bed occupancy ratio 
currently at 69% in India.    

NOVA’s FY22 earnings anchored by house brands. NOVA’s FY22 results were driven by house brands which 
accounted for 93% of turnover and more than offset lower OEM sales. We like NOVA (OP; TP: RM1.09) for its 
business model which encompasses the entire spectrum of value chain from product conceptualization starting 
from R&D to manufacturing, with growth driven by capacity expansion, a widening distribution network and 
penetration into local public hospitals.  

PHARMA’s vaccine sales fading in 1HFY22. We project FY22-23F earnings of PHARMA (MP; TP: RM0.59) to 
be on a downtrend in the absence of lumpy vaccine sales. Nonetheless, the regular orders for medical supplies 
from the MoH concession will remain stable (as the concession is expected to be renewed end-2022). However, 
PHARMA is bracing for a margin squeeze due by the cost of input such as active pharmaceuticals ingredients 
(APIs) that has sky-rocketed in recent months. We believe PHARMA’s inventory of cheaper APIs (APIs typically 
account for about 30% of total cost) will only last for the next 3-6 months. PHARMA would be unable to immediately 
and entirely pass on the higher cost of APIs given the restrictive terms of the concession with regards to price 
hikes, i.e. a revision in every three years, pegged largely to CPI. Meanwhile, we believe its Indonesian operation 
will continue to be driven largely by the growing product portfolio at its manufacturing arm. We like PHARMA for its 
strong earnings visibility backed by its long-term medical supply concession with the MoH, from which cash flow 
anchors a dividend yield of >5%. However, its appeal as a growth stock has diminished with falling demand for 
Covid-19 vaccine as most parts of the world are exiting the other end of the pandemic.  

New hospitals a drag on KPJ (MP; TP: RM0.87). Its 1HFY22 results disappointed as the rebound in patient 
throughput fell short of expectations. Its patient throughput will continue to normalise with the return of elective 
surgeries as the pandemic moves towards an end. We like KPJ for: (i) the inelastic demand of healthcare needs, 
allowing providers like KPJ to pass on higher cost amidst rising inflation, and (ii) its largest hospital network locally, 
putting it in a strong position to capitalise on a national healthcare insurance scheme, if it eventually materialises.  
However, it is unattractive from the standpoint of equity investment over the short term given as its new hospitals 
are still under the earnings-dilutive gestation period. 
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Quarterly Results Performance 
 

Source: Kenanga Research, companies quarterly results, ^Initiation Coverage in July 2022 and Bloomberg consensus unavailable 
 

  

2QCY22 1QCY22 

KENANGA CONSENSUS KENANGA CONSENSUS 

Above Within Below Above Within Below Above Within Below Above Within Below 

IHH   1     1     1       1 

KPJ     1         1       1 

PHARMA     1     1 1       1   

NOVA^   1                    

Total 0 2 2 0 1 1 1 2 0 0 1 2 

Total (%) 0 50 50 0 50 50 33 67 0 0 33 67 
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Peer Table Comparison  
 

Name Rating 
Last Price  

(RM) 

Target Price 

(RM) 

Upside 

(%) 

Market Cap 

(RM'm) 
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Compliant 

Current 

FYE 

Core EPS (sen) Core EPS Growth 
PER (x) - Core 

Earnings 
PBV (x) 

ROE 

(%) 

Net. 

Div. 

(sen) 

Net Div 

Yld 

(%) 

1-Yr. 

Fwd. 

2-Yr. 

Fwd. 

1-Yr. 

Fwd. 

2-Yr. 

Fwd. 

1-Yr. 

Fwd. 

2-Yr. 

Fwd. 

1-Yr. 

Fwd. 

1-Yr. 

Fwd. 

1-Yr. 

Fwd. 

1-Yr. 

Fwd. 
                                

Stocks Under Coverage                               

IHH HEALTHCARE BHD OP 6.20 7.20 16.13% 54,597.5   Y  12/2022  18.6   20.5  2.1% 10.6% 33.4  30.2  2.3  7.1%  6.0  1.0% 
KPJ HEALTHCARE BHD MP 0.870 0.870 0.00% 3,778.6   Y  12/2022  2.8   3.4  129.4% 23.3% 31.2  25.3  1.7  5.4%  1.2  1.4% 
NOVA WELLNESS GROUP BHD OP 0.870 1.09 25.29% 276.7   Y  06/2023  6.7   7.9  19.8% 18.4% 13.0  11.0  2.4  19.8%  3.0  3.4% 
PHARMANIAGA BHD MP 0.570 0.590 3.51% 746.7   Y  12/2022  6.1   5.4  -53.5% -11.8% 9.3  10.6  1.5  17.1%  3.3  5.8% 
Simple Average                8.5   9.3  24.4% 10.1% 21.7 19.3 2.0 12.3%   2.9% 

 

Source: Kenanga Research  
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Stock Ratings are defined as follows:  

 

 

Stock Recommendations 

 

OUTPERFORM  : A particular stock’s Expected Total Return is MORE than 10%  

MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10% 

UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5% 

 

 

Sector Recommendations***  

 

OVERWEIGHT  : A particular sector’s Expected Total Return is MORE than 10%  

NEUTRAL  : A particular sector’s Expected Total Return is WITHIN the range of -5% to 10% 

UNDERWEIGHT  : A particular sector’s Expected Total Return is LESS than -5%  

 

 

 

***Sector recommendations are defined based on market capitalisation weighted average expected total return for stocks 
under our coverage. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not make 

any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the specific 

investment objectives, financial situation and the particular needs of any specific person who may read this document. This document is for the 

information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga Investment Bank Berhad 

accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any solicitations of an offer to buy or 

sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees may have positions in, and may effect 

transactions in securities mentioned herein from time to time in the open market or otherwise, and may receive brokerage fees or act as principal or 

agent in dealings with respect to these companies. 
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