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COMPANY UPDATE

Chularat Hospital (CHG TB)

2Q23 Earnings To Be Relatively Flat gog With Moderate Margin Pressure

CHG’s 2Q23 net profit is expected to be relatively flat qoq due to limited margin
expansion and seasonality, despite benefitting slightly from a small wave of COVID-19
infections. In 2H23, we expect CHG to encounter moderate margin pressure as the new
facilities have commenced operations. Nevertheless, the aforementioned concerns are
believed to have been partly priced in. Upgrade to HOLD. Target price: Bt3.06.

WHAT’S NEW

o Stable qoq earnings. We forecast Chularat Hospital (CHG) to post 2Q23 net profit of
Bt238m (-73% yoy, flat gqog) and 2Q23 revenue of Bt1,673m (-40% yoy, -2% qoq). The
considerable yoy earnings reduction was due to a massive drop in COVID-19-related items
(41% of 2Q22’s revenue). On a qoq basis, the decline in revenue was due to seasonality,
despite it being partly nullified by: a) a small wave of COVID-19 infections in Apr-May 23;
and b) an increase in basic capitation rate under the Social Security Office (SSO) scheme
from Bt1,640/head/year to Bt1,808/head/year (+10.2%) starting from 1 May 23, which is
expected to contribute to a Bt15m increase in 2Q23 revenue.

Slight qoq margin expansion. CHG's 2Q23 gross margin and EBITDA margin are
expected to come in at 26.0% and 24.3% respectively, a small improvement of 0.3-0.5%
from 1Q23 thanks to a small wave of COVID-19 infections in Apr 23 and more stringent cost
control. However, 2Q23 gross margin is expected to remain lower than the second quarters
of 2017-19 that were in the range of 27-30% due to: a) CHG'’s focus on affordable pricing
strategy, and b) the agreement on price freeze based on the discussion between the
Department of Internal Trade (DIT), the Private Association Hospital Thailand and several
private hospitals made on 3 May 23.

2Q23F KEY STATISTICS

Year to 31 Dec (Btm) 2Q23F 2Q22 1Q23 yoy chg (%) qoq chg (%)

Hospital Operations 1,673 2,784 1,716 -39.9% -2.5%
General - OPD 520 671 523 -22.5% -0.6%
General - IPD 530 594 580 -10.7% -8.6%
Social Security 572 486 563 17.8% 1.6%
NHSO 50 1,033 49 -95.2% 2.0%

Source: CHG, UOB Kay Hian

KEY FINANCIALS

Year to 31 Dec (Btm) 2021 2022 2023F 2024F 2025F
Net turnover 11,742 10,103 7,399 7,909 8,355
EBITDA 5,257 3,947 1,854 1,986 2,254
Operating profit 4,906 3,565 1,426 1,525 1,757
Net profit (rep./act.) 4,204 2,778 1,118 1,205 1,378
Net profit (adj.) 4,204 2,778 1,118 1,205 1,378
EPS (Bt) 0.4 0.3 0.1 0.1 0.1
PE (x) 7.6 11.6 28.7 26.7 23.3
P/B (x) 4.2 4.3 43 4.0 3.7
EV/EBITDA (x) 5.9 7.8 16.7 15.6 13.7
Dividend yield (%) 6.8 55 22 2.1 24
Net margin (%) 35.8 27.5 151 15.2 16.5
Net debt/(cash) to equity (%) (30.1) (15.0) (20.7) (21.1) (23.1)
Interest cover (x) 269.9 387.0 3571 532.9 996.1
ROE (%) 72.5 36.8 14.9 15.6 16.5
Consensus net profit - - 1,228 1,379 1,536
UOBKH/Consensus (x) - - 0.91 0.87 0.90

Source: Chularat Hospital, Bloomberg, UOB Kay Hian
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HOLD

(Upgraded)

Share Price Bt2.92
Target Price Bt3.06
Upside +4.7%

COMPANY DESCRIPTION

CHG was established in 1986 and is one of
the leading hospital chains in Thailand. CHG
has been operating for more than 30 years in
Samutprakarn and surrounding provinces.

STOCK DATA
GICS sector Health Care
Bloomberg ticker: CHGTB
Shares issued (m): 11,000.0
Market cap (Btm): 32,120.0
Market cap (US$m): 920.4
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Price Performance (%)
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2Q23 RESULTS PREVIEW QUARTERLY REVENUE BREAKDOWN
Year to 31 Dec (Btm) 2Q23 2Q22 1Q23 yoy (%) qoq (%) (Btm)
Sales 1,673 2,784 1,716 -40% 2% H%
Gross Profit 435 1,288 440 -66% -1% s
EBITDA 406 1,227 411 -67% -1%
Pre-tax Profit 300 1,133 305 -74% 2% 2,000 ]
Net Profit 238 878 240 -713% -1%
Core Profit 238 878 240 73% -1% 10
EPS (BY) 0.022 0.080 0.022 -73% -1% sl
Gross Margin 26.0% 46.2% 25.6% iz 202 302 402 1423 202F
EBITDA Margin 24.3% 44.1% 24.0% =General - OPD = General - IPD = Sccial Security = NHSO
Net Margin 14.2% 31.5% 14.0% Source: CHG, UOB Kay Hian
Source: CHG, UOB Kay Hian QUARTERLY FORECAST AND RESULTS
STOCK IMPACT (Btm)
4,000 60%

¢ CHM launched in mid-Jun 23. The soft launch of Chularat Mae Sod Hospital (CHM), a new s

59-bed greenfield hospital in Tak, was held on 9 Jun 23. The hospital is CHG's first hospital 2 =
away from the Eastern Thailand focusing on cash-based Thai, Burmese and Chinese zg : s
patients, signalling a new phase of CHG’s expansion for a new patient base. Overall l i : . s
customer feedback has been positive as CHG was well-prepared for the commencement, 1.0 i B :
carrying out staff trainings and marketing. Based on the company’s guidance, the launch of mz L |_ L : ;:h
CHM will result in monthly depreciation expenses of about Bt3m/month and possibly a small 1022 202 Q2 402 1028 2029F
loss during the early stages of operation. The breakeven bed utilisation rate for CHM is ~ ——Grsmagn  — ESTOAmargn  — Coe poft margin
estimated at about 50%, which is expected to be reached within 3-5 years. Source: CHG, UOB Kay Hian

« CMC to kick off in Jul 23. The opening of Chularat Medical Center (CMC) is scheduled for ~ CORE PE
mid-Jul 23. The centre is a 50-bed holistic cancer, stroke, advanced wound care and PIE cHe
hyperbaric oxygen therapy centre in Samut Prakarn. Because of its location next to Chularat :E +2Stder 57.6x
3 International Hospital (CHG3), the centre may be considered an expansion of CHG3 with 50 +Stdev 49.7x

shorter breakeven period due to the referral of patients from CHG3. Nevertheless, we still 40 QA! _:;:,‘;'_:i
expect a small loss to be recognised after the commencement as well as monthly 30 2Stopl 26.0x
depreciation expenses of about Bt2m/month. As a result, together with CHM, CHG's 2H23 fz ]
earnings are expected to be less attractive, although CHG'’s business strategies are crucial

for long-term post-COVID-19 growth in the middle of intensifying competition, particularly in
the Eastern Thailand.

EARNINGS REVISION/RISK

¢ None.

VALUATION/RECOMMENDATION

¢ Upgrade to HOLD with an unchanged target price of Bt3.06 based on DCF (WACC:
7.1%, terminal growth 32%), corresponding to 30x 2023F PE, close to -1SD from its five-
year pre-COVID-19 historical mean. The current market price has lower downside risk as
investors have digested the concern on potential margin pressure resulting from the
expansion of new capacity. We expect CHG to see better performance in 2024 as its new
investments bear fruit and losses narrow down.

SHARE PRICE CATALYST

o Higher profitability margins from core operations due to better cost control and increasing
margins from new hospitals
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Source: CHG, Bloomberg, UOB Kay Hian
CHULARAT MAE SOD HOSPITAL

o Excellent strategy to maintain CHG’s market share in Eastern Thailand and keep away new
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PROFIT & LOSS BALANCE SHEET
Year to 31 Dec (Btm) 2022 2023F 2024F 2025F  Year to 31 Dec (Btm) 2022 2023F 2024F 2025F
Net turnover 10,103 7,399 7,909 8,355 Fixed assets 4,852 5,170 5,492 5,817
EBITDA 3,947 1,854 1,986 2,254 Other LT assets 370 363 374 385
Deprec. & amort. 382 427 461 497 Cash/ST investment 2,001 2,283 2,309 2,499
EBIT 3,565 1,426 1,525 1,757 Other current assets 3,058 1,820 1,945 2,055
Associate contributions (1) (10) 0 2 Total assets 10,280 9,636 10,120 10,755
Net interest income/(expense) (10) (5) (4) (2) ST debt 490 236 236 231
Pre-tax profit 3,554 1,411 1,521 1,756 Other current liabilities 1,312 1,061 1,134 1,198
Tax (703) (282) (304) (351) LT debt 381 501 382 268
Minorities (72) (11) (12) (27) Other LT liabilities 233 0 0 0
Net profit 2,778 1,118 1,205 1,378 Shareholders' equity 7,523 7,486 8,003 8,666
Net profit (adj.) 2,778 1,118 1,205 1,378 Minority interest 341 352 364 391
Total liabilities & equity 10,280 9,636 10,120 10,755
CASH FLOW KEY METRICS
Year to 31 Dec (Btm) 2022 2023F 2024F 2025F  Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 2,514 2,543 1,626 1,857 Profitability
Pre-tax profit 3,554 1,411 1,521 1,756 EBITDA margin 39.1 25.1 25.1 27.0
Tax (703) (282) (304) (351) Pre-tax margin 35.2 19.1 19.2 21.0
Deprec. & amort. 382 427 461 497 Net margin 275 15.1 15.2 16.5
Associates 1 0 0 0 ROA 26.7 11.2 12.2 132
Working capital changes (291) 1,286 (62) (54) ROE 36.8 14.9 15.6 16.5
Non-cash items (404) (299) 9 8
Other operating cashflows (23) 0 0 0 Growth
Investing (854) 973) (794) (834) Turnover (14.0) (26.8) 6.9 5.6
Capex (growth) (794) (746) (783) (822)  EBITDA (24.9) (53.0) 7.1 135
Investments (142) 10 0 (2) Pre-tax profit (27.3) (60.3) 7.8 155
Others 81 (237) (11) 9) Net profit (33.9) (59.8) 7.8 14.3
Financing (2,449) (1,288) (806) (834) Net profit (adj.) (33.9) (59.8) 78 143
Dividend payments (2,805) (1,155) (688) (715) EPS (33.9) (59.8) 78 143
Issue of shares 0 0 0 0
Proceeds from borrowings 356 0 0 0 Leverage
Loan repayment 0 (133) (119) (119) Debt to total capital 10.0 8.6 6.9 5.2
Othersfinterest paid 0 0 0 0 Debt to equity 11.6 9.8 7.7 5.8
Net cash inflow (outflow) (789) 282 26 189 Net debt/(cash) to equity (15.0) (20.7) (21.1) (23.1)
Beginning cash & cash equivalent 2,790 2,001 2,283 2,309 Interest cover (x) 387.0 357.1 532.9 996.1
Ending cash & cash equivalent 2,001 2,283 2,309 2,499

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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