Singapore

Health Care

ISEC Healthcare

9 December 2015

(ISEC SP)

Target price: n.a.
Share price (8 Dec): SGD0.255 | Up/downside: -
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 2 new clinics added recently; targeting expansion in several markets
 Leveraging its group practice model for organic growth

Background: International Specialist Eye Centre (ISEC) Healthcare is a
provider of specialist ophthalmology services across the spectrum, from
cataract and refractive surgery (including LASIK) to oculoplastics and
paediatric ophthamology. Listed in October 2014, it currently has 3 clinics:
2 in Malaysia and 1 in Singapore. ISEC’s main clinic in Kuala Lumpur is
JCI-accredited. We met with management (CFO Macy Thong) to better
understand the company’s strategic direction going forward.
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Highlights: Recent expansion activities. As part of its strategy to deepen
its presence across key areas in Malaysia, ISEC has established a clinic
staffed with 2 doctors in Sibu, Sarawak, which is expected to commence
operations in 1Q16. On 8 December, it completed the acquisition of
Southern Specialist Eye Centre (SSEC) (acquired for MYR37.1m; around
12.4x its 2014 earnings), which operates a clinic in Malacca with 3 doctors.
Management said it is looking for further expansion opportunities, including
in areas such as Sabah, Kelantan and Johor. In Singapore, the company
decided to close its Novena clinic in October 2015, as the ramp-up in
patient volume was slower than expected. Instead, it plans to focus on
driving organic growth from its existing clinic LHM Eye Centre (located in
Gleneagles Hospital), operated by one of its founders (Dr. Lee). It will incur
a total SGD2.6m in closing charges, with the medical equipment to be
transferred to its Sibu clinic. In terms of overall organic growth,
management said it is targeting around 1-2 doctors a year.
Group practice model. ISEC operates under a group practice model,
wherein its doctors are considered employees and remunerated mainly
based on professional involvement (ie services rendered). It also provides
a share option scheme to align stakeholder interests. With its 2 new clinics,
ISEC will have a total of 21 doctors; 16 of these doctors collectively own
around a 70% stake in the company. Looking ahead, management
believes it will be able to leverage this group practice, which involves the
transfer and harmonisation of best practices and sharing of technology
(patient management systems and latest medical equipment), to drive
business growth and attract more doctors onto its platform.
Further regional M&A. Apart from Singapore and Malaysia, management
said it is targeting regional expansion opportunities. It signed a non-binding
MoU in Vietnam with Cao Thang Eye Hospital, and is also actively looking
at opportunities including Myanmar, Indonesia, Philippines and Taiwan,
where it believes demand for ophthalmology services remains high.
Valuation: According to the Bloomberg consensus, the stock is trading at a
2015E PER of 23x.
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ISEC: list of clinics
Clinic
Mid Valley City, Kuala Lumpur
Jalan Burma, Penang
Malacca (SSEC acquisition)
Sibu, Sarawak (1Q16)
Singapore (Gleneagles Hospital)
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Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict management policy is available at
http://www.uk.daiwacm.com/about-us/corporate-governance-regulatory.
Germany
This document is distributed in Germany by Daiwa Capital Markets Europe Limited, Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for
the conduct of business in Germany.
Bahrain
This research material is distributed in Bahrain by Daiwa Capital Markets Europe Limited, Bahrain Branch, regulated by The Central Bank of Bahrain and holds Investment Business Firm –
Category 2 license and having its official place of business at the Bahrain World Trade Centre, South Tower, 7th floor, P.O. Box 30069, Manama, Kingdom of Bahrain. Tel No. +973 17534452
Fax No. +973 535113
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United States
This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon as such. It reflects the preparer’s views
at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DCMA’s views at any time. Neither DCMA nor the preparer has any obligation to
update this report or to continue to prepare research on this subject. This report is not an offer to sell or the solicitation of any offer to buy securities. Unless this report says otherwise, any
recommendation it makes is risky and appropriate only for sophisticated speculative investors able to incur significant losses. Readers should consult their financial advisors to determine
whether any such recommendation is consistent with their own investment objectives, financial situation and needs. This report does not recommend to U.S. recipients the use of any of
DCMA’s non-U.S. affiliates to effect trades in any security and is not supplied with any understanding that U.S. recipients of this report will direct commission business to such non-U.S. entities.
Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this material should contact a Daiwa entity in their local jurisdiction.
Most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as well as a process for doing
so. As a result, the securities discussed in this report may not be eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report should contact DCMA:
Daiwa Capital Markets America Inc., Financial Square, 32 Old Slip, New York, New York 10005 (Tel no.212-612-7000).
Ownership of Securities:
For “Ownership of Securities” information please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
Investment Banking Relationships:
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
DCMA Market Making:
For “DCMA Market Making” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
Research Analyst Conflicts:
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The principal research analysts who prepared
this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their household) an officer, director or advisory board member of the
issuer(s) covered in the report, and are not aware of any material relevant conflict of interest involving the analyst or DCMA, and did not receive any compensation from the issuer during the
past 12 months except as noted: no exceptions.
Research Analyst Certification:
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at https://daiwa3.bluematrix.com/sellside/Disclosures.action. The views about any
and all of the subject securities and issuers expressed in this Research Report accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views
of the firm producing the report if no individual analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no individual
analyst[s)] is named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report.
The following explains the rating system in the report as compared to relevant local indices, unless otherwise stated, based on the beliefs of the author of the report.
"1": the security could outperform the local index by more than 15% over the next 12 months.
"2": the security is expected to outperform the local index by 5-15% over the next 12 months.
"3": the security is expected to perform within 5% of the local index (better or worse) over the next 12 months.
"4": the security is expected to underperform the local index by 5-15% over the next 12 months.
"5": the security could underperform the local index by more than 15% over the next 12 months.
Disclosure of investment ratings
Rating
Percentage of total
Buy*
63.8%
Hold**
22.2%
Sell***
14.0%
Source: Daiwa
Notes: data is for single-branded Daiwa research in Asia (ex Japan) and correct as of 30 September 2015.
* comprised of Daiwa’s Buy and Outperform ratings.
** comprised of Daiwa’s Hold ratings.
*** comprised of Daiwa’s Underperform and Sell ratings.
For stocks and sectors in Malaysia covered by Affin Hwang, the following rating system is in effect:
Stocks:
BUY: Total return is expected to exceed +10% over a 12-month period
HOLD: Total return is expected to be between -5% and +10% over a 12-month period
SELL: Total return is expected to be below -5% over a 12-month period
NOT RATED: Affin Hwang Investment Bank Berhad does not provide research coverage or rating for this company. Report is intended as information only and not as a recommendation
Sectors:
OVERWEIGHT: Industry, as defined by the analyst’s coverage universe, is expected to outperform the KLCI benchmark over the next 12 months
NEUTRAL: Industry, as defined by the analyst’s coverage universe, is expected to perform inline with the KLCI benchmark over the next 12 months
UNDERWEIGHT: Industry, as defined by the analyst’s coverage universe is expected to under-perform the KLCI benchmark over the next 12 months
Conflict of Interest Disclosure: Affin Hwang
Ownership of Securities
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
Investment Banking Relationships
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
Relevant Relationships
Affin Hwang may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage.
Affin Hwang market making
Affin Hwang may from time to time make a market in securities covered by this research.
For stocks and sectors in Indonesia covered by Bahana Securities, the following rating system is in effect:
Stock ratings are based on absolute upside or downside, which is the difference between the target price and the current market price. Unless otherwise specified, these ratings are set with a
12-month horizon. It is possible that future price volatility may cause a temporary mismatch between upside/downside for a stock based on the market price and the formal rating.
"Buy": the price of the security is expected to increase by 10% or more.
"Hold": the price of the security is expected to range from an increase of less than 10% to a decline of less than 5%.
"Reduce": the price of the security is expected to decline by 5% or more.
Sector ratings are based on fundamentals for the sector as a whole. Hence, a sector may be rated “Overweight” even though its constituent stocks are all rated “Reduce”; and a sector may be
rated “Underweight” even though its constituent stocks are all rated “Buy”.
“Overweight”: positive fundamentals for the sector.
“Neutral”: neither positive nor negative fundamentals for the sector.
“Underweight”: negative fundamentals for the sector.
Ownership of Securities
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
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Investment Banking Relationships
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action.
Relevant Relationships (Bahana Securities)
Bahana Securities may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage.
Bahana Securities market making
Bahana Securities may from time to time make a market in securities covered by this research.
For stocks in Thailand covered by Thanachart Securities, the following rating system is in effect:
Ratings are based on absolute upside or downside, which is the difference between the target price and the current market price.
If the upside is 10% or more, the rating is BUY.
If the downside is 10% or more, the rating is SELL.
For stocks where the upside or downside is less than 10%, the rating is HOLD.
Unless otherwise specified, these ratings are set with a 12-month horizon. Thus, it is possible that future price volatility may cause a temporary mismatch between upside/downside for a stock
based on the market price and the formal rating.
For the sector, Thanachart looks at two areas, ie, the sector outlook and the sector weighting.
For the sector outlook, an arrow pointing up, or the word “Positive”, is used when Thanachart sees the industry trend improving.
An arrow pointing down, or the word “Negative”, is used when Thanachart sees the industry trend deteriorating.
A double-tipped horizontal arrow, or the word “Unchanged”, is used when the industry trend does not look as if it will alter. The industry trend view is Thanachart’s top-down perspective on the
industry rather than a bottom-up interpretation from the stocks that Thanachart covers.
An “Overweight” sector weighting is used when Thanachart has BUYs on majority of the stocks under its coverage by market cap.
“Underweight” is used when Thanachart has SELLs on majority of the stocks it covers by market cap.
“Neutral” is used when there are relatively equal weightings of BUYs and SELLs.
Ownership of Securities
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action .
Investment Banking Relationships
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at https://daiwa3.bluematrix.com/sellside/Disclosures.action .
Relevant Relationships (Thanachart Securities)
Thanachart Securities may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage.
Thanachart Securities market making
Thanachart Securities may from time to time make a market in securities covered by this research.
Additional information may be available upon request.
Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law
(This Notification is only applicable where report is distributed by Daiwa Securities Co. Ltd.)
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to pay close attention to the
following items.
• In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since commissions may be included in
the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each transaction.
• In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a non-resident of Japan.
• For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. Ordinarily in such cases, the
amount of the transaction will be in excess of the required collateral or margin requirements.
• There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest rates, exchange rates, stock prices,
real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could exceed the amount of the collateral or margin requirements.
• There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.
• Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as certified public accountants.
• *The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current market conditions and the content
of each transaction etc.
• When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take responsibility for your own decisions
regarding the signing of the agreement with us.
Corporate Name: Daiwa Securities Co. Ltd.
Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.108
Memberships:
Japan Securities Dealers Association, Financial Futures Association of Japan
Japan Securities Investment Advisers Association
Type II Financial Instruments Firms Association

Asia Pacific Daily | 37

