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Disruption in specialty pharma supply

SINGAPORE | HEALTHCARE | 1Q23 UPDATE

= 1Q23 results were below expectations. Revenue and PATMI were 19%/10% of our

PhillipCapital

forecasts. Revenue suffered from the cessation of Biosensors and delay shipments in
Vietham.

= Specialty pharma revenue declined by 27%. The loss of Biosensor distribution in Dec 22
was well flagged. The surprise was supply disruption from three specialty pharma
manufacturers.

= We cut our FY23e earnings by 31% to S$9.1mn and the DCF target price is lowered to
$$0.39 (prev. $50.445). Our BUY recommendation is maintained. We expect the supply
constraints to spill over into 2Q23. Proprietary brands have performed well with 16%
growth. It will be a multi-year journey for proprietary brands to reach scale and
compete even more effectively in the region. Investments into DocMed, another
$5.4mn over the next 2-3 years could drag earnings but can be deemed as one-off
upfront cost to develop the platform.

Results at a glance

SGD '000 1Q23 1Q22 YoY Comments (YoY)

Revenue 33,234 39,168 -15.2% Loss of Biosensors and supplier delays.
Gross profit 13,115 15,024 -12.7%

Profit, net of tax 1,379 3,198 -56.9% Higher R&D and travelling expenses.
Gross profit margin 39.5% 384% 1.1%

Net profit margin 4.1% 8.2% -4.0%

Source: Company, PSR; Note# Only limited financials were provided.

The Positive

+ Healthy growth in proprietary brands. Proprietary brands revenue increased by 16% in
1Q23 supported by higher demand for Ceradan® dermatological products. Ceradan® and
Ocean Health® have a pipeline of new products to be launched this year. The Group
launched Ceradan® Advanced Emollient Wash in Singapore and Malaysia during 1Q2023.

The Negatives

- Supply disruption in specialty products. Specialty revenue fell 27% due to the cessation of

the distributorship of Biosensors products in Dec 22 and the delay in the shipment of key
products in Vietnam. Of the three suppliers facing production disruption, two resumed

production in 2Q23.

- Weaker operating margins. Net profit margin suffered from higher R&D and travelling
expenses. Margins will be weighed down further from DocMed investments into the
platform.

Outlook

The supply constraints in specialty products are expected to ease in 2H23 triggering a
rebound in sales. Proprietary product growth has been stable supported by new products
and channels. An earnings drag will be additional spending on DocMed of around S$5.4mn

over the next two to three years. We deem this spending as one-off and a driver to

additional revenue in the hypermart segment.

Maintain BUY with lower TP of $$0.39 (prev. $$0.445)
Hyphen enjoys a net cash balance sheet of S$33mn, pays a yield of 4% and is trading at PE
ratio of 10x.
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KEY FINANCIALS
Y/E Dec, (S$'000) FY21 FY22 FY23e FY24e
Revenue 125,883 162,316 160,921 167,357
EBITDA 10,555 17,251 14,284 15,799
NPAT 6,846 11,409 9,129 10,882
EPS (S$ Cents) 2.2 2.2 3.7 3.0
P/E (x) 12.6 7.6 9.5 7.9
P/B (x) 1.6 1.2 1.1 1.0
DivYield 2.4% 4.0% 4.0% 4.0%
ROE 13.4% 18.3% 12.5% 13.7%

Source: Company Data
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Financials
Income Statement Balance Sheet
Y/E Dec, $$'000 FY20 FY21 FY22 FY23e FY24e Y/E Dec, $$'000 FY20 FY21 FY22 FY23e FY24e
Revenue 123,698 125,883 162,316 160,921 167,357 ASSETS
Cost of sales (79,939) (77,800) (99,507) (98,162) (100,414) Plant and equipment 4,807 4,408 3,017 2,209 1,765
Gross profit 43,759 48,083 62,809 62,759 66,943 Associate - 2,306 2,667 3,267 3,917
Marketing and distribution costs (26,523) (28,394) (33,267) (35,403) (35,982) Intangible assets 7,890 18,300 19,072 18,047 17,325
Administrative expenses (10,138) (11,639) (14,561) (16,092) (17,572) Others 47 65 61 61 61
Finance costs (110) (95) (238) (181) (199) Total non-current assets 12,744 25,079 24,817 23,584 23,068
Other income and gains 2,248 964 658 87 94 Inventories 16,888 25,290 21,260 19,167 25,667
Other losses (2,128) (680) (1,584) (500) (500) Trade and other receivables 23,736 28,722 31,106 31,236 33,021
EBITDA 9,299 10,555 17,251 14,284 15,799 Cash and cash equivalents 27,526 19,461 36,480 40,767 41,827
Profit before tax 7,108 8,256 14,291 11,271 13,434 Others 564 639 806 806 806
Income tax expense (945) (1,410) (2,882) (2,141) (2,552) Total current assets 68,714 74,112 89,652 91,976 101,320
Minority Interest - - (58) (80) (100) Total assets 81,458 99,191 114,469 115,560 124,389
Profit after tax 6,163 6,846 11,409 9,129 10,882
LIABILITIES
Per share data Others 3,967 1,898 4,123 4,123 4,123
Y/E Dec, SG cents FY20 FY21 FY22 FY23e FY24e Total non-current liabilities 3,967 1,898 4,123 4,123 4,123
EPS 2.05 2.22 3.69 2.96 3.52 Trade and other payables 27,555 33,563 35,077 30,467 31,872
DPS 0.62 0.67 1.11 1.12 1.13 Others 2,761 8,994 4,997 4,997 4,997
BVPS 15.7 17.7 22.8 24.6 27.0 Total current liabilities 30,316 42,557 40,074 35464 36,869
Total liabilities 34,283 44,455 44,197 39,587 40,992
EQUITY
Share capital 32,641 35083 35083 35083 35,083
Retained earnings 29,626 34,609 43,760 49,382 56,705
Others (15,092) (14,956) (8,571) (8,491)  (8,391)
Total equity 47,175 54,736 70,272 75,974 83,397
Cash Flows Valuation Ratios
Y/E Dec, $$'000 FY20 FY21 FY22 FY23e FY24e Y/E Dec FY20 FY21 FY22 FY23e FY24e
CFO P/E (x) 13.6 12.6 7.6 9.5 7.9
Profit before tax 7,108 8,256 14,291 11,271 13,434 P/B (x) 1.8 1.6 1.2 1.1 1.0
Adjustments 1,893 2,661 2,596 2,413 1,715 EV/EBITDA (x) 6.1 6.3 29 3.2 2.8
Working capital changes (3,810) (3,464) 2,142 (2,647) (6,880) Dividend Yield 2.2% 2.4% 4.0% 4.0% 4.0%
Operating cash flow 5,191 7,453 19,029 11,037 8,269
Taxes paid, others (1,061) (1,415) (2,152) (2,141) (2,552) Growth & Margins
Net operating cash flow 4,130 6,038 16,877 8,896 5,717 Growth
CFl Revenue 3.6% 1.8% 28.9% -0.9% 4.0%
CAPEX, net (1,193) (835)  (1,228) (1,000)  (1,000)  Gross profit 2.6% 9.9% 30.6% 0.1% 6.7%
Acquisition of subsidiaries - (14,156) 179 - - EBITDA -8.2% 13.5% 63.4% -17.2% 10.6%
Others 180 74 42 - - Net Profit -5.6% 11.1% 66.7% -20.0% 19.2%
Net investing cash flow (1,013) (14,917) (1,007) (1,000) (1,000) Margins
CFF Gross margin 35.4% 38.2% 38.7% 39.0% 40.0%
Proceeds fromissuance of shares - - - - - EBITDA margin 7.5% 8.4% 10.6% 8.9% 9.4%
IPO expenses - - 6,100 - - Net Profit Margin 5.0% 5.4% 7.0% 5.7% 6.5%
Dividends (3,004) (1,863) (2,069) (3,427) (3,458)
Loans, net of repayments 1,248 2,677 (2,882) (181) (199) Key Ratios
Net financing cash flow (1,756) 814 1,149 (3,608) (3,657) ROE 13.5% 13.4% 18.3% 12.5% 13.7%
Net change in cash 1,361 (8,065) 17,019 4,287 1,060 ROA 7.6% 7.6% 10.7% 7.9% 9.1%
CCE, end 27,526 19,461 36,480 40,767 41,827 Net gearing (x) Netcash Netcash Netcash Netcash Netcash

Source: Company, PSR Estimates
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PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4
<-20% Sell 5
Remarks

We do not base our recommendations entirelyon the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final 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 licence 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 referredto herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earnbrokerage 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 reflectedin 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
thatis inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary tothe applicable law or regulation or which would subject Phillip Securities Research to anyregistration
or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, taxand other aspects including the suitability of such products, taking into account the
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any mattersarising from, or in connection with, the
analyses or reports; and

(ii) 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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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