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Hyphens Pharma International Ltd

New products and wider distribution

SINGAPORE | HEALTHCARE | 1H24 RESULTS

= 1H24 results were within expectations. Revenue and PATMI were 55%/46% of our
forecast. PATMI surged 52% YoY to $$5.3mn in 1H24. Earnings growth was driven by
restocking in specialty pharma as supply chains normalise, new products and expansion
of the distribution network.

= Earnings were dragged by a $50.7mn loss in medical hypermart earnings. Hyphens is
investing in the enhancement and geographic expansion of the DocMed platform (for
doctors and pharmaceutical companies).

= Qur BUY recommendation and DCF target price of $50.35 is maintained. The stock is
only trading at 7.7x FY24e PE for a branded consumer healthcare company
(nutraceuticals, medical aesthetics and pharmaceuticals) with a regional presence. We
believe the company is building a foundation for sustainable growth from product
innovation, expanding distribution points and securing new exclusive licensing
partnerships. In addition, Hyphens is building a regional B2B platform (i.e. DocMed) for
healthcare practitioners and pharmaceutical companies.

Results at a glance

SGD '000 1H24 1H23 YoY Comments

Revenue 99,648 74,711 33.4%

- Specialty pharma 63,705 41,997 51.7% Restockingin Vietnam hospitals.

- Proprietary brands 14,256 11,814 20.7%

- Medical hypermart 21,687 20,900 3.8%

Gross profit 34,794 28,019 24.2%

Distribution costs (18,659) (17,180) 8.6%

Administrative expenses (7,364) (6,485) 13.6%

EBITDA 9,145 5,669 61.3%

- Specialty pharma 7,896 3,934 100.7%

- Proprietary brands 2,386 1,376  73.4% Growth in Ceradan®, Ocean Health®
- Medical hypermart (701) 414 n.m. Investments in building DocMed platform.
PATMI 5,416 3,568 51.8%

Source: Company, PSR

The Positive

+ Specialty pharma recovery post disruption. Specialty pharma EBITDA doubled to $$7.9mn
after the supply disruption last year. Revenue from Vietnam, largely specialty pharma sales
to hospitals, registered a 61% YoY jump in revenue to $531.8mn. Customers have essentially
re-stocked following the shortages a year ago.

The Negative

- Investment pain at DocMed. Following the 10% stake sale of DocMed for SS6mn (May22),
Hyphens has highlighted the need to invest in enhancing and regionalising the platform.
Around half of the funds raised have been spent. These investments are dragging medical
hypermart into losses. We do not expect the losses to widen in 2H24.

Outlook
We believe Hyphens is making strides in building several pillars or foundations for its future
growth.

i) Proprietary brands: The two key products are Ceradan and Ocean Health. From its early
years as a prescription drug, Ceradan has expanded into over-the-counter pharmacies
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KEY FINANCIALS

Y/E Dec, (SSmn) FY22 FY23  FY24e FY25e
Revenue 162.3 170.6 1923  202.7
EBITDA 17.3 13.6 18.5 17.1
NPAT 11.4 8.6 11.6 12.0
EPS (SS Cents) 3.7 2.8 3.7 3.9
P/E (x) 7.8 10.5 7.7 7.5
P/B (x) 13 1.4 1.2 1.1
Div Yield 3.8% 15.4% 3.9% 3.9%
ROE 183% 12.6% 16.5% 15.1%

Source: Company Data
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in Singapore, Malaysia and Vietnam. Hyphens is now expanding Ceradan into the Middle
East. Ocean Health supplements are largely in Singapore. Growth is through product
extension into gummies to build a younger customer base. Distribution points have also
widened in traditional (Unity, Fair Price) and non-traditional convenience stores such as
7-11. Apart from its contribution to sales, such product placement builds brand equity.
E-commerce is another growth distribution channel for proprietary brands.

Specialty products: These are largely prescription drugs and Hyphens strength is its
distribution network and relationships with doctors and hospitals in the region. Vietnam
is a growth market as healthcare spending and penetration of private healthcare rises.
There is greater pricing power for Hyphens in the private healthcare market. The secular
growth opportunity is to introduce and register more specialty products that can
leverage on their established distribution network in the region. Some new products
include Winlevi (US FDA-approved topical acne product), Byfavo (injectable drug for
colonoscopy and gastroscopy), Wynzora (treatment of psoriasis) and Amenalief
(treatment of eczema). New products require 18-24 months for product registration.

Maintain BUY with unchanged TP of $$0.35
Hyphen enjoys a dividend yield of 4% and trades at a PE ratio of 7.7x FY24e.
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Financials
Income Statement Balance Sheet
Y/E Dec, $$'000 FY21 FY22 FY23 FY24e FY25e Y/E Dec, $$'000 FY21 FY22 FY23 FY24e FY25e
Revenue 125,883 162,316 170,595 192,268 202,673 ASSETS
Cost of sales (77,800)  (99,507) (108,694) (119,206) (123,630)  Plant and equipment 4,408 3,017 4,864 3,225 2,958
Gross profit 48,083 62,809 61,901 73,062 79,042 Associate 2,306 2,667 - - -
Marketing and distribution costs (28,394)  (33,267) (35,891) (40,953) (44,588) Intangible assets 18,300 19,072 23,575 22,220 21,331
Administrative expenses (11,639)  (14,561) (14,125) (16,343) (18,849) Others 65 61 172 172 172
Finance costs (95) (238) (278) (199) (218) Total non-current assets 25,079 24,817 28,611 25,617 24,461
Other income and gains 964 658 735 521 567 Inventories 25,290 21,260 25,529 23,495 32,014
Other losses (680) (1,584) (2,322) (1,800) (1,200) Trade and other receivables 28,722 31,106 41,110 36,954 40,485
EBITDA 10,555 17,251 13,641 18,480 17,129 Cash and cash equivalents 19,461 36,480 23,369 33,781 33,274
Profit before tax 8,256 14,291 10,565 14,288 14,755 Others 639 806 2,146 2,146 2,146
Income tax expense (1,410) (2,882) (1,985) (2,715) (2,803) Total current assets 74,112 89,652 92,154 96,375 107,918
Minority Interest - (58) (12) (650) (530)  Total assets 99,191 114,469 120,765 121,993 132,379
PATMI 6,846 11,409 8,580 11,573 11,951
LIABILITIES
Per share data Others 1,898 4,123 5,659 5,659 5,659
Y/E Dec, SG cents FY21 FY22 FY23 FY24e FY25e Total non-current liabilities 1,898 4,123 5,659 5,659 5,659
EPS 2.22 3.69 2.77 3.74 3.87 Trade and other payables 33,563 35,077 44,293 36,607 38,505
DPS 0.67 1.11 4.46 1.12 1.13 Others 8,994 4,997 4,951 4,951 4,951
BVPS 17.7 22.8 213 24.2 26.9 Total current liabilities 42,557 40,074 49,244 41,558 43,456
Total liabilities 44,455 44,197 54,903 47,217 49,115
EQUITY
Share capital 35,083 35,083 35,216 35,216 35,216
Retained earnings 34,609 43,760 37,765 46,029 53,987
Others (14,956) (8,571) (7,119) (6,469) (5,939)
Total equity 54,736 70,272 65,862 74,776 83,264
Cash Flows Valuation Ratios
Y/E Dec, $$'000 FY21 FY22 FY23 FY24e FY25e Y/E Dec FY21 FY22 FY23 FY24e FY25e
CFO P/E (x) 13.1 7.8 10.5 7.7 7.5
Profit before tax 8,256 14,291 10,565 14,288 14,755 P/B (x) 1.6 1.3 14 1.2 1.1
Adjustments 2,661 2,596 1,920 4,193 2,374 EV/EBITDA (x) 6.6 3.1 49 3.0 0.0
Working capital changes (3,464) 2,142 (4,241) (1,496) (10,152) Dividend Yield 2.3% 3.8% 15.4% 3.9% 3.9%
Operating cash flow 7,453 19,029 8,244 16,985 6,977
Taxes paid, others (1,415) (2,152) (2,599) (2,715) (2,803) Growth & Margins
Net operating cash flow 6,038 16,877 5,645 14,270 4,174 Growth
CFI Revenue 1.8% 28.9% 5.1% 12.7% 5.4%
CAPEX, net (835)  (1,228) (1,070) (1,000) (1,000)  Gross profit 9.9% 30.6% -1.4% 18.0% 8.2%
Acquisition of subsidiaries (14,156) 179 (751) - - EBITDA 13.5% 63.4% -20.9% 35.5% -7.3%
Others 74 42 341 - - Net Profit 11.1% 66.7% -24.8% 34.9% 3.3%
Net investing cash flow (14,917) (1,007) (1,480) (1,000) (1,000) Margins
CFF Gross margin 38.2% 38.7% 36.3% 38.0% 39.0%
Proceeds from issuance of shares - - - - - EBITDA margin 8.4% 10.6% 8.0% 9.6% 8.5%
IPO expenses - 6,100 - - - Net Profit Margin 5.4% 7.0% 5.0% 6.0% 5.9%
Dividends (1,863)  (2,069)  (14,563) (2,659) (3,463)
Loans, net of repayments 2,677 (2,882) (2,713) (199) (218) Key Ratios
Net financing cash flow 814 1,149 (17,276) (2,858) (3,681) ROE 13.4% 18.3% 12.6% 16.5% 15.1%
Net change in cash (8,065) 17,019 (13,111) 10,412 (507)  ROA 7.6% 10.7% 7.3% 9.5% 9.4%
CCE, end 19,461 36,480 23,369 33,781 33,274 Net gearing (x) Net cash Netcash Netcash Netcash -

Source: Company, PSR Estimates
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We do not base our recommendations entirely on 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 or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
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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 referred to herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage 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 reflected in 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
that is 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 to the applicable law or regulation or which would subject Phillip Securities Research to any registration
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, tax and 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 matters arising 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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