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Q & M Dental Group Ltd

Hurt by upfront and uneven expenses

SINGAPORE | HEALTHCARE | 2Q22 RESULTS

= Earnings were below expectations. 1H22 revenue and PATMI were 52%/37% of our FY22e ByY (Maintained)

StocksBnB.com

forecast. Additional cost from investments in Al project and change in recognition of bonus ¢ osinG PRICE SGD 0.405
provision. Earnings from COVID-19 PCR tests swung from $3mn net profit a yearago to SS50k  FORECAST DIV SGD 0.014
net loss. TARGET PRICE SGD 0.60
. S . . 1.69
=  During the quarter, the number of clinics increased by 8 during to 149, a 19% YoY jump. TOTAL RETURN >1.6%
Together with Malaysia, Q &M has 350 dentists. COMPANY DATA
=  We lower our FY22e PATMI by 16% to S$22mn. We are incorporating additional cost for the  Bloomberg cope: QNMsP
Al project and even weaker earnings from Acumen. The target price is lowered to S50.60  O/SSHARES(MN): 9394
(prev. S$0.71). We value core dental operations at 25x PE FY22 earnings, in line with industry ;AR:IiT:CEéTSEDTf'/SGD mn): (2)7;7//3082
peers. Listed associate, Aoxin Q & M Dental (550.17, Not Rated), is valued at market price 5\ average paily 7/0 (mn): " oas
with a 20% discount. The company is expanding its dental clinics at the fastest pace since
inception. We estimate CAGR of 18% over the next two years. MAJOR SHAREHOLDERS
Quan Min Holdings Pte Ltd 53.5%
R |t t | Heritas Helios Investments Pte Ltd 6.8%
esults at a glance
SGD '000 2Q22 2Q21 YoY Comments PRICE PERFORMANCE
Revenue 44,128 50,809 -13.1% Total no. of clinics rose 19% YoY. IVTH_SMTH TP
COMPANY (6.6) (15.2) (27.8)
Gross profit 38,044 43,444 -12.4% STI RETURN 6.3 2.9 8.4
PBT 4,150 12,633 -67.1% Investincremental S$0.5mn in Al project.
PRICEVS. STI
Employee expense  -26,006 -23,592 10.2% Higherbonus provisin of around S$1mn. 0.80
Associates -417 -181  130.4% 070 |
PATMI 3,387 8,383 -59.6% Employee expense declined 2% to $$24.3mn. 060 J
PATMI -dental (est.) 3,860 5,521 -30.1% Exclude Acumen and Associate. 050
Minority Interest -56 3,043 n.m.
0.40 T T T
Gross Margins 86.2%  85.5% 0.7% Aug-21  Now-21  Feb-22  May-22  Aug22
Dental dlinics - SG 104 87  19.5% FesTHndlex anm seEQuITY
Source: Company PSR Source: Bloomberg, PSR
The Positive KEY FINANCIALS
+ Surge in number of clinics. There were 8 new clinics opened in 2Q22. It is a 19% YoY jump to 149, 1H22 ~Y/EDec,SGD(mn)  F¥20 Fv21 Fv22e Fv23e
has seen the opening of 13 new clinics, tracking our modelled 25 new clinics this year. Headcount especially ~ tevenue 1376 2056 173.6 195.2
nurses is a major bottleneck in the expansion of clinics. Despite the rise in the clinics, revenue rose by only Ei:;f iz‘; z;'z 22'; :z'z
5%. Revenue peraver?ge c.I|n|c has.de<:.I|ned to 10% YoY to $$293k. We believe it will take time for new clinics PATMI, adjusted 104 268 221 328
to ramp up. Group utilisation rate is still at 60-70%. EPS (SGD cents) 21 32 24 36
The Negative P/E (X)-adjusted 197 142 172 116
- Rise in expenses. 2Q22 staff cost and depreciation jumped by 12% YoY to S$30mn despite the  Dividend Yield 8.4% 9.9% 35% 4.9%
. . . . . o ROE 15.8% 29.5% 19.6% 26.1%
decline in revenue. We attribute the rise in expenses due to additional $0.5mn spent on the Al
ROA 7.2% 11.0% 8.0% 11.3%

project, SImn in bonus provision and S$0.7mn in equipment. Al expense was higher than
expected. Bonus provision is allocated evenly across each quarter compared to a lumpy 4Q

Source: Company, PSR

e VALUATION METHOD
recognition. ) .
25x PEFY22e adj. + Associate market cap
Paul Chew +656212 1851
Outlook ( )

. ips s . . . . . L. Head of Research
Investment into Artificial Intelligence (Al) project will continue into 2H22. Revenue per clinic

should improve as clinics mature. Further, the company aims to raise the utilisation of current
chain of clinics by adding new dentists in existing clinics rather than adding new clinics. Al software
has received approval as a Class B medical device. It is being rolled out across Q & M’s dental
clinicstoindependently generate dental plans for patients. Next phase is to deploy to other clinics
in Singapore. Acumen’s focus is on sepsis, colon cancer and pharmacogenetics screening.

paulchewkl@phillip.com.sg

Maintain BUY with lower TP of $$0.60 (prev. $$0.71)
2022 is a transition year as the company invests in the Al project, accelerates the roll-out of more

clinics and Acumen pivots away from the COVID-19 PCR test to other test kits.
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Income Statement Balance Sheet

Y/E Dec, SGD '000 FY19 FY20 FY21 FY22e FY23e Y/E Dec, SGD '000 FY19 FY20 FY21 FY22e FY23e

Revenue 127,963 137,619 205,599 173,580 195,195 ASSETS

Gross profit 112,217 120,724 174,722 145,807 165,916 Trade and other receivables 87,315 18,190 27,823 22,565 25,375

EBITDA 23,647 29,727 54,274 36,350 48,655 Cash 27,253 48,772 47,611 50,223 59,104

Depreciation & amortisation  (3,281)  (3,458) (4,134) (4,582) (4,903) Inventories 7,035 16,092 15,892 19,094 21,471

EBIT 20,366 26,269 50,140 31,768 43,753 Total current assets 125,014 86,280 95,159 95,715 109,784

Other gains 9,252 253 3,689 100 586 PPE& IA 79,614 82,675 89,201 91,619 93,716

Net Finance Inc/(Exp) (4,407)  (4,058) (3,021) (4,191)  (4,091) Others 101,146 105,845 91,821 91,521 91,521

Profit before tax 20,122 22,370 46,654 26,777 39,662 Total non-current assets 180,760 188,520 181,022 183,140 185,237

Taxation (1,941) (2,533) (7,296) (3,749)  (5,949) Total Assets 305,774 274,800 276,181 278,855 295,021

Minority intrest (197) (137) (8,887) (800) (300)

PATMI 17,984 19,700 30,471 22,228 33,413 LIABILTIES

PATMI, adjusted 8,732 19,447 26,782 22,128 32,827 Accounts payable 27,080 16,791 26,239 26,037 29,279
Bank borrowings 32,576 1,941 3,552 3,552 3,552
Lease liabilities 10,211 9,131 9,908 9,908 9,908
Others 1,024 2,633 5,595 5,595 5,595
Total current liabilities 70,891 30,496 45,294 45,092 48,334
Deferred tax liabilities 1,371 1,160 2,393 2,393 2,393
Long-term borrowings 69,839 75,456 80,176 73,176 71,176
Others 40,543 42,993 45,072 45,072 45,072

Per share data (SGD Cents) Total non-current liabilities 111,753 119,609 127,641 120,641 118,641

Y/E Dec FY19 FY20 FY21 FY22e FY23e Total Liabilities 182,644 150,105 172,935 165,733 166,975

EPS, Reported 191 2.09 3.24 2.37 3.56

EPS, Adjusted 0.93 2.06 2.85 2.36 3.49 Equity

DPS 2.82 3.40 4.00 1.40 2.00 Non-controlling interests 1,157 3,615 5,397 6,197 6,497

BVPS 131 13.2 11.0 12.0 13.6 Shareholder Equity 123,130 124,695 103,246 113,122 128,046

Cash Flow Valuation Ratios

Y/E Dec, SGD '000 FY19 FY20 FY21 FY22e FY23e Y/E Dec FY19 FY20 FY21 FY22e FY23e

CFO P/E (X) - adjusted 43.6 19.7 14.2 17.2 11.6

Profit before tax 20,122 22,370 46,654 26,777 39,662 P/B (X) 31 3.1 3.7 34 3.0

Adjustments (827) 11,783 9,850 15,382 15,903 EV/EBITDA (X) 16.5 11.3 6.3 9.3 6.8

WC changes 5012 (13,021) (5,599) 1,854  (1,945) Dividend Yield 7.0% 8.4% 9.9% 3.5% 4.9%

Cash generated from ops 28,682 24,912 53,915 47,966 57,452 Growth & Margins

Tax paid (728)  (1,162) (3,112)  (3,749)  (5,949) Growth

Cashflow from ops 27,954 23,750 50,803 44,217 51,502 Revenue 5.9% 7.5% 49.4% -15.6% 12.5%

CFl EBITDA 46.2% 25.7% 82.6% -33.0% 33.9%

CAPEX, net (6,852) (6,390) (7,874) (7,000) (7,000) EBIT 58.3% 29.0% 90.9% -36.6% 37.7%

Others (2,431) 48,143 11,343 238 258 Net profit, adj. 28.3% 9.5% 54.7% -27.1% 50.3%

Cashflow from investments (9,283) 41,753 3,469 (6,762) (6,742) Margins

CFE Gross margin 87.7% 87.7% 85.0% 84.0% 85.0%

Share issuance, net - (1,529) (3,053) - - EBITDA margin 18.5% 21.6% 26.4% 20.9% 24.9%

Loans, net of repayments 5,175 (9,374) 8,535 (7,000) (2,000) EBIT margin 15.9% 19.1% 24.4% 18.3% 22.4%

Dividends (6,442) (22,222) (48,760) (13,152) (18,789) Net profit margin 14.1% 14.3% 14.8% 12.8% 17.1%

Others (15,075) (10,860) (12,155) (14,691) (15,091) Key Ratios

Cashflow from financing (16,342) (43,985) (55,433) (34,843) (35,880) ROE 14.6% 15.8% 29.5% 19.6% 26.1%

Net change in cash 2,329 21,518 (1,161) 2,612 8,881 ROA 5.9% 7.2% 11.0% 8.0% 11.3%

CCE, end 27,253 48,771 47,610 50,222 59,103 Net Gearing 61.0% 23.0% 35.0% 23.4% 12.2%
Net Debt/EBITDA (X) 3.2 1.0 0.7 0.7 0.3

Source: Company, Phillip Securities Research (Singapore) 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

We do not base ourrecommendations 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 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 license 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 fa ct 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 activiti es), 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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