RESULTS UPDATE

WA
DEVELOPWIENT
FINANCIAL

Medical = Singapore

Hyphens Pharma Intl Ltd
(HYP SP/HYPH.SI)

A hair-raising first half

Tan Jiunn Chyuan (Kenny) / 65 6202 1196 / kenny.tan@kgi.com

e Hyphens Pharma reported 2Q20 and 1H20 results — 1H20
sales are +10.1% YoY and 1H20 profit is +39.8% YoY.

e Hyphens’ expansion plans are bearing fruit despite
COVID-19, with a long awaited patent finally granted in the
United Kingdom. Hyphens has also expanded their
proprietary portfolio with a Greater China partnership and
the partial acquisition of hair growth product CG 210’s
brand.

e Stronger outlook into 2H20. Hyphens’ increased product
portfolio should provide sufficient sales growth, but this
will depend on market receptiveness of the new products,
and whether Hyphens can keep a tight handle on cost.

Hyphens Pharma International Limited is one of Singapore’s
leading specialty pharmaceutical and consumer healthcare
groups, whom market and distribute branded specialty
pharmaceutical products to medical specialists, primary care
physicians and pharmacies. Additionally, Hyphens develops,
markets and distributes their own proprietary
dermatological and health supplement products under three
key brands: Ceradan, TDF and Ocean Health.

Hyphens reported 1H20 results with commendable sales
growth (S$61.6mn, +10.1% YoY) and strong PATMI growth
(S$4.3mn, +39.8% YoY). Proprietary brands segment led
sales growth, as Hyphens launched new products under the
Ceradan and Ocean Health brand. Despite being able to
operate as an essential service, business was still partially
affected as sales representatives were unable to conduct
offline meetings to reach potential clients.

Hyphens’ stock attracted substantial investor attention in
recent months with strong outperformance against peers,
due to various positive business activities. On 13 July,
Hyphens announced a patent grant in United Kingdom for
Ceradan Advanced, a patent applied for back in 2017.
Ceradan Advanced is still pending patent approval in 13
other countries including Hyphen’s key markets in Singapore,
Malaysia and Vietnam. The product is already being sold in
the market, hence mgmt. expects little impact on financial
performance, but we expect future patent approvals to be
swift, which will improve Hyphens’ branding and intangible
asset value, and potentially grant Hyphens greater financial
access. Hyphens has also recently been featured under
Intellectual Property Office of Singapore’s (IPOS) intangible
asset report, and are presenting in an upcoming panel
discussion hosted under IPOS IP Week 2020.
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Financials & Key Operating Statistics

YE Dec (S$ '000) 2015A 2016A 2017A 2018A 2019A
Revenue 78278 100970 112652 120930 119442
PATMI 5058 5240 6088 5410 6530
Core PATMI 5058 5240 6088 6713 6564
Core EPS 1.69 1.75 2.03 2.42 2.19
Core EPS grth (%) - 3.6 16.2 19.3 (9.7)
Core P/E (x) 27.9 26.9 23.2 24.1 21.6
DPS (SGCents) 0.0 0.0 0.0 0.6 1.0
Div Yield (%) 0.0 0.0 0.1 1.2 2.1
Net Margin (%) 6.5 5.2 5.4 4.5 5.5
Gearing (%) net cash netcash netcash netcash netcash
Price / Book (x) 9.2 7.2 7.5 3.3 3.2
ROE (%) 33.0 30.0 31.7 18.7 15.7

Source: Company Data, KGI Research

Hyphens employed two other business strategies in this half
to expand upon its proprietary brands portfolio business.
Firstly, the appointment of SUTL HK as its exclusive
distributorship of Ocean Health supplements in HK, Macau
and duty-free channels in China. SUTL is known for its
consumer and lifestyle brand distributions, and health
supplements were a complementary addition to its portfolio.

Secondly, Hyphens has acquired the rights, titles and
trademarks of the CG 210 scalp care product for the
Singapore and Malaysia market. It will be promoted to
medical professionals, as well as retail outlets in Malaysia.
With an estimated SS10mn market size in SG and MY, CG
210 can potentially eclipse various generic products in the
market and capture a decent amount of market share.

Risks: Prolonged restrictions on travel and meetings will
continue to impact Hyphens’ prospects of new business.
Hyphens’ new products and CG 210 acquisition may also lead
into an uptick in distribution expenses in the early stages, in
order to achieve effective market penetration. Weak product
launches could lead to underperformance of new products.
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Figure 1: Ceradan Advanced available in Singapore, but at select pharmacies
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Figure 2: UK patent listed as a key milestone in 2018’s Annual Report
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Figure 3: Peer comparison table

BB ticker NS Last Price c“‘::li';?‘::f' Dividend Yield (%) Net Gearing P/E (x) P/B (x) (YTD) Price (1YR) Price (1YR) Total
(local $) (U m) (%) Performance Performance Returns (%)
Forward Historical Forward
HYP SP HYPHENS PHARMA INTERNATIONAL SGD 0.47 103 48 21 -51.4 18.2 19.6 14 29 123.8 135.0 146.2
Speciality Pharma peers (average) 34 14 285 20.8 60.4 48 4.0 (1.6) (1.2) 34
BKLAU BLACKMORES LTD AUD 75.99 1,057 4.2 0.1 455 353 68.7 7.5 4.4 -10.4 127 134
1112 HK HEALTH AND HAPPINESS H&H INT HKD 30.80 2,560 29 32 68.3 176 15.1 3.6 29 -4.5 -15.2 -12.3
VLS AU VITA LIFE SCIENCES LTD AUD 0.90 35 56 - -36.1 9.4 - 1.6 - 343 304 40.8
4911 )P SHISEIDO CO LTD JPY5759.00 21,810 08 09 36.3 - 97.4 6.2 4.6 -26.0 -32.6 -28.4
Big Pharma (average) 33 3.8 434 18.8 15.2 6.5 6.0 (6.7) 27 6.2
SAN FP SANOFI EUR 87.12 129,574 35 37 26.6 9.8 14.6 1.9 17 -2.8 13.1 15.8
NOVOB DC NOVO NORDISK A/S-B DKK 421.85 157,302 22 21 -19.1 239 237 15.8 16.0 9.1 18.9 232
GSK LN GLAXOSMITHKLINE PLC GBp 1529.80 101,018 45 52 140.1 114 13.2 7.8 6.8 -14.0 -8.7 -4.7
ROG SW ROCHE HOLDING AG-GENUSSCHEIN CHF 324.00 306,838 29 29 104 214 16.0 8.2 6.7 32 19.2 218
BAYN GR BAYER AG-REG EUR56.79 65,913 38 5.1 706 - 83 15 12 -22.0 -16.5 -11.4
NOVN SW NOVARTIS AG-REG CHF 79.37 215,035 31 37 320 27.4 15.2 39 34 -13.6 -9.6 -7.1

Source: Bloomberg, KGI Research
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Financials
YE 31 Dec
INCOME STATEMENT (SSmn) 2015A 2016A 2017A 2018A 2019A
Revenue 78.3 101.0 112.7 120.9 119.4
Cost of sales (53.1) (65.9) (75.7) (80.1) (76.8)
Gross Profit 25.2 35.1 37.0 40.8 42.7
Distribution & admin expenses (18.7) (28.8) (28.9) (32.2) (34.6)
Other operating income/(expenses) (0.4) (0.6) (0.7) (1.5) 0.1
Profit from Operations 6.4 6.3 8.1 8.6 8.1
Finance income/(expenses) (0.0) (0.3) (0.2) (0.1) 0.0
Profit before Tax 6.4 6.0 7.9 8.6 8.1
Income tax (1.0) (0.2) (1.1) (1.6) (1.5)
Non-controlling interests 0.0 0.0 0.0 0.0 0.0
PATMI 5.5 5.8 6.8 7.0 6.6
BALANCE SHEET (SSmn) Lok Y.N 2016A 2017A pLokk:7.N 2019A
Cash and cash equivalents 13.5 12.6 12.3 22.4 26.2
Trade and other receivables 15.3 20.2 23.8 29.8 28.7
Inventory 6.2 9.0 13.2 10.9 11.4
Other current assets 0.1 0.2 0.2 0.5 0.4
Current Assets 35.1 42.1 49.5 63.5 66.6
Property, plant and equipment 0.6 0.8 0.6 3.5 5.9
Intangibles 0.8 9.5 9.1 7.8 7.5
Other non-current assets 0.0 0.4 0.3 0.2 0.1
Non-current Assets 1.4 10.7 10.1 11.4 13.5
Total assets 36.5 52.8 59.5 75.0 80.1
Trade and other payables 19.0 24.6 35.1 30.8 30.6
Borrowings (current) 0.7 4.1 2.4 3.0 1.1
Other current liabilities 1.0 0.7 1.1 1.5 1.5
Current Liabilities 20.8 29.4 38.6 35.3 33.1
Borrowings (non-current) 0.3 3.1 1.6 0.0 2.4
Other non-current liabilities 0.0 0.6 0.6 0.5 0.5
Non-current liabilities 0.4 3.8 2.1 0.5 2.9
Shareholders equity 15.3 19.6 18.8 39.2 44.1
Non-controlling interests 0.0 0.0 0.0 0.0 0.0
Total Equity 15.3 19.6 18.8 39.2 a44.1
Total Liabilities and Equity 36.5 52.8 59.5 75.0 80.1
CASH FLOW STATEMENT (SSmn) 2015A 2016A 2017A 2018A 2019A
Net income before tax - - 7.2 7.0 8.0
Depreciation & Amortisation - - 0.7 0.8 2.0
Other non-cash adjustments - - 0.6 2.1 (0.1)
Change in Working Capital - - (3.3) (1.3) 0.9
Income Tax Paid - - (0.7) (1.2) (1.4)
CF from operating activities - - 4.6 7.5 9.5
Purchase/Disposal of PPE — - (0.1) (3.3) (0.5)
Other CFI - - (0.0) 0.0 0.1
CF from investing activities - - (0.2) (3.3) (0.4)
Dividends Paid - - (1.0) (7.0) (1.7)
Debt Raised / (Repaid) - - (3.3) (1.0) (2.7)
Equity Raised / (Bought Back) - - 0.0 0.0 0.0
Other Cash from Financing - - (0.5) 13.8 (0.8)
CF from financing activities - - (4.8) 5.8 (5.2)
Net increase in cash & cash equiv. - - (0.3) 10.1 3.8
Beginning Cash - - 12.6 12.3 22.4
Ending Cash - - 12.3 22.4 26.2
KEY RATIOS 2015A 2016A 2017A 2018A 2019A
Profitability
Core EPS 0.0169 0.0175 0.0203 0.0242 0.0219
Core EPS Growth (%) - 3.6% 16.2% 19.3% -9.7%
DPS (SGD Cents) 0.0 0.0 0.0 0.6 1.0
Dividend Yield (%) 0.0 0.0 0.1 1.2 2.1
Profitability (%)
Gross margin 32.2% 34.8% 32.8% 33.7% 35.7%
EBITDA margin 8.8% 7.0% 7.7% 7.7% 8.4%
Net margin 6.5% 5.2% 5.4% 4.5% 5.5%
ROE 33.0% 30.0% 31.7% 18.7% 15.7%
ROA 13.9% 11.7% 10.8% 8.0% 8.4%
Financial Structure
Interest coverage (x) 274.7 18.9 35.8 54.8 57.7
Total Debt/Equity (%) 6.9 36.9 21.0 7.7 7.9
Net Gearing (%) net cash net cash net cash net cash net cash
Market Valuation (x)
Price / Earnings 27.9 26.9 23.2 24.1 21.6
Price / Book 9.2 7.2 7.5 3.3 3.2
Price / Sales 1.8 1.4 1.3 1.1 1.2
EV / EBITDA 18.7 19.3 15.2 11.9 11.8
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KGI’s Ratings

Disclaimer
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Rating Definition
Outperform (OP)  We take a positive view on the stock. The stock is expected to outperform the expected total
return of the KGI coverage universe in the related market over a 12-month investment horizon.
Neutral (N) We take a neutral view on the stock. The stock is expected to perform in line with the expected total
return of the KGI coverage universe in the related market over a 12-month investment horizon.

Underperform (U) We take a negative view on the stock. The stock is expected to underperform the expected total return
of the KGI coverage universe in the related market over a 12-month investment horizon

Not Rated (NR) The stock is not rated by KGI Securities.

Restricted (R) KGI policy and/or applicable law regulations preclude certain types of communications, including an
investment recommendation, during the course of KGI's engagement in an investment banking
transaction and in certain other circumstances.

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. You should independently evaluate particular investments and consult an independent financial adviser before
dealing in any securities mentioned in this report.

This report is confidential. This report may not be published, circulated, reproduced or distributed and/or redistributed in
whole or in part by any recipient of this report to any other person without the prior written consent of KGI Securities. This
report is not intended for distribution and/or redistribution, publication to or use by any person in any jurisdiction outside
Singapore or any other jurisdiction as KGI Securities may determine in its absolute discretion, where the distribution,
publication or use of this report would be contrary to applicable law or would subject KGI Securities 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 KGI Securities
to be reliable. However, KGI Securities makes no representation as to the accuracy or completeness of such sources or the
Information and KGI Securities accepts no liability whatsoever for any loss or damage arising from the use of or reliance on
the Information. KGI Securities and its connected persons may have issued other reports expressing views different from
the Information and all views expressed in all reports of KGI Securities and its connected persons are subject to change
without notice. KGI Securities reserves the right to act upon or use the Information at any time, including before its
publication herein.

Except as otherwise indicated below, (1) KGI Securities, 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) KGI
Securities, 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; and (3) the officers, employees and
representatives of KGI Securities 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”.)

However, as of the date of this report, neither KGI Securities nor its representative(s) who produced this report (each a
“research analyst”), has any proprietary position or material interest in, and KGI Securities does not make any market in,
the securities which are recommended in this report.

Each research analyst of KGI Securities 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 KGI
Securities 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 KGI Securities’ total revenues, a portion of which are
generated from KGI Securities’ business of dealing in securities.
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