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Investment Summary 
- Fast growth of core finance lease business; 
- Bright outlook of hospital operation business; 
- Unique SOE background with outstanding medical resources. 

Business Overview 
Universal Medical is a leading integrated healthcare solution provider in Mainland China. 
The company reported revenue of RMB2,700mn/1,653mn in 16/1H17 (+23%/32% YoY), 
and net profit of RMB872mn/578mn (+32.5%/48.6%). Its service mix comprises three 
parts: (1) medical equipment financing which constitutes the principal component (72% 
in 1H17); (2) healthcare industry, equipment and financing advisory services (21%); (3) 
clinical department upgrade services (5%). Leveraging on the central SOE background, 
strong medical resources platform and efficient management team, the company develops 
very quickly with 2012-2016 revenue/net profit CAGR of 46%/48.9%.  
 
Figure: Revenue and Net Profit of Universal Medical (RMB`000) and YoY Growth 

 
Source: Company, Phillip Securities 
 
Favorable External Environment for Healthcare Industry Development. With 
population aging and increasing disposable income per capita, the Chinese government 
places more importance on the development of healthcare industry. The State Council in 
2015 issued the Notice of the State Council on the National Healthcare Services System 
Planning Guidance (2015-2020). The Notice indicates that the number of public hospital 
beds will be increased from 4.55 per 1,000 persons to 6.00 per 1,000 persons overall and 
from 1.26 per 1,000 persons to 1.80 per 1,000 persons for county-level public hospitals 
between 2013 and 2020. Thus we see huge demand comes from hospital expansion and 
introduction of technology & medical equipment as well as fund support in following 
years. 
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 1M 3M 1Y 
Universal Medical 26.28 30.51 18.92 
HIS 3.17  5.37 23.85 
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Source: Phillip Securities (HK) Research 
 
KEY FINANCIALS 
RMB mn FY14 FY15 FY16 FY1H17 
Net Sales 1,552.7 2,193.4 2,700.9 1,653.9 
Net Profit 456.6 658.5 872.3 578.9 
EPS, RMB - 0.44 0.51 0.34 
PER, x - 11.40 11.25 8.70 
BVPS, 
RMB 

- 3.43 3.83 4.02 

P/BV, x - 1.46 1.5 1.5 
ROE, %  25.40 15.85 14.01 16.35 

Source: Company reports, Phillip Securities Est. 
 
Eurus Zhou (2277 6515) 
euruszhou@phillip.com.hk 
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Central SOE Background. Controlling 37.7% of Universal Medical`s shares, 
China General Technology Group (`Genertec`) is a Central-administered State-
owned Key Enterprise (SOE). Founded in 1998, it is the largest service provider 
introducing advanced equipment and technology, and also the largest importer and 
exporter of medical & health products. Genertec has created a full-chain business 
mode in healthcare industry, which has established cooperation relations with 
more than 100 countries and regions with 59 overseas branches. 
 
Strong Medical Resources in Various Fields. Capitalizing on Genertec`s global 
business network, Universal Medical continues to progress its integration of 
international resources, which lays a solid foundation for its professional and 
technical advantage. The company has almost 300 in-house medical experts and 
established cooperative relations with over 200 renowned domestic experts. It sets 
up long-term cooperation with world-famous medical institutions with resources 
covering numerous fields. 
 
Figure: Extensive healthcare platform with resources in various fields 
29 Renowned hospitals in Europe and America 
- Provide services including telemedicine, physician training and clinical 
departments construction  
13 International companies which provide hospital management and consulting 
services 
- Provide services including medical process design, medical project feasibility 
research, hospital operation and management consultancy and staff management 
training  
9 Architectural design firms for hospitals 
- Ensure that new hospitals are planned, designed and constructed according to JCI 
standards  
5 International physician associations 
- Provide services including technology support, advanced medical services talent 
introduction, academic training, and discipline construction  
12 Institutions combining elderly care and medical treatment 
- Provide training and instructions on design and operation for relevant projects  
Source: Company, Phillip Securities 
 
Promising Outlook of Hospital Operation Business: International Land Port 
Hospital (ILPH)  
 
(1) Partner: the First Affiliated Hospitalof Xi`an Jiaotong University. Together 
with the partner, the company is going to build a branch of the First Affiliated 
Hospital. FAH is a leading comprehensive Grade III Class A hospital in Northwest 
China, with 2.25 million outpatient visits in 2015 and 2,541 beds. It is the leader in 
terms of medical technology and service quality in Northwest China, having 14 
state-level key clinical subjects, 5 province level key clinical subjects and 7 
province-level dominant subjects. Its outstanding physicians and doctors are 
widely recognized within the industry. The revenue of FAH reached around 
RMB3.5bn/4bn in 2015/2016. It is estimated that the supply chain business of 
FAH is worth RMB2bn (nearly half of the turnover). 
 
(2) International Land Port Hospital. ILPH is located in Xi`an International 
Trade & Logistics Park, with the area of 0.25 km2 and 1000 beds planed. 
Universal Medical will invest no more than RMB2bn and the initial investment is 
about 1.5 billion, with the rest to be invested within 3-6 years after the hospital 
comes into operation. At beginning Universal medical will actually invest no more 
than 0.4 billion as capital input with the rest to be achieved by project financing. 
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(3) Ongoing Progress. Universal Medical established the project firm Xi`an 
Ronghui for construction and operation of IPLH. Xi`an Ronghui (80%) together 
with FAH`s project company (20%) has built Xi`an Wanheng as a medical 
supplies procurement management platform, and through Xi`an Wanheng the 
company finished the acquisition of a GSP firm. In this July Xi`an Wanheng has 
renovated the GSP firm, as the company is going to take over the supply chain of 
FAH soon. Now the existing warehouse of 5,000 sq.m and refrigerator trucks are 
prepared for the business undertaking, and the market expects that the supply 
chain business will start to generate income from 2H17. 
 
(4) Future income from two main rights. The cooperation with FAH brings the 
company two rights, including construction and operation right of ILPH and 
business cooperation right (taking over the supply chains of FAH and ILPH). On 
one hand, after the completion of the IPLH construction, Universal Medical will 
charge construction and operation fee indicating 80% of ILPH EBITDA every 
year. The construction and operation right bears a term of 25 years, and the ratio 
80% will declined to 50% when the return of investment reaches 100%. On the 
other hand, the project company of Universal Medical will receive 80% stake of 
dividends paid by Xi`an Wanheng with its supply chain business. 
 
Figure: Planed International Land Port Hospital 

 
Source: Company, Phillip Securities 
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Fast Growing Core Business: Finance Lease 
 
(1) Rapid growth since 2012 
Finance lease making up 72.34% of topline in 1H17 is the core business of the 
company which focuses on medical industry. The figure bellow shows that the 
finance lease developed dramatically with FY12-FY16 CAGR of 56.99%. 
Healthcare industry is the main source of segment revenue with contributing 77% 
to finance lease income in 2016, while the education business is a complement to 
the core hospital business, which helps the company to maintain good relationship 
with the local government. 
 
Figure: Finance Lease Income by Industry from 2012 to 2016 (RMB`000) 

 
Source: Company, Philip Securities 
 
(2) Solid Costumer Base Contributes to Good Asset Quality 
According to Frost & Sullivan, revenue of regional and county level hospitals is 
expected to grow at a CAGR of 18.5% between 2014 and 2018. The company 
targets these regional and county level hospitals as key customer base since they 
have high growth potential. In 2017, Universal Medical provides service to more 
than 1,400 Class 2 above hospital customers covering 30 provinces in China, 80% 
of which earn more than RMB100mn per year.  
 
Not-for-profit public hospitals usually have strong cash flows and are not that 
sensitive to interest rate. They value whether the supplier can provide tailored 
service to help them improve efficiency and introduce advanced equipment of 
excellent quality. Strong international resources and rich industry experience make 
Universal Medical enjoy high customer loyalty. Many hospitals are the company`s 
repeat customers. 
 
Professional staffs are sent to potential customers to conduct due diligence 
investigation to estimate whether the customers are capable to carry on lease 
obligations. After selection, qualified customers with strong cash flow and stable 
financial condition form a solid base for good asset quality, given the company 
has never wrote off any accounts receivables until now. The following chart also 
shows that NPA ratio and Overdue ratio are quite low while Provision coverage 
ratio is increasing stably indicating highly safety. 
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Figure: Asset Quality Ratios of Universal Medical 

 
*Non-performing assets ratio = balance of non-performing assets/net interest-earning 
assets; 
*Overdue ratio (over 30 days) is calculated based on net lease receivables which are 
more than 30 days overdue divided by total net lease receivables 
*Provision coverage ratio = provision for impairment of assets/balance of non-
performing assets; 
Source: Company, Phillip Securities 
 
(3) Impressive Operation Efficiency and Profitability 
The company`s finance leases are usually between three to five years in duration 
and are generally priced at an interest rate floating at a predetermined spread 
above a base interest rate. The base interest rate is usually referenced to the 
benchmark interest rates set by People`s Bank of China (PBOC) and the 
predetermined spread will be decided by specific customer based on its risk profile.  
 
The following chart sets forth Universal Medical`s net interest margin (NIM) and 
net interest spread (NIS) since 2014. Before 2015, the company focused on 
offshore RMB borrowings as main financing source. As the domestic interest rate 
was cut down and offshore deposit and lending interest rates hiked due to tight 
liquidity, the NIS & NIM bottomed out in 1H15. Therefore the management 
adjusted liability structure through expanding credit line granted by the major 
domestic lending banks and prepaid some offshore RMB debt. Continued 
diversification of its borrowing portfolio effectively controlled financing costs and 
exchange rate risks. In 1H17, both NIS & NIM reached a record high level. We 
see that the management is of good efficiency and very professionally experienced.  
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Figure: Historical NIS & NIM of Universal Medical during 2014 to 1H2017 

 
*Net interest margin is calculated by dividing net interest income by average balance 
of interest-earning assets; 
*Net interest spread is the difference between average yield of interest-earning assets 
and average cost rate of interest-bearing liabilities.  
 
Figure: ROE & ROA of Universal Medical from 2012 to 2016 

 
Source: Company, Phillip Securities 
 
Development of Advisory Business and Clinic Upgrade Service. By providing 
integrated services to hospital clients, the company is prone to cross-sell different 
services and solutions across large base of hospital customers. Besides finance 
lease, the company also provides advisory services and clinical department 
upgrade services. 
 
(1) Industry, Equipment and Financing Advisory Services 
Universal Medical offers comprehensive advisory services which are customized 
based on the specific requirements of customers, with a focus on industry, 
equipment and financing. The industry advisory service helps to analyze the 
competitive landscapes of hospital clients. It uses statistical data to seek diseases 
that are underserved but prevalent in the region, in order to find the most 
profitable and efficient growth strategy for hospitals. Universal Medical also helps 
its customers to choose most suitable and cost-effective equipment. Meanwhile, it 
gives suggestions about financing options, cash management and operation of 
purchased or leased assets. This advisory service has achieved quick development 
with 2012-2016 CAGR of 26.7%. In 1H17, this segment realized 33% YoY 
growth accounting for 21.9% of company revenue. 
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Figure: Turnover of Advisory Service and YoY Growth 

 
Source: Company, Phillip Securities 
 
(2) Clinical Department Upgrade Services 
Leveraging on the wide client coverage and enriched industry resources, Universal 
Medical has developed and now offer CVA (cerebral vascular accident) project 
solutions and finance lease. The company integrates internal and external 
resources to assemble project team to provide medical training and support for 
doctors and professionals, as well as awareness promotion and marketing support. 
This business posted 2012-2016 CAGR of 43.18% and recorded 21% YoY growth 
in 1H17. Given it only making up 5% of the topline, we believe that there is still 
quite room to grow through continued promotion by technology. 
 
Figure: Turnover of Clinical Department Upgrade Services and YoY Growth 

 
Source: Company, Phillip Securities 
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Investment Summary 
 
We think future growth drivers coming from: (1) Favorable external environment. 
National policies encourage to build hierarchical diagnosis and treatment system 
and boost hospital development in Tier II & III cities. This will further stimulate 
the need of hospital construction and expansion as well as demand for medical 
equipment. (2) Promising hospital operation business. Not-for-profit hospitals 
have strong cash follow and also incentive to outsource the supply chain under 
two-invoice system. Besides ILPH, the company is also planning for another new 
project in Handan city. Its expanding hospital client base underpins the 
development of hospital operation business and other related services. (3) SOE 
shareholder and comprehensive international medical resource form unique 
momentum. 
 
Meanwhile, PE and PB ratios of Universal Medical are much lower than peers` 
average levels which focus on hospital operation and supply chain business. And 
the company enjoys better profitability given relatively high ROE among hospital-
focused firms. With its hospital operation business to take off, we expect that 
Universal Medical to achieve notable development in future. 
 
Table: Key Ratio Comparison 
Code Company Market Cap 

(HKD mn) 
PE 
(TTM) 

PB 
(MRQ) 

ROA 
(%) 
Dec 2016 

ROE 
(%) 
Dec 2016 

2666.HK 環球醫療 13,765  11.25  1.73  4.58  14.01  

Finance Lease Industry 

Average of peers - 7.35  1.85  6.26  31.54  

3360.HK 遠東宏信 30,938  8.77  1.14  2.77  13.00  

5871.TW 中租-KY 25,643  4.51  2.56  8.99  57.22  

1848.HK 中國飛機租賃 5,683  8.78  1.86  7.01  24.40  

Hospital &Supply Chain Business 

Adjusted Average of peers 45.81  2.50  10.59  11.10  

1515.HK 華潤鳳凰醫療 13,460  -8.90  2.17  -33.37  -43.14  

2120.HK 康寧醫院 2,681  32.16  2.28  6.92  6.99  

3689.HK 康華醫療 3,598  20.90  2.54  15.24  20.37  

1509.HK 和美醫療 2,283  29.66  1.46  7.48  6.84  

1518.HK 新世紀醫療 4,582  30.10  3.41  30.06  552.82  

1526.HK 瑞慈醫療 3,694  105.85  3.49  9.05  10.21  

8143.HK 華夏醫療 434  42.53  1.79  -4.23  4.80  

*PE and PB ratios are from Wind calculated using closing prices on Oct 28 2017. 
*Adjusted average of peers is calculated excluding the outliers. 
Source: Wind, Phillip Securities 
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Financials 
 
  2013 2014 2015 2016 1H2017 

Valuation Ratios 

P/E - - 11.40 11.25 8.70 

P/B - - 1.46 1.50 1.50 

Per Share Data (RMB) 

EPS - - 0.44 0.51 0.34 

Book Value Per Share - - 3.43 3.83 4.02 

Dividend Per Share - - 0.11 0.15 - 

Growth & Margin(%) 

Growth 

Revenue 65.42 58.20 41.27 23.14 32.20 

Gross Profit 62.87 47.44 40.24 32.59 37.40 

Operating Income 74.93 46.07 47.32 33.95 49.17 

Net Profit 76.04 46.01 44.21 32.46 48.61 

Margins 

Gross Profit Margin 64.48 60.10 59.66 64.24 65.28 

Operating Profit Margin 42.62 39.36 41.04 44.65 49.32 

Net Profit Margin 31.86 29.41 30.02 32.30 35.00 

Key Ratios 

ROE (%) 30.89 25.40 15.85 14.01 16.35 

ROA (%) 3.83 3.40 3.29 3.32 3.71 

Income Statement (RMB Mn) 

Revenue 981.5 1,552.7 2,193.4 2,700.9 1,653.9 

- Cost of Goods Sold (348.6) (619.6) (884.9) (966.0) (574.3) 

Gross Income 632.8 933.1 1,308.5 1,734.9 1,079.6 

- Operating Expenses (214.5) (322.0) (408.3) (529.0) (263.9) 

Operating Income 418.3 611.1 900.3 1,205.9 799.9 

- Income Tax Expenses (105.6) (154.4) (241.7) (333.6) (221.0) 

Net Profit 312.7 456.6 658.5 872.3 578.9 
Source: Company, Bloomberg, Phillip Securities (HK) Research 
(Financial figures as at 30 Oct 2017) 
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS 

 
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 recommendation 
 
GENERAL DISCLAIMER 
This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and 
limitations set out below. 
 
This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or 
consequential loss arising from any use of material contained in this publication. 
 
The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis, 
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief 
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate, 
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not 
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will 
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made 
available, even if it has been advised of the possibility of such damages. 
 
Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time 
without prior notice. 
 
This material 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 material may not be suitable for all investors and a person receiving or reading this material should seek advice from a 
financial adviser regarding 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 publication should not be relied upon as authoritative without further being subject to the recipient`s own independent verification and exercise of judgment. The 
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product 
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication 
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 a security. Any decision to purchase securities mentioned in this research 
should take into account existing public information, including any registered prospectus in respect of such security. 
 
Disclosure of Interest 
Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in 
this report. 
Firm`s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1% 
or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation. 
 
Availability 
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 to any registration or 
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction. 
 
Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any 
loss occasioned by reliance placed upon the contents hereof.  PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of 
different product`s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.   

© 2017 Phillip Securities (Hong Kong) Limited 
 

Contact Information (Regional Member Companies) 

Total Return Recommendation Rating Remarks 
>+20% Buy 1 >20% upside from the current price 

+5% to +20% Accumulate 2 +5% to +20%upside from the current price 
-5% to +5% Neutral 3 Trade within  ± 5% from the current price 
-5% to -20% Reduce 4 -5% to -20% downside from the current price 

<-20% Sell 5 >20%downside from the current price 
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