
MEDICLINIC INTERNATIONAL PLC (JSE:MEI)

RECOMMENDATION: BUY

Mediclinic International plc (Mediclinic) is an international private

healthcare services provider. Mediclinic’s operational divisions include

Hirslanden Switzerland, Mediclinic Southern Africa and Mediclinic

Middle East. Mediclinic comprises 77 hospitals, five sub-acute hospitals,

14-day case clinics and 22 outpatient clinics. Hirslanden Switzerland

operates 17 hospitals, three day case clinics and three outpatient clinics

in Switzerland, with over 1800 inpatient beds. Mediclinic Southern Africa

operates 52 hospitals, eight sub-acute hospitals and 10 day case clinics

across South Africa and three hospitals in Namibia with over 8700

inpatient beds. Mediclinic Middle East operates seven hospitals, two day

case clinics and 18 outpatient clinics with over 900 inpatient beds in the

United Arab Emirates. Mediclinic holds a minority interest of 29.9% in

Spire Healthcare Group plc, a leading independent hospital group in the

United Kingdom.

FUNDAMENTAL/TECHNICAL OVERVIEW

Mediclinic reported its full-year results for the period ended 31 March

2020. The group’s revenue increased slightly, up by 5% compared to the

previous period, to £3.1 billion (2018: £2.9 billion). The company

reported an operating loss of £184 million (FY2019: operating profit of

£81 million) and the total reported loss for the period was £320 million

(FY2019: £151 million). Adjusted earnings per share declined by 8% to

24.7 pence, and the total dividend for the year was 3.20 pence per share

(FY19: 7.90), paid in December 2019.

Segmenting the group’s underlying businesses, Mediclinic Hirslanden

contributed 47% towards group revenue. Revenue increased slightly, up

by 1% to £1.8 billion (FY2019: £1.78 billion). Due to the national

lockdown measures introduced in Switzerland on 16 March 2020, no

elective procedures were able to occur. The group reports that since

relaxing lockdown measures on 27 April 2020, including the resumption

of elective procedures, patient volumes and occupancy have improved.

The South African business, which is the third-largest private health care

group in Southern Africa, contributed 29% towards group revenue. The

South African business showed an increase of 2% in revenue to £907

million (FY2019: £886 million), however, in the local currency, the

revenue grew by 7%, assisted by an increase in average revenue per bed.

In response to the group’s approach to COVID-19, Mediclinic South Africa

expects to moderate its FY2021 capital budget to preserve liquidity. Of

the R1.6 million originally budgeted in FY2021, the current monthly

expenditure run rate is approximately 25% of the budget.

Mediclinic Middle East accounted for 24% of total revenue. It grew

revenue by 9% year on year to £737 million, which is the most significant

growth in revenue in sterling terms, reported by Mediclinic group.

Mediclinic Middle East formed a strategic partnership with Saudi Arabian

investment company, Al Murjan Group. The partnership will establish an

internationally accredited 200-bed private hospital in Jeddah, Saudi

Arabia, expected to open around mid-2022. A £481m goodwill

impairment charge hit the Middle East business. This sizeable write-

down came as the group highlighted that the lower oil price, the Covid-

19 crisis, and below-inflation tariff-increases since 2018, had affected the

pace of progression.
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SHARE INFORMATION

Share Code MEI

Industry Healthcare Providers & Services

Sector Health Care

Market Capital (ZAR m) 46 986

Current Price (ZAR) 64.16

Target Price 80.00

Price - 52 Week High: 80.43

Price - 52 Week Low: 51.57

Dividend Yield 1.18%

Beta 5 Year (JSE All Share) 0.93

SHARE PRICE PERFORMANCE**
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months 17.4x 0.7x 9.0x

Current Year Est 17.6x 0.8x 11.4x

Expected 10.5x 0.7x 9.1x
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Net cash flow from operations increased by 32.5% to £4.56

million (FY2019: £3.44 million).

Mediclinic’s trailing dividend yield is at 1.18%, trading below its

mean of 1.59%.

Net debt to equity has followed an increasing trend since

FY2017.

Mediclinic’s price to book ratio is trading at 0.58, more than one

standard deviation away from its mean of 1.13.

The company’s forward PE is at 11.74, which is more than one

standard deviation below the long-term average of 17.04.

Mediclinic’s EBITDA margin increased to 17.5% (FY2019: 16.8%).
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.
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Mediclinic's 52-week high/low is R80.43/R51.57 respectively, currently trading at R62.68 per share. The company's year to date performance is

-19%. The 38.2% Fibonacci retracement level at R62.56 will act as a critical support level. A push higher from current levels could lead to a test

of the 50% Fibonacci level @ R65.97, followed by the 200-day moving average at R67.08. The stochastic oscillator and relative strength index is

at overbought levels.


