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HK-Mainland border reopening to revive cross-
border medical consumption 

 

 

EC Healthcare (ECH) reported FY1H23 revenue of HK$1,893mn, up by 31% 
YoY, in which revenue from aesthetic medical and beauty and wellness 
(collectively, consumer medical) segment declined by 2% YoY, caused by store 
closures in April and a gradual recovery thereafter in HK as well as regulatory 
headwinds and COVID disruptions in Mainland. However, sales volume 
(generated from contracted sales) showed continuous recovery by quarter, up 
by 21%/11% QoQ in FY1Q23/FY2Q23, following a 19% QoQ decline in FY4Q22 
due to COVID lockdowns in HK. As HK-Mainland border reopening will be 
officially resumed on 8 Jan 2023, we expect ECH will directly benefit. 

 The HK-Mainland border reopening is expected to support FY24 
business growth, especially for consumer medical services. Since the 
Chinese government actively adjusted pandemic control measures in end-
2022, the quarantine-free travel between HK and Mainland has been widely 
anticipated by the market. On 5 Jan 2023, the State Council and HK 
government announced new policies to officially allow border reopening for 
travellers starting from 8 Jan 2023 (link 1 & link 2). We believe ECH will 
substantially benefit from HK-Mainland border reopening, given that 30-40% 
of ECH’s total revenue were contributed from cross-border travellers before 
the pandemic, according to ECH’s management. As HK-Mainland travelling 
will be resumed on a gradual basis, revenue from cross-border travellers 
will also be largely generated in FY24 (ended Mar 2024). Previously, ECH’s 
consumer medical services were disrupted by the strict pandemic control 
measures adopted in HK and Mainland, and we think border reopening will 
have more positive impacts on this part of business for ECH. We forecast 
revenue of ECH’s consumer medical services to grow by 17%/40%/25% 
YoY in FY23/FY24 /FY25, respectively. 

 Enhancing service capabilities during the pandemic to better capture 
consumption recovery opportunities from cross-border tourists. 
Despite the harsh macro environment after pandemic outbreak, ECH has 
been persistently implementing its M&A strategy to diversify its service 
portfolio in the past three years. Total M&A execution value amounted to 
HK$641/HK$219mn in FY22/FY1H23. Notable M&A deals include Bayley & 
Jackson, a premium HK-based dental chain, multiple HK-based veterinary 
clinics, and a share subscription of a hospital grade medical building in Tsim 
Sha Tsui of HK. Compared with its pre-pandemic service structure centering 
on consumer medical categories (accounting for 71% of total revenue in 
FY19), ECH has now offered customers with more options in specialized 
medical services, such as dental, medical imaging and veterinary services. 
The enhanced services capabilities put ECH in a good position to meet 
diversified medical demand for both local and cross-border customers. 

 Maintain BUY. We raised our TP to HK$11.02, based on a 10-year DCF 
model (WACC: 11.8%, terminal growth: 2.0%), to reflect customer traffic 
resumption from HK-mainland border reopening. 
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Stock Data   

Mkt Cap (HK$ mn) 9,922.4 

Avg 3 mths t/o (HK$ mn) 5.7 

52w High/Low (HK$) 10.36/3.98 

Total Issued Shares (mn) 1181.2 

Source: FactSet   
 

Shareholding Structure  

Tang Chi Fai 61.2% 

Goldman Sachs 5.5% 

Source: HKEx   
 

Share Performance 

 Absolute Relative 

1-mth 36.4% 26.4% 

3-mth 67.7% 44.1% 

6-mth 8.9% 13.1% 

Source: FactSet 

12-mth Price Performance 

 
 

Source: FactSet 

 

Earnings Summary      

(YE 31 Mar) FY21A FY22A FY23E FY24E FY25E 

Revenue (HK$ mn) 2,080 2,920 3,884 5,036 6,133 

  YoY growth (%) 6.8 40.3 33.0 29.7 21.8 

Net profit (HK$ mn) 192.9 197.5 260.5 543.2 811.1 

  YoY growth (%) (32.7) 2.4 31.9 108.5 49.3 

EPS (Reported) (HK$) 0.19 0.17 0.22 0.46 0.69 

Consensus EPS (HK$) na na 0.19 0.32 0.44 

P/E (x) 26.8 63.4 38.1 18.3 12.2 

Yield (%) 3.3 1.4 2.1 4.1 6.1 
 

Source: Company data, Bloomberg, CMBIGM estimates 

https://mp.weixin.qq.com/s/0pRtMebznSFGyXTEboHtuQ
https://mp.weixin.qq.com/s/JSg2-P0V1fsYGASPUMtzPw
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Figure 1: Earnings revision 

  New   Old   Diff (%)  

HK$ mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue 3,884  5,036  6,133  3,845  4,874  6,048  1.0% 3.3% 1.4% 

Gross Profit 3,387  4,472  5,489  3,343  4,314  5,382  1.3% 3.7% 2.0% 

Operating Profit 436  836  1,213  422  791  1,167  3.4% 5.6% 4.0% 

Net profit 260  543  811  259  537  798  0.7% 1.2% 1.6% 

EPS (HK$) 0.22  0.46  0.69  0.22  0.45  0.68  0.7% 1.2% 1.6% 

Gross Margin 87.20% 88.80% 89.50% 86.94% 88.50% 89.00% +0.26ppt +0.30ppt +0.50ppt 

Operating Margin 11.24% 16.59% 19.78% 10.98% 16.23% 19.29% +0.26ppt +0.36ppt +0.49ppt 

Net Margin 6.71% 10.79% 13.23% 6.72% 11.01% 13.20% -0.02ppt -0.22ppt +0.02ppt 

Source: Company data, CMBIGM estimates 

Figure 2: CMBIGM estimates vs consensus 

  CMBIGM  Consensus  Diff (%)  

HK$ mn FY23E FY24E FY25E FY23E FY24E FY25E FY23E FY24E FY25E 

Revenue 3,884  5,036  6,133  3,782  4,642  5,516  2.7% 8.5% 11.2% 

Gross Profit 3,387  4,472  5,489  3,315  3,787  4,476  2.2% 18.1% 22.6% 

Operating Profit 436  836  1,213  462  685  919  -5.5% 22.0% 32.0% 

Net profit 260  543  811  217  359  526  19.9% 51.3% 54.1% 

EPS (HK$) 0.22  0.46  0.69  0.19  0.32  0.44  16.7% 43.3% 54.7% 

Gross Margin 87.20% 88.80% 89.50% 87.64% 81.58% 81.14% -0.44ppt +7.22ppt +8.36ppt 

Operating Margin 11.24% 16.59% 19.78% 12.21% 14.76% 16.65% -0.98ppt +1.83ppt +3.13ppt 

Net Margin 6.71% 10.79% 13.23% 5.75% 7.73% 9.54% +0.96ppt +3.05ppt +3.69ppt 

Source: Company data, CMBIGM estimates 

Figure 3: Valuation on risk-adjusted DCF valuation  

DCF Valuation (in HK$ mn)  2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 

  EBIT  444  836  1,213  1,346  1,481  1,614  1,743  1,865  1,977  2,076  

  Tax rate   15.1% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 

  EBIT*(1-tax rate)  377  710  1,031  1,144  1,259  1,372  1,482  1,586  1,681  1,765  

  + D&A  471  549  632  695  757  818  875  928  974  1,013  

  - Change in working capital  (134) (8) (55) (61) (66) (72) (77) (81) (85) (89) 

  - Capex  (850) (850) (950) (500) (500) (500) (500) (500) (500) (500) 

FCFF  (136) 401  657  1,278  1,450  1,618  1,780  1,932  2,070  2,189  

Terminal value            22,843  

            

Terminal growth rate 2.0%           

WACC 11.8%           

Cost of Equity 15.0%           

Cost of Debt 5.0%           

Equity Beta 1.2           

Risk Free Rate 3.0%           

Market Risk Premium 10.0%           

Target Debt to Asset ratio 30.0%           

Effective Corporate Tax Rate 15.0%           

            

            

Terminal value (HK$ mn) 7,504        

Total PV (HK$ mn) 13,743           

Net debt (HK$ mn) 196            

Minority interest (HK$ mn) 531            

Equity value (HK$ mn) 13,016            

# of shares (mn) 1,181            

Price per share (HK$ per share) 11.02            

Source: CMBIGM estimates 
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Financial Summary 
 

INCOME STATEMENT 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Mar (HK$ mn)       

Revenue 1,949 2,080 2,920 3,884 5,036 6,133 

Cost of goods sold (216) (235) (350) (497) (564) (644) 

Gross profit 1,733 1,845 2,570 3,387 4,472 5,489 

Operating expenses (1,354) (1,561) (2,199) (2,951) (3,636) (4,276) 

Selling expense (124) (109) (139) (186) (212) (245) 

Staff costs (837) (1,029) (1,384) (1,953) (2,367) (2,760) 

Other rental related expenses (43) (48) (61) (80) (101) (123) 

Others (350) (375) (614) (732) (957) (1,148) 

Operating profit 378 285 371 436 836 1,213 

Share of (losses)/profits of associates/JV 0 5 (1) 8 0  0  

Net Interest income/(expense) (18) (24) (49) (64) (56) (49) 

Pre-tax profit 361 266 321 380 779 1,164 

Income tax (50) (40) (51) (58) (117) (175) 

After tax profit 310 226 271 323 662 989 

Minority interest  24 33 73 62 119 178 

Net profit 287 193 198 260 543 811 

Gross dividends 227 172 170 208 407 608 
 

 

BALANCE SHEET 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Mar (HK$ mn)       

Current assets 1,052 1,415 1,516 1,949 2,085 2,298 

Cash & equivalents 520 931 870 1,207 1,219 1,324 

Account receivables 79 179 155 201 233 250 

Inventories 60 40 101 100 113 130 

Prepayment 189 191 215 266 345 420 

Financial assets at FVTPL 111 3 2 2 2 2 

Other current assets 93 71 172 172 172 172 

Non-current assets 1,503 2,376 3,345 3,688 3,923 4,145 

PP&E 725 792 1,193 1,314 1,418 1,496 

Intangibles 115 512 692 648 582 485 

Goodwill 155 477 709 709 709 709 

Other non-current assets 507 595 751 1,017 1,215 1,455 

Total assets 2,555 3,790 4,861 5,637 6,009 6,442 
       

Current liabilities 1,069 1,317 1,363 1,325 1,442 1,495 

Short-term borrowings 262 287 0  0  0  0  

Account payables 159 215 315 277 394 447 

Other current liabilities 488 607 730 730 730 730 

Lease liabilities 161 207 319 319 319 319 

Non-current liabilities 316 842 1,147 1,847 1,847 1,847 

Convertible bonds 0  240 236 236 236 236 

Obligations under finance leases 297 295 387 387 387 387 

Other non-current liabilities 20 308 524 1,224 1,224 1,224 

Total liabilities 1,386 2,160 2,510 3,172 3,289 3,342 
       

Share capital 0 0 0 0 0 0 

Capital surplus 1,003 1,269 1,881 1,933 2,069 2,272 

Total shareholders equity 1,003 1,269 1,881 1,933 2,069 2,272 

Minority interest 167 362 469 531 651 829 

Total equity and liabilities 2,555 3,790 4,861 5,637 6,009 6,442 
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CASH FLOW 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Mar (HK$ mn)       

Operating       

Profit before taxation 361 266 321 380 779 1,164 

Depreciation & amortization 246 310 432 565 665 779 

Tax paid (65) (54) (67) (58) (117) (175) 

Change in working capital 14 80 (135) (134) (8) (55) 

Others 21 19 57 56 56 49 

Net cash from operations 576 621 608 810 1,376 1,762 
       

Investing       

Capital expenditure (70) (136) (260) (550) (650) (750) 

Acquisition of subsidiaries/ investments (112) (353) (347) (300) (200) (200) 

Net proceeds from disposal of short-term 
investments 

499 108 0  0  0  0  

Others (0) 12 36 (50) (50) (50) 

Net cash from investing  316 (369) (571) (900) (900) (1,000) 
       

Financing       

Dividend paid (352) (130) (322) (208) (407) (608) 

Net borrowings 145 609 0  700 0  0  

Proceeds from share issues 3 107 530 0  0  0  

Others (536) (429) (308) (64) (56) (49) 

Net cash from financing  (739) 157 (100) 427 (464) (658) 
       

Net change in cash       

Cash at the beginning of the year 367 520 931 870 1,207 1,219 

Exchange difference 0 2 2 0  0  0  

Cash at the end of the year 520 931 870 1,207 1,219 1,324 

GROWTH 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Mar       

Revenue 5.2% 6.8% 40.3% 33.0% 29.7% 21.8% 

Gross profit 6.6% 6.5% 39.3% 31.8% 32.0% 22.7% 

Operating profit (15.8%) (24.8%) 30.4% 17.6% 91.5% 45.2% 

Net profit (20.6%) (32.7%) 2.4% 31.9% 108.5% 49.3% 

PROFITABILITY 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Mar       

Gross profit margin 88.9% 88.7% 88.0% 87.2% 88.8% 89.5% 

Operating margin 19.4% 13.7% 12.7% 11.2% 16.6% 19.8% 

Return on equity (ROE) 28.0% 17.0% 12.5% 13.7% 27.1% 37.4% 

GEARING/LIQUIDITY/ACTIVITIES 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Mar       

Net debt to equity (x) 0.2 (0.1) (0.1) 0.1 0.1 0.0 

Current ratio (x) 1.0 1.1 1.1 1.5 1.4 1.5 

Receivable turnover days 17.2 22.6 20.9 18.9 16.9 14.9 

Inventory turnover days 94.5 76.9 73.4 73.4 73.4 73.4 

Payable turnover days 48.7 63.9 63.6 64.0 64.0 64.0 

VALUATION 2020A 2021A 2022A 2023E 2024E 2025E 

YE 31 Mar       

P/E 18.9 26.8 63.4 38.1 18.3 12.2 

P/E (diluted) 18.9 26.9 64.6 38.1 18.3 12.2 

P/B 5.4 4.1 6.7 5.1 4.8 4.4 

P/CFPS 9.4 8.3 20.6 12.3 7.2 5.6 

Div yield (%) 4.2 3.3 1.4 2.1 4.1 6.1 
 

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.  
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