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A Giant Leap into China

CLGL made an indicative non-binding proposal for the proposed combination
with Global Cord Blood Corporation (GCB) (CO US) via a share swap
arrangement. CLGL intends to fund the transaction by raising S$1.25bn via
issuing 2,497.9m new shares at S$0.50/shr. We expect ~30.8% accretion to
FY20E EPS should the deal complete by end-2019. Maintain BUY with TP
$0.65/shr, pending shareholder approval and more details on the deal.
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® In congruence with CLGL’s M&A driven growth DNA; albeit at a larger scale: While
still at a very preliminary stage, we see the deal strongly positive to CLGL. Upon
successful completion, we expect CLGL to officially be largest cord blood bank in the
world, noting that GCB is currently the no.1 player in Mainland China. More
importantly, we expect the deal to be highly accretive to CLGL EPS given that 1) the
offer price implies 21.4x P/E for GCB (vs. CLGL swapping at 33.7x FY19E P/E); and 2) PRICE CLOSE (04 Jun 2019)
GCB is more profitable than CLGL (GCB NPM: 29.1% vs. CLGL NPM: 5.1%), with LTM ~ >CD 0-465
net income of $558.0m, which is ~15x that of CLGL FY19E net income of $$3.8m. MARKET CAP
®» GCB is the market leader in China and a quality target: GCB has a very similar, cash- szgg ;éSmm
generative business model as CLGL, but at a ~4x scale (in terms of revenues) as
compared to CLGL given that it is the market leader in the largest market in the world. ~ SHARES o/s
As such, the target maintains a substantial net cash position of S$852m (~76% of 252.7mn
market cap). Based on simple extrapolation, we expect the net cash position of the FREE FLOAT
enlarged entity to be ~5$895.7m (~65.0% of the implied market cap post-merger). 37.1%
®» Maintain BUY: Given that the deal is still at the preliminary stage and subject to ~ 3MAVG DAILY VOLUME/VALUE
approval by CLGL (simple majority excluding Sanpower Group) and GCB (two-thirds 90K
of shareholders’ approval), we will review our investment thesis as more public 52 WKHIGH 52 WK LOW
information surface. We maintain BUY TP $0.65/shr, noting that the current target 0.950 0.360
price does not account for the impact of the deal.
Financial highlights ]
Target Price SGD 0.65
Y/E 31 Dec (SGD'm) FY18A FY19E FY20E FY21E FY22E
Revenue 72.0 743 79.7 85.5 91.4 S oo
Revenue Growth 20.1% 3.1% 7.3% 7.3% 6.9% 1? 100,000
Core Net profit 3.8* 3.8 49 6.1 7.4 12 80,000
Outstanding shares (m) 255 255 255 255 255 i: 60,000
EPS (S$) 1.51 1.48 1.91 2.40 291 0.6 40,000
EPS growth (%) -1.5% 28.8% 25.3% 21.5% Z: 20000
NPM (%) 5.3% 5.1% 6.1% 7.2% 8.1% o0 4 0
ROE (%) 3.2% 3.0% 3.8% 4.5% 5 2% 15/8/2015 15/8/2016 15/8/2017 15/8/2018
P/E (x) 30.9 31.3 24.3 19.4 16.0

Source: Company, SCCM Research; as of 04 Jun 2019, *Strips out S$0.316m fair value gain on investment property
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Potential Game-Changing Acquisition

Great leap into PRC: Global Cord Blood (GCB) is the largest cord blood/lining bank
in Mainland China (PRC). GCB’s business model is similar/identical to CLGL, which
would make a valuable horizontal acquisition for CLGL and mark the entry into the
PRC market, if the acquisition is successful.

Massive S$1.25bn deal to be funded by equity issuance: CLGL intends to issue
2,497.9m shares at S$$0.50/share to raise S$$1.25bn to fund the proposed
combination with GCB via a share swap. The proposed deal implies an offer price of
USS7.50/share of the target, a 11.1% premium over closing price on 05Jun19.

Fig 1 - Simple Extrapolation of Target (GCB)
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GCB has a market cap of §51,124m
and net cash position of $$852.2m

GCB currently trades at 19.4x P/E
vs. CLGL which trades at 30.3x
FY19E P/E

In S$m LT™M FY19E* FY20E*
Revenues (S$'m) 199.2 209.2 219.6
EBITDA (S$'m) 79.5 83.4 87.6
EBIT (S$'m) 68.4 71.8 75.4
Net Income (S$'m) 58.0 60.8 63.9
EPS (S$) 0.48 0.50 0.53
EBITDA Margins (%) 39.9%

EBIT Margins (%) 34.3%

Net Margins (%) 29.1%

Source: SCCM Research, Bloomberg

The proposed combination would be highly accretive: Given that GCB is arguably
more profitable than CLGL with a net income that is ~15x the size of CLGL’s net
income, we expect the deal the be strongly EPS accretive despite the substantial
share base expansion of CLGL. We expect a ~30.8% accretion to our projected FY20E
EPS assuming the completion of the deal by end-2019.

Fig 2 - Simple Extrapolation of Acquirer (CLGL)

Forward projections are assumed
at a simple 5% growth p.a. which is
conservative given that EPS grew at
21.0% CAGR from FY16 to LTM

In S$’m FY18A FY19E FY20E
Before Acquisition
Revenues (S$'m) 72.0 74.3 79.7
EBITDA (S$'m) 7.2 7.6 9.0
EBIT (S$'m) 4.6 4.0 5.0
Net Income (S$'m) 3.8 3.8 4.9
EPS (S$'c) 151 1.48 191
EBITDA Margins (%) 10.0% 10.3%
EBIT Margins (%) 6.3% 5.3%
Net Margins (%) 5.8% 5.1%
10.0% 10.3%
Post-Acquisition — Estimate
Proposed Share Issuance ('m) 2,498
New total shares outstanding ('m) 2,753
Revenues (S$'m) 299.3
EBITDA (S$'m) 96.6
EBIT (S$'m) 80.4
Net Income (S$'m) 68.8
EPS (S$'c) 2.50
Estimated Accretion (%) 30.8%*

Source: SCCM Research, * Accretion estimates are based on conservative growth assumption of GCB
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Forward projections of the
combined entity assume no
cannibalization of business and
completion of deal by end-2019
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Shareholder Approval Required

"  Simple majority (excluding Sanpower Group) needed at CLGL: CLGL would 50% of
minority shareholder approval for the deal to pass through, i.e. 34.73% of CLGL’s
total shareholder approval.

Fig 3 - Substantial Deemed Interest of CLGL

Substantial Shareholder % of Issued Shares
Sanpower Group 30.55
Hon Kwok Lung & Lam Suk Ying 21.55
China Minsheng 6.28
Fidelity Funds 6.40

Source: SCCM Research, CLGL SP Equity FY18 Annual Report

"  Two-third majority needed at GCB: GCB would require 66.67% of total shareholder
approval before the deal passes through, noting that Sanpower already represents
65.3% of GCB total shareholdings.

Fig 4 - Substantial Deemed Interest of GCB

Substantial Shareholder % of Issued Shares
Sanpower Group 65.3
Kent C McCarthy 13.3
Magnus Optus International 5.9

Source: SCCM Research, CO US Equity FY18 Annual Report

D EELEES:

SCCIT]  SOOCHOW CSSD CAPITAL MARKETS

Company Update

Singapore
Medical Services




RESEARCH DISCLAIMER

Important Disclosures

This report was prepared, approved, published and distributed by SooChow CSSD Capital Markets
(Asia) Pte. Ltd. (Company Registration number: 201726618K) (“SCCM”) which is a company located
outside of the United States.

Subject to any applicable laws and regulations at any given time, SCCM, its affiliates or companies
or individuals connected with SCCM (together, “Connected Companies”) may make investment
decisions that are inconsistent with the recommendations or views expressed in this report and may
have long or short positions in, may from time to time purchase or sell (as principal or agent) or have a
material interest in any of the securities mentioned or related securities or may have or have had a
business or financial relationship with, or may provide or have provided investment banking, capital
markets and/or other services to, the entities referred to herein, their advisors and/or any other
connected parties. As a result, recipients of this report should be aware that Connected Companies
may have a conflict of interest that could affect the objectivity of this report.

See “Special Disclosures” for certain additional disclosure statements, if applicable.
This report is only for distribution to investment professionals and institutional investors.

Analyst Certification

Each of the analysts identified in this report certifies, with respect to the companies or securities that
the individual analyses, that (1) the views expressed in this report reflect his or her personal views
about all of the subject companies and securities and (2) no part of his or her compensation was, is
or will be directly or indirectly dependent on the specific recommendations or views expressed in this
report.

Analysts and strategists are paid in part by reference to the profitability of SCCM.

Stock Ratings are defined as follows

Recommendation Interpretation

Recommendation Expected absolute returns (%) over 12 months
Buy More than 15%

Hold Between 15% and -5%

Sell Less than -5%

Expected absolute returns are based on the share price at market close unless otherwise stated.
Stock recommendations are based on absolute upside (downside) and have a 12-month horizon. Our
target price represents the fair value of the stock based upon the analyst's discretion. We note that
future price fluctuations could lead to a temporary mismatch between upside/downside for a stock
and our recommendation.

Research Conflict Management Policy

SCCM research has been published in accordance with our conflict management policy, which is
available upon request.

Disclaimers

This report is not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would
subject SCCM to any registration or licensing requirement within such jurisdiction(s). This report
is strictly confidential and is being furnished to you solely for your information. All material presented
in this report, unless specifically indicated otherwise, is under copyright to SCCM. None of the
material, its content, or any copy of such material or content, may be altered in any way, transmitted,
copied or reproduced (in whole or in part) or redistributed in any form to any other party, without
the prior express written permission of SCCM. All trademarks, service marks and logos used in this
report are trademarks or service marks or registered trademarks or service marks of SCCM or its
affiliates, unless specifically mentioned otherwise.

The information, tools and material presented in this report are provided to you for information
purposes only and are not to be used or considered as an offer or the solicitation of an offer to sell or
to buy or subscribe for securities or other financial instruments. SCCM has not taken any steps
to ensure that the securities referred to in this report are suitable for any particular investor. SCCM
will not treat recipients as its customers by virtue of their receiving the report. The investments
or services contained or referred to in this report may not be suitable for you and it is recommended
that you consult an independent investment advisor if you are in doubt about such investments
or investment services. In addition, nothing in this report constitutes investment, legal, accounting or
tax advice or a representation that any investment or strategy is suitable or appropriate to your
individual circumstances or otherwise constitutes a personal recommendation to you.

Information and opinions presented in this report were obtained or derived from sources that SCCM
believes to be reliable, but SCCM makes no representations or warranty, express or implied, as to their
accuracy or completeness or correctness. SCCM accepts no liability for loss arising from the use of the
material presented in this report, except that this exclusion of liability does not apply to the extent that
liability arises under specific statutes or regulations applicable to SCCM. This report is not to be relied
upon in substitution for the exercise of independent judgment. SCCM may have issued, and may in the
future issue, a trading call regarding this security. Trading calls are short term trading opportunities
based on market events and catalysts, while stock ratings reflect investment recommendations based
on expected absolute return over a 12-month period as defined in the disclosure section. Because
trading calls and stock ratings reflect different assumptions and analytical methods, trading calls may
differ directionally from the stock rating.
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Past performance should not be taken as an indication or guarantee of future performance, and no
representation or warranty, express or implied, is made regarding future performance. Information,
opinions and estimates contained in this report reflect a judgment of its original date of publication by
SCCM and are subject to change without notice. The price, value of and income from any of the
securities or financial instruments mentioned in this report can fall as well as rise. The value of
securities and financial instruments is subject to exchange rate fluctuation that may have a positive or
adverse effect on the price or income of such securities or financial instruments. Investors in
securities such as ADRs, the values of which are influenced by currency volatility, effectively assume
this risk.

This report is distributed in Singapore by SCCM which is a holder of a capital markets services
licence and an exempt financial adviser in Singapore and (ii}-solely to persons who qualify as
“institutional investors” or “accredited investors” as defined in section 4A(1) of the Securities and
Futures Act, Chapter 289 of Singapore (the “SFA”). Pursuant to regulations 33, 34, 35 and 36 of the
Financial Advisers Regulations (the “FAR’), sections 25, 27 and 36 of the Financial Advisers Act,
Chapter 110 of Singapore shall not apply to SCCM when providing any financial advisory service to
an accredited investor, or “overseas investor” (as defined in regulation 36 of the FAR). Persons in
Singapore should contact SCCM in respect of any matters arising from, or in connection with, this
publication/communication. If you wish to enter into a transaction, please contact the relevant
Connected Company in your home jurisdiction unless governing law provides otherwise. If jurisdictions
where the Connected Companies are not registered or licensed to trade in securities, transactions will
only be effected in accordance with applicable securities legislation which may vary from one
jurisdiction to another and may require that the trade be made in accordance with applicable
exemptions from registration or licensing requirements.

SCCM and the Connected Companies may do or seek to do business with companies covered in our
research report. As a result, investors should be aware that the firm may have a conflict of interest
that could affect the objectivity of research produced by SCCM. Investors should consider our
research as only a single factor in making their investment decision.

Any reference to a third party research material or any other report contained in this report represents
the respective research organization's or publisher’s estimates and views and does not represent the
views of SCCM; and SCCM, its officers, employees do not accept any liability or responsibility
whatsoever with respect to its accuracy or correctness. This report may provide the addresses of, or
contain hyperlinks to websites. Except to the extent to which the report refers to material on SCCM’s
own website, SCCM takes no responsibility whatsoever for the contents therein. Such addresses or
hyperlinks (including addresses or hyperlinks to SCCM'’s own website material) is provided solely
for your convenience and information and the content of the linked site does not in any way form
part of this report. Accessing such website or following such link through this report or SCCM'’s
website shall be at your own risk.

For U.S. persons only

This research report is a product of SCCM, which is the employer of the research analyst(s) who has
prepared the research report. The research analyst(s) preparing the research report is/are resident
outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer
and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are not
required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with
U.S. rules or regulations regarding, among other things, communications with a subject company,
public appearances and trading securities held by a research analyst account.

This report is not intended for distribution by SCCM into the U.S.
Special Disclosures (if applicable;

Not Applicable




