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UPDATE 22/03/2019

As a fund we have decided to sell the shares of NMC Health Plc
due to the fact the share price has plummeted and we do not see
the stock being able to recover. NMC's profit wasn’t as good as
initially predicted. This has caused a dip in the share price. We
thought this would recover, however over a week on since the
profit news. The company has not recovered and has dipped
further. To protect our capital further we have decided to sell on
the 22nd of March 2019,

Business Model

NMC Health plc is a private healthcare services provider in the
United Arab Emirates. The Company operates through two
segments: healthcare and distribution & services. The healthcare
segment is engaged in providing professional medical services,
comprising diagnostic services, in and outpatient clinics,
provision of all types of research and medical services in the field
of gynaecology, obstetrics and human reproduction and retailing
of pharmaceutical goods. It also includes the provision of
management services in respect of a hospital. It owns and
operates hospitals, day surgery centres, medical centres and
pharmacies. The distribution & services segment is engaged in
wholesale trading of pharmaceutical goods, medical equipment,
cosmetics and food. The Company also owns and operates
Clinicia.

Investment Rationale

Our BUY recommendation is derived from the technical analysis
of financial statements and financial indicators. NMC’s largest
benefit over its competitors is its much larger operating margin
over its competitors of 15.92 against an industry average of 5.79.
Furthermore, this can evidence in a ROCE of 65%. This is a
significant factor when considering NMC Health’s potential for
growth. As with a net income growth rate of 30% over the past
five years NMC can afford to embark on new projects and increase
expenses due to the buffer from the high operating margins.

Furthermore, by investing within NMC we not only gain access to
a company with high earning potential and a high growth rate we

RECOMMENDATION

SELL

Current Price

2,500.48 GBp

Our Valuation Range

2,494.00 - 2636.00

NMC boasts a strong earnings growth rate of 30%
combined with effective use of capital employed
allowing for minimal growth in expenses.
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MARKET DATA

Updated Previous
Revenue in £ 1570.03 1603.03m
(TT™M)
Net income in GBP 189.71m 185.9m
Incorporated in 1974 1974
Employees 12.70K 12.70k
52-week range 2430- 2,718 -

2772 2,772
Average volume 0.661m 0.672m
Shares outstanding | 208.21m 208.21m
Free float 85.30m 85.29m
P/E (TTM) 28.46 35.30
Market cap 5.37bn 5.72 bn
EPS (TTM) 0.9064 0.7837p
Cash Flow per 1.35 1.3351
share
Price/Cash flow 18.97 24.23
per share
Book value per 4.78 14.11
share
Tangible book -1.15 8.55
value per share
Net profit margin 12.24 11.60
(TT™)
Operating margin 18.74 17.09
Return on Capital 43.26% 65.08%
Employed
Annual div (ADY) 18.10 0.13
Annual div yield 0.7% 0.5%
(ADY)
Return on assets 7.40 8.07
Return on equity 20.78 24.73
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also can mitigate overall portfolio risk due to the correlation of the company and its position
being our only holding with the sector. Furthermore, as the firm operates mainly within the
United Arab Emirates we expect some level of protection from the ramification of Brexit within
the British markets and as such should alleviate some pressure from the portfolio.

If next year was the last period of growth then company earnings remain constants we have
calculated a return of 3.87%, see appendix. This is however a poor scenario, as the firm has
strong track record of earnings growth. As such NMC looks to be a position to be held for a long
period and even if earnings do stagnate the fund should still benefit from the investment.

Investment Risks

One major issue present with NMC is its balance sheet composition. This is due to a very small
number of fixed long-term assets and instead having primarily inventories and intangibles. This
becomes an issue when using certain valuation techniques limiting investors information on the
true value of such a company.

This coupled with a lack of dividends payments really limits option around underpinning the
value of NMC as such current market prices may be based upon speculative supply and demand
rather than it being traded at its intrinsic value.

Due to such a risk the fund may experience rapid swings in price depending on market
participants behaviour and the release of relevant news/information.

This investment opportunity also presents refuge from UK uncertainty relating to Brexit. As
NMC main markets are the United Arab Emirates.
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Supplementary Data

Appendix

Average Net income growth rate of 30.43%
Last period net income of 186m

Total outstanding shares of 208.21m

Discount rate weighted average cost of capital 7.08%

New Share Price = Old SharePrice + PV of Future Earnings, lyears time.

186(1.30)
1.071864

2,862.82 = 2,485 + 208.21

Therefore, a predicted new share price of 2,862.82 GBP
Spy
Returns = Log(—
g(spo)

2862.82

Predicted return if it reaches the previous valuation would be equal to 3.875% return.

1/S
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Appendix - Balance Sheet

Fiscal data as of Dec 31 2017 20M7 2016 2015 20104 2013
ASSETS

Cash And Short Term Investments 382 &8 w7 255 265
Tatzl Receivables, Net 535 366 75 192 172
Total Inventary 131 4 55 To G
Prepaid epenses | . 12 5 .85

Qther current assets, fotal - - - - -

Total current assats 1125 T14E GOL 578 540
Property, plant & equipment, net o7 455 434 368 27
Goodwill, net 1058 5&7 341 102 -
Intangibles, net o9 86 72 iz 102
Long term investments Lo 0E3 - - -
Mote receivable - long term Lo o5 175 - -
Other long term assefs 43 43 - - -
Total assets 1939 L3177 1,454 951 815
LIABILITIES
Accounts payable L=l 5 0% B4 &3
Accrusd expenses 0 L 12 L Fary
Motes payable/short-term debt 207 N 155 170 a2
Current portien leng-term debt/capital lsases 204 35 2 a2 a8
Other current liabilities, tota a2 &9 40 16 G
Total current liabilities Tk 660 Loz n 54
Total long term debt 988 595 434 TS 162
Total debt 1399 1049 730 Tl 332
Deferred income tac 69 8.5 .76 - -
Minority interest =i 42 2 400 297
Other liabilities, tota 93 L 5a 12 10
Total liabilities 1,849 1410 Ui 502 L9
SHAREHOLDERS EQUITY
Comman stock s 32 30 30 30
Additional paid-in capita 495 4592 e e e
550 3= 15% 250 78

Retained earnings (aocumulated deficif)

Treasury stock - commaon -

Unrealized gain (Joss) -- - - - -

Other equity, total 540 (213 (4600 - -
Total equity 1090 Q07 LER Lig 386
Total liabilities & shareholders equity 2930 237 145L 951 815
Total common shares cutstanding 204 204 138 188 186
Treasury shares - comman primary issue 0 0 Q¢ 0 0
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Appendix - Income Statement

Fiscal data as of Dec 31 2017 207 by 23 2074 203
REVEHIPE &ND GROSS FROFIT

Total rifsemae 1L&03 1231 == £ 551

CFERATIRG EXPEMIES

Ciovat of rewenwe roral P 75 5T 4T5 55
Sellirey general and admin axpenses, 1otal 3 m oy a7 120
Do eaC ki A o TiZarion Tl S5& B T4 P
[T TTEATEY Qo gy ety PN mn TES 415 i oz
Cirfead opararing & pordas, Tutal 55} L] o L TH
Toetal eperating capense 1,330 1037 T 556 68
Operaling incomoe ITs =L M aa &3
Oriear, reat {15} (=75} (LS55} {217} {SA5)

IHCOME TAKES, HINORITY INTEREST AMD EXTRA ITEHS

Her imceme before lames 0 =2 &5 Ta (1)
Provtshod S0 Incoima T L= ring (O o o
Mt imsime affer Taxes 09 = B 7 1]
Mirerity infenest Q% L] (A55) COTTH (O
Hel imsarme before extra. Mems 1B& 133 -7 T |
Toral extraondinary rems.

Hel imerme 1B& 133 =2 T L F:]
Incavail Fo cemmon excl. exira IPomd 184 == g T 1
I v ail Fo cedninon sl cxlia. Hems 184 13 82 T B8
EPS B ODMOLLA TEIN

Esisiciprimany widghned sverage shanes 204 -0 EL Bb L=
Easiciprimany ogs awcl axira ifems k) ar L 041 asy
Easlofprimany eps inel. etra ems sl aT L 041 sz
Dilluricn adjusresnr - - ]

Dilured woighned average shanes 20 1E8 Bl = =
Drllured ofes @l @S N R ar Oy a1 kT
Dilrad i incl. @x1ra iems Do aFi LA, [aFs} iy
COPPSOH STOCK [ VIDENDS

DFS - Coimimian S10ck pricmany sud 0 O ang b O
Gross dividend - Commen Snok & 28 Tk & 14
PRO FORHA, |HCOME

Pro 824 Nt e o

INTanasr axmsanise. supplkmenal 53 LT 8 v Lt
SUPPLEHEMTAL IRCOME

Dhisp e b i, Supplimmanital 5 L5 L T4 [T
Tural spacial e L TER £.77 [ lrr {n ey
RORHALISED: IMCOHE

Haormalized incssse befane Tanes 11 59 b i &9
Eftect of spedial inems on incoms raxes o7 oo 151 0 O
Income: fax anduding impact of speclal hems L3 ailg 1 o o
Muarmalized incesse alter 1ax ™ =9 B9 ™ &9
Hormalized inosse avail. 1@ Camimes w7y 181 &5 TT &8
Easic normalized EPS oS7 aTs Db [aFs} iy
Cilured narmalized EFS aln ] ars Outs s (x| sy

Page 5 - Lincoln Student Managed Investment Fund. Website: Ismif.blogs.lincoln.ac.uk Email: LSMIF@lincoln.ac.uk



Equity Research Report LSMIF &INH}\Z]\D/IEJSCH”I;]I%N

Appendix - Cash Flow

Fiscal data as of Dec 312017 2007 2016 2015 2014 2013
OPERATIONS

Met income 1o 152 85 78 &9
Depreciation/depletion 53 45 30 14 Q.56
Mon-Cash items &7 45 £ 15 7
Cach taxes paid, supplemental 4.58 067 137 -- -
Cach interest paid, supplemental 54 52 20 14 15
Changes in working capital (o0} (76} (&7} 21 an
Total cash from operations aTs 176 84 86 a5
INVESTING

Capital expenditures (65) (60) (80) (m) (7o)
Cther investing and cash flow items, total (6551 (310} (345) 24 29
Total cash from investing ) 37a) (£25) (a7 (108)
FINAMCING

Financing cash flow items (86) (a0} G1) 1&) (1)
Total cash dividends paid (22) Q8) (18) (1£) (1z)
lzsuance {retirement) of stock, net 0 315 -- - 0
lssuance {retirement) of debt, net 351 284 335 26 48
Total cash from financing nr 343 288 (1.51) 0
HET CHAMNGE IN CASH

Foreign exchange effects - - - - -

Met change in cash (227} 340 (52) 57 (2.73)
Met cash-begin balance/reserved for future use 435 a4 136 72 82
Met cash-znd balancefreserved for future uze 205 433 24 136 79
SUPPLEMENTAL INCOME

Depreciation, supplemanital 53 45 30 14 .56
Cach interest paid, supplemental = 32 20 14 15
Cach taxes paid, supplemental 438 a7 137 - --
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LINCOLN STUDENT MANAGED INVESTMENT FUND (LSMIF)

Founded in 2018, the Lincoln Student Managed Investment Fund (LSMIF) is exactly what it says on the
tin, a fund which will analyse, determine upon, and purchase shares to create a portfolio. The only
difference is we are students. No simulations, just our knowledge and ability vs the real market. The best
test of our teachings and learnings.

The fund is set up with a structure similar to any other professionally run fund management company
with students running every aspect of the fund, from CEO to analyst. It is designed to give any student
involved the best experience of the financial world possible before getting a job.

The fund will be handed down to new students each year as those partake in this fund finish their
studying. The fund aims to grow in the future, with more positions available to give the most number of
students the chance to partake.

The ultimate goal of the fund is to raise the profile of each student involved to allow for them to get the
best experience possible. We, however, set the following objectives to make the fund grow on sustainable
basis:

= To generate long-term returns from investments using our stylized investment strategies.

= Toraise funds though crowdfunding and donors to help increase the capital base.

®= Toincrease the number of students involved in the fund with expanded capital base.

= Tolink the fund’s activities with the related programmes and modules’ assessments

= To get more outside sponsors who want to work directly with the fund as well, to further
simulate the professional environment.

Contact details

Chief Executive Officer: Mr. James Stenson, BSc Banking and Finance, University of Lincoln. Email:
18688103 @students.lincoln.ac.uk.

Academic Advisor: Dr. Hao Quach. Principal Lecturer/Programme Leader for Banking and Finance
programmes. Email: hquach@lincoln.ac.uk. Tel: +441522835546

General Enquiries: Email: LSMIF@lincoln.ac.uk

DISCLAIMER

This report is for educational purpose only. The views expressed in this report are those of the authors
and not necessarily related, by any sense, to those of the University of Lincoln or the Lincoln International
Business School. The expressions of opinions in this report are subject to changes without notice. Authors
have based this document on information from sources they believe to be reliable but which they have
not independently verified. Any recommendations contained in this report are for educational purposes
and intended for general/public readers to whom it is distributed. This report is not and should not be
construed as an offer or the solicitation of an offer to purchase or subscribe for any investment. This
report may not be further distributed in whole or in part for any purpose. No consideration has been
given to the particular investment objectives, financial situation or particular needs of any recipient or
reader.

Copyright. Lincoln Student Managed Investment Fund (LSMIF) 2019, ALL RIGHTS RESERVED. No part of
this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any
means, electronic, mechanical, photocopying recording, or otherwise, without the prior written
permission of the Lincoln Student Managed Investment Fund (LSMIF).
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