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FSS INTERNATIONAL INVESTMENT ADVISORY

BUY

UNCHANGED
TARGET PRICE THB45.00
CLOSE THB34.50
UP/DOWNSIDE +30.4%
PRIOR TP THB56.00
CHANGE IN TP -19.6%
TP vs CONSENSUS -4.6%

KEY STOCK DATA
YE Dec (THB m) 2023 2024E 2025E 2026E
Revenue 15,681 15,855 16,363 17,222
Net profit 1,993 2,209 2,455 2,665
EPS (THB) 2.29 2.53 2.82 3.06
vs Consensus (%) - (11.3) (5.7) (4.6)
EBITDA 3,285 3,330 3,235 3,527
Recurring net profit 2,699 2,547 2,455 2,665
Core EPS (THB) 3.10 2.92 2.82 3.06
Chg. In EPS est. (%) - 4.2 (5.5) (1.8)
EPS growth (%) 13.4 (5.6) (3.6) 8.5
Core P/E (x) 11.1 11.8 12.3 11.3
Dividend yield (%) 4.6 4.0 4.5 4.9
EV/EBITDA (x) 8.4 8.3 8.5 7.9
Price/book (x) 3.2 3.1 3.0 2.9
Net debt/Equity (%) (26.4) (25.4) (24.3) (21.1)
ROE (%) 29.9 26.7 24.7 25.9
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(THB) e MEGA Relative to SET %)
Share price performance 1 Month 3 Month 12 Month
Absolute (%) 9.8) (11.5) (11.0)
Relative to country (%) (9.0) (13.2) (14.8)
Mkt cap (USD m) 887
3m avg. daily turnover (USD m) 1.0
Free float (%) 40
Major shareholder Unistretch Co Ltd (50%)
12m high/low (THB) 44.25/33.25
Issued shares (m) 871.87

Sources: Bloomberg consensus; FSSIA estimates

PREPARED BY FSS INTERNATIONAL INVESTMENT ADVISORY SECURITIES CO LTD (FSSIA). ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES CAN BE

FOUND AT THE END OF THIS REPORT
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Mega Lifesciences MEGA TB

Jitra Amornthum

Investment thesis

The year 2023-24 has not been a good year for MEGA.
The company has faced ongoing challenges in Myanmar
due to restrictions on the import of consumer goods. The
depreciation of Myanmar Kyat and Nigerian Nira have
also affected the company. We revise our net profit
estimates for 2024-26 down by 10%/6%/2% respectively,
mainly due to the reduction in revenue and gross margin
of the distribution business, as the situation in Myanmar
shows no signs of improvement. However, since the
brand business, which represents 53% of total revenue,
is more resilient to the economy, we expect a profit
growth of 10% CAGR during 2024E-26E.

We maintain our BUY rating due to its cheap valuations.

Company profile

MEGA is a leading manufacturer and distributor of
pharmaceutical, nutraceutical products and fast-moving
consumer goods (FMCG) in developing countries such
as Myanmar, Vietnam and Cambodia. MEGA also
develops, manufactures, and sells its nutraceutical
products, generic prescription pharmaceutical products,
and OTC products under Mega We Care brand through
its distribution network and third-party distributors in 36
countries across the world.

www.megawecare.com

Principal activities (revenue, 2023)

u Mega We Care - 51.0 %
Maxxcare - 47.2 %

OEM - 1.8 %

Source: Mega Lifesciences

Major shareholders

m Unistretch Co Ltd - 49.8 %
Thai NVDR - 8.0 %
Mr. Vivek Dhawan - 5.3 %

m Others - 36.9 %

Source: Mega Lifesciences

Catalysts

Key potential catalysts include 1) expedited medicine
registrations and listings; 2) widespread medical events
such as the Covid-19 pandemic; and 3) the success of new
products and new markets.

Risks to our call

Downside risks to our DCF-based TP include 1) the delayed
registration process in many countries; 2) more intensified
competition; 3) failure in introducing new products; and 4)
risks associated with doing business in Myanmar.

Event calendar

Date Event

February 2025 4Q24/2024 earnings announcement

Key assumptions

(unit) 2024E 2025E 2026E

Mega We Care (THB m) 8,362 8,864 9,573
Growth (%) 4.5 6.0 8.0
Gross margin (%) 65.1 65.0 64.9
Maxxcare (THB m) 7,185 7,185 7,329
Growth (%) (12.2) 0.0 2.0
Gross margin (%) 22.9 23.0 22.8
SG&A to sales (%) (%) 27.8 28.4 28.1

Source: FSSIA estimates

Earnings sensitivity

= For every 5% change in branded revenue, we project
MEGA'’s 2025 net profit to change by 6%, all else being
equal.

=  For every 5% change in distribution revenue, we project
MEGA'’s 2025 net profit to change by 1%, all else being
equal.

= For every 1% change in overall gross margin, we project

MEGA'’s 2025 net profit to change by 6%, all else being
equal.

Source: FSSIA estimates
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Mega Lifesciences MEGA TB

Pressured by factors beyond control

The year 2023-24 has not been a good year for MEGA. The company has faced
ongoing challenges in Myanmar due to restrictions on the import of consumer goods.
The depreciation of Myanmar Kyat and Nigerian Nira have also affected the company.
The total revenue for 2023, as reported in the financial statement, remained stable y-y.
However, if the impact of the two exchange rates in Myanmar is adjusted, the 2023
revenue would have decreased by 4.3% y-y. This decline was primarily due to an
8.0% y-y drop in revenue from the distribution business (around 70% of which came
from sales in Myanmar). For 9M24, the reported total revenue increased 1.4% y-y.
However, if the impact of the two exchange rates in Myanmar is adjusted, total
revenue would have decreased by 3.5% y-y, with a -12.4% y-y drop in the distribution
unit.

We revise our net profit estimates for 2024-26 down by 10%/6%/2% respectively,
mainly due to the reduction in revenue and gross margin of the distribution business,
as the situation in Myanmar shows no signs of improvement. We expect revenue from
the distribution unit in 2025 to be flat y-y after a projected 12.2% y-y decline in 2024.
However, since the distribution business accounts for 45% of total revenue, while the
brand business (Mega We Care), which represents 53% of total revenue and has a
significantly higher gross margin, is more resilient to the economy, we expect net profit
in 2024 to still grow by 10.9% y-y to THB2.5b. For the net profit in 2025-26, we
forecast a growth of 11.2% y-y and 8.5% y-y, driven primarily by the brand business
and cost control.

Exhibit 1: Key changes in assumptions

2025E 2025E

(THB m) (THB m) (THB m) (THB m) (THB m) (THB m)

Total revenue 15,855 16,363 17,222 16,139 16,927 17,319
Mega We Care 8,362 8,864 9,573 8,502 9,097 9,663
Maxxcare 7,185 7,185 7,329 7,319 7,502 7,329
OEM 307 314 320 317 327 326
Cost of goods sold 8,501 8,858 9,242 8,816 9,206 9,224
Gross profit 7,354 7,505 7,980 7,323 7,720 8,095
SG&A 4,412 4,647 4,838 4,483 4,706 4,948
EBITDA 3,330 3,235 3,527 3,201 3,389 3,664
Interest expense 36 39 38 20 18 17
Net profit 2,209 2,455 2,665 2,444 2,598 2,715
Key ratios (%) (%) (%) (%) (%) (%)
Gross margin 46.4 45.9 46.3 45.4 45.6 46.7
Mega We Care 65.1 65.0 64.9 64.6 64.6 65
Maxxcare 22.9 23.0 22.8 23.8 234 23.3
SG&A to sales 27.8 28.4 28.1 27.8 27.8 27.8
EBITDA margin 21.0 19.8 20.5 19.8 20.0 21.2
Net margin 13.9 15.0 15.5 15.1 15.3 16.2

Jitra Amornthum

Sources: FSSIA estimates
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Exhibit 2: Total revenue by business unit

Jitra Amornthum

Exhibit 3: Revenue and gross margin from brand business

(THB m) (THB m) (%)
Mega We Care mMaxxcare DOOEM Mega We Care === Gross margin
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Note:The figures are as shown in the reported financial statement. Sources: MEGA, FSSIA’s compilation
Sources: MEGA, FSSIA’s compilation
Exhibit 4: Revenue and gross margin from distribution unit ~ Exhibit 5: Gross margins by business unit
(THB m) (%) (%)
Maxxcare Gross margin Mega We Care —=— Maxxcare ----- OEM
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Note:The figures are adjusted for the dual currency rate effect in Myanmar. Note:Maxxcare’s gross margin is adjusted for the dual currency rate effect in Myanmar.
Sources: MEGA, FSSIA’s compilation Sources: MEGA, FSSIA’s compilation
Exhibit 6: Total revenue by business unit, yearly Exhibit 7: Net profit and net margin, yearly
(THB m) (THB m) . _ (%)
Mega We Care  EMaxxcare OOEM Net profit === Net margin
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Sources: MEGA, FSSIA estimates Sources: MEGA, FSSIA estimates
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Exhibit 8: DCF-based valuation

Cost of equity assumption
Risk free rate

Market risk premium

Stock beta

Cost of equity, Ke

Weight applied

WACC

Terminal growth

Sum of PV of FCF

PV of Terminal value
Enterprise value

Net debt

Equity value

No. of shares (m)

Equity value per share (THB)

Jitra Amornthum

(%) Cost of debt assumption ()

3.0 Pre-tax cost of debt 4.5

9.0 Tax rate 15.0
0.9

10.7 Cost of debt, Kd 1.4

70.2 Weight applied 29.8
8.9
3.0
(THB m)
8,580
32,168
40,748
(1,598)
39,149
872.0
44.9

Sources: FSSIA estimates

Exhibit 9: One-year rolling forward P/E band

Chart or other exhibit

Exhibit 10: One-year rolling forward P/BV band

Chart or other exhibit

Sources: Bloomberg, FSSIA estimates

Sources: Bloomberg, FSSIA estimates
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Financial Statements
Mega Lifesciences

Profit and Loss (THB m) Year Ending Dec 2022 2023 2024E 2025E 2026E
Revenue 15,686 15,681 15,855 16,363 17,222
Cost of goods sold (8,647) (8,586) (8,501) (8,858) (9,242)
Gross profit 7,040 7,095 7,354 7,505 7,980
Other operating income 80 95 92 70 69
Operating costs (4,359) (4,191) (4,412) (4,647) (4,838)
Operating EBITDA 3,033 3,285 3,330 3,235 3,527
Depreciation (272) (286) (297) (307) (316)
Goodwill amortisation 0 0 0 0 0
Operating EBIT 2,761 2,999 3,033 2,928 3,211
Net financing costs (29) (31) (36) (39) (38)
Associates 0 0 0 0 0
Recurring non-operating income 2 0 1) 1) 0
Non-recurring items (138) (707) (338) 0 0
Profit before tax 2,596 2,262 2,658 2,889 3,173
Tax (355) (269) (450) (433) (508)
Profit after tax 2,242 1,993 2,209 2,455 2,665

Minority interests - - - - -
Preferred dividends - - - - -

Other items - - - - -
Reported net profit 2,242 1,993 2,209 2,455 2,665
Non-recurring items & goodwill (net) 138 707 338 0 0
Recurring net profit 2,380 2,699 2,547 2,455 2,665
Per share (THB)

Recurring EPS * 2.73 3.10 2.92 2.82 3.06
Reported EPS 2.57 2.29 2.53 2.82 3.06
DPS 1.60 1.60 1.39 1.55 1.68
Diluted shares (used to calculate per share data) 872 872 872 872 872
Growth

Revenue (%) 11.0 0.0 11 3.2 53
Operating EBITDA (%) 23.2 8.3 1.4 (2.9) 9.0
Operating EBIT (%) 26.2 8.6 1.1 (3.5) 9.7
Recurring EPS (%) 30.2 134 (5.6) 185 8.5
Reported EPS (%) 15.1 (11.1) 10.9 11.2 8.5
Operating performance

Gross margin inc. depreciation (%) 449 45.2 46.4 459 46.3
Gross margin exc. depreciation (%) 46.6 471 48.3 47.7 48.2
Operating EBITDA margin (%) 19.3 21.0 21.0 19.8 20.5
Operating EBIT margin (%) 17.6 19.1 19.1 17.9 18.6
Net margin (%) 15.2 17.2 16.1 15.0 15.5
Effective tax rate (%) 13.7 11.9 16.9 15.0 16.0
Dividend payout on recurring profit (%) 58.6 51.7 47.7 55.0 55.0
Interest cover (X) 96.2 96.0 85.3 75.5 83.7
Inventory days 172.8 164.6 152.8 151.2 1511
Debtor days 72.0 80.9 78.6 74.8 75.1
Creditor days 163.5 157.6 132.3 118.2 114.0
Operating ROIC (%) 56.8 58.0 49.4 43.9 44.3
ROIC (%) 37.7 39.8 35.2 32.2 32.8
ROE (%) 28.4 29.9 26.7 247 25.9
ROA (%) 17.2 19.0 18.2 17.3 18.3

* Pre-exceptional, pre-goodwill and fully diluted

Revenue by Division (THB m) 2022 2023 2024E 2025E 2026E
Mega We Care 8,053 8,005 8,362 8,864 9,573
Maxxcare 7,320 7,397 7,185 7,185 7,329
OEM 314 280 307 314 320

Sources: Mega Lifesciences; FSSIA estimates
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Mega Lifesciences MEGA TB

Financial Statements
Mega Lifesciences

Cash Flow (THB m) Year Ending Dec 2022 2023 2024E 2025E 2026E
Recurring net profit 2,380 2,699 2,547 2,455 2,665
Depreciation 272 286 297 307 316
Associates & minorities 0 0 0 0 0
Other non-cash items 474 671 (61) (299) (370)
Change in working capital (989) (1,023) (860) (730) (912)
Cash flow from operations 2,136 2,633 1,923 1,732 1,699
Capex - maintenance - - - - -
Capex - new investment (305) (294) (480) (360) (440)
Net acquisitions & disposals - - - - -
Other investments (net) 24 44 173 ) 0
Cash flow from investing (281) (250) (307) (362) (440)
Dividends paid (1,406) (1,439) (1,215) (1,350) (1,466)
Equity finance 0 0 0 0 0
Debt finance 2 (237) 126 4 2
Other financing cash flows (30) (32) (36) (39) (38)
Cash flow from financing (1,433) (1,708) (1,124) (1,385) (1,502)
Non-recurring cash flows - - - - -
Other adjustments 0 0 0 0 0
Net other adjustments (165) (751) (350) 0 0
Movement in cash 257 (76) 141 (14) (243)
Free cash flow to firm (FCFF) 1,884.18 2,414.24 1,650.87 1,409.33 1,296.92
Free cash flow to equity (FCFE) 1,662.78 1,362.98 1,356.04 1,336.16 1,222.41
Per share (THB)

FCFF per share 2.16 2.77 1.89 1.62 1.49
FCFE per share 1.91 1.56 1.56 1.53 1.40
Recurring cash flow per share 3.58 4.19 3.19 2.82 2.99
Balance Sheet (THB m) Year Ending Dec 2022 2023 2024E 2025E 2026E
Tangible fixed assets (gross) 4,062 4,309 4,789 5,149 5,589
Less: Accumulated depreciation (2,161) (2,334) (2,631) (2,938) (3,254)
Tangible fixed assets (net) 1,901 1,974 2,158 2,211 2,335
Intangible fixed assets (net) 1,329 1,318 1,345 1,403 1,469
Long-term financial assets 0 0 0 0 0
Invest. in associates & subsidiaries 223 221 45 45 45
Cash & equivalents 2,789 2,712 2,854 2,840 2,596
AIC receivable 3,382 3,570 3,258 3,452 3,633
Inventories 4,109 3,377 3,494 3,592 3,798
Other current assets 310 330 371 383 403
Current assets 10,590 9,990 9,977 10,266 10,431
Other assets 603 611 640 638 643
Total assets 14,646 14,115 14,164 14,563 14,922
Common equity 8,777 9,302 9,740 10,125 10,474
Minorities etc. 0 0 0 0 0
Total shareholders' equity 8,777 9,302 9,740 10,125 10,474
Long term debt 109 132 146 149 149
Other long-term liabilities 223 244 273 245 248
Long-term liabilities 332 376 419 394 397
AIC payable 3,972 3,197 2,748 2,791 2,785
Short term debt 312 120 232 234 236
Other current liabilities 1,254 1,119 1,025 1,019 1,030
Current liabilities 5,538 4,437 4,005 4,044 4,051
Total liabilities and shareholders' equity 14,646 14,115 14,164 14,563 14,922
Net working capital 2,575 2,961 3,349 3,616 4,019
Invested capital 6,632 7,086 7,537 7,913 8,511
* Includes convertibles and preferred stock which is being treated as debt

Per share (THB)

Book value per share 10.07 10.67 11.17 11.61 12.01
Tangible book value per share 8.54 9.16 9.63 10.00 10.33
Financial strength

Net debt/equity (%) (27.0) (26.4) (25.4) (24.3) (21.1)
Net debt/total assets (%) (16.2) (17.4) (17.5) (16.9) (14.8)
Current ratio (x) 1.9 2.3 25 25 2.6
CF interest cover (x) 69.5 54.0 52.7 44.7 44.3
Valuation 2022 2023 2024E 2025E 2026E
Recurring P/E (x) * 12.6 111 11.8 12.3 11.3
Recurring P/E @ target price (x) * 16.5 145 15.4 16.0 14.7
Reported P/E (x) 13.4 15.1 13.6 12.3 11.3
Dividend yield (%) 4.6 4.6 4.0 4.5 4.9
Price/book (x) 3.4 3.2 3.1 3.0 2.9
Price/tangible book (x) 4.0 3.8 3.6 3.4 33
EV/EBITDA (x) ** 9.1 8.4 8.3 8.5 7.9
EV/EBITDA @ target price (x) ** 12.2 11.2 11.0 11.4 105
EV/invested capital (x) 4.2 3.9 3.7 35 3.3

* Pre-exceptional, pre-goodwill and fully diluted

** EBITDA includes associate income and recurring non-operating income

Sources: Mega Lifesciences; FSSIA estimates
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