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Opportunities in Indonesia Healthcare Market
Company overview. PT Metro Healthcare Indonesia Tbk (CARE) is a group that
engages in integrated health services through its hospitals located in various areas.
At present, the company owns and operates seven hospitals spread across several
potential sites with a total capacity of 387 beds. CARE operates four general hospitals
and three maternal and child hospitals. The biggest public hospital is Metro Hospitals
Cikupa, which is located in Tangerang with over 100 beds capacity and could be
developed into around 200 beds. Furthermore, CARE has a market share of 1.24%
of the total revenue of the health sector in FY2020.
Increasing significantly on the bottom line. Amidst the pandemic, CARE
recorded revenue of IDR 233.31 billion, which increased by 45.0% YoY in 9M21. The
primary source of revenue came from in-patient’s revenue of IDR 199.74 billion, a
rise of 34% YoY. Furthermore, out-patient revenue is recorded at IDR 38.38 billion,
which rose 34% YoY. With a positive top-line growth, operating profit was finally
recorded at IDR 24.33 billion, compared to a previous loss of IDR 7.11 billion.
Furthermore, this positive performance has also brought CARE’s net profit to grow
significantly by 69.4% YoY to IDR 18.65 billion.
Inpatient and outpatient patients are dominated by JKN Participation. In
9M20, CARE recorded BPJS insurance patients from in-patient and out-patient of
73% and 44%, respectively. Meanwhile, according to BPJS Kesehatan (Healthcare
and Social Security Agency) 2020, the coverage of the JKN participation in Indonesia
reaches 82.33% of the total population of Indonesia. Also, BPJS Kesehatan recorded
income from JKN in 2020 of IDR 139.85 trillion, an increase of 107.49% from the
2016 position, which was only IDR 67.40. Thus, we see that Indonesia has a huge
potential for the healthcare market as there is expansive room for the number of
JKN members to grow. This potential growth is due to Indonesia having the biggest
population in ASEAN. Moreover, in 2022E, BPJS Kesehatan projected total JKN
participation would reach 245.14 million, or 88.51% of Indonesia’s population.
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Rising omicron cases in Indonesia. Amid the increasing cases of covid-19, both
the delta variant and the new variant, Omicron has increased the rate of
hospitalization, including CARE. On February 15, 2022, the number of additional
COVID-19 cases in Indonesia reached 57 thousand cases, the highest addition
recorded since March 2020. Accumulatively, positive Covid-19 cases in Indonesia
reached 4.90 million cases. In addition, the peak of Covid-19 cases may occur at the
end of February, as predicted by the Ministry of Health. Therefore, the rise in covid19 cases could potentially boost near-term sentiment on healthcare providers, as
covid related treatment could increase volume traffic of in-patient and out-patient,
similar to what happened last year during the delta variant.
Expansion on progress. The company is currently developing a business plan in
the field of health service technology. They are planning a development of a mobile
phone application that aims to facilitate the public in obtaining health services either
digitally or conventionally in the Metro Hospital Network. Furthermore, the company
also has plans to build a training center to produce and train health service
personnel. This training center will channel the human resources needed by the
hospital network and at the same time be able to maintain the quality of services
provided by professionals at the Metro Hospital group.
Valuation. The company’s share price is currently traded at a premium level with a
PBV of 5.5x, compared to the industry’s average PBV of 3.3x. In addition, we believe
there is still much room for improvement in Indonesia’s Healthcare sector due to the
ratio of hospital’s bed in Indonesia that still lower than in other countries. Besides
that, Indonesia healthcare spending is still low, at 2.9% of GDP, lower than the
average of countries with low income level 6.1% of GDP.
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CARE Revenue breakdown in 9M21.

CARE Cost structure in 9M21.
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CARE Revenue and Net Income.

CARE Capital structure.
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BPJS participation potential to increase.

Government allocate lower budget compared to 2021,
as covid-19 situation is getting better in Indonesia.
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