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MEDICA: 1Q22 Results

Revenue grows due to higher demand from non-COVID patients but profitability

declines

Target Price (MXNS) [1] 4 60.00
Current Price (MXN3) $47.52
Min [/ Max (L12M) 531.05- 58.10
Expected Dividend (MXNMS) $0.70
Expected Return 27.7%
Market Cap (MXNS Mn) 5,858
Enterprise Value (MXNS Mn) 3,431
Oustanding Shares (Mn) 123.3
Float 49.9%
ADTV [MXNS Mn}) $1.70

[1] P%88.40 including land
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Opinion and recommendation

MEDICA's revenues rose slightly due to higher demand from non-
COVID patients. However, profitability was affected by the change
in sales mix and higher expenses, which resulted in a 25.7% drop in
adjusted EBITDA, excluding discontinued LMS-related operations.
These results exceeded our expectations.

We continue with a BUY recommendation and a MXN$60.0/share
target price as the valuation of MEDICA shares is very low with a
forward EV/EBITDA of 5.5x (around 1.0x including land) and an
estimated P/E of 12.1x, below its international counterparts.

Revenues

MEDICA presented a favorable performance in terms of revenues,
as these were up 2.9% YoY to MXNS$994.7 million (vs. a 7.7% fall
that we expected). This stemmed from a MXNS$83.8 million
improvement in non-COVID hospital revenues, which included a
greater number of ambulatory surgeries, general surgery,
gynecology and emergencies. Revenues from clinical and
diagnostic services for non-COVID patients advanced by MXNS$75.5
million supported by a higher demand in the comprehensive
diagnostic and treatment center, cancer center, angiography,
magnetic resonance, Gamma Knife and urology and neurophysics.
This was partially offset by a MXN$137.9 million reduction in COVID
related revenues, given higher vaccination levels in Mexico City.

Martin Lara
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Volume

The total number of patients discharged from hospitalization was 3,272 in 1Q22, up 21.1%, which included 216
COVID patients. In addition, the company carried out 39,767 COVID tests.

The median stay for non-COVID patients dropped slightly to 3.80 days, from 3.88 the previous year. The median
stay for non-critical COVID patients decreased to 3.63 days, from 6.94, while that of critical COVID patients was
9.8 days, from 12.9 days. MEDICA carried out a conversion process of the area that was originally intended for
COVID, given the lower demand.

Profitability

Adjusted EBITDA, excluding LMS-related discontinued operations, decreased 25.7% to M$217.9 million (vs.
M$210.5 million E) in 1Q22. Adjusted EBITDA margin contracted to 21.9%, from 30.3% a year earlier. This was
due to the revenue growth of non-COVID patients in the aforementioned areas, the annual salary adjustment
due to inflation, the effect of profit sharing, well as higher expenses in fees and subscriptions, primarily from
the Mayo Clinic.

As a result of the significant increase in the cash position from the sale of LMS, the company recorded a
MXNS$27.0 million financial gain, compared to a MXNS$11.4 million loss the previous year.

Net profit was down 39.2% to MXNS$162.4 million (vs. MXNS$127 million E) due to the reduction in operating
results.

Financial structure

MEDICA continued with a very solid financial structure with a MXN$3.4 billion cash position, which greatly
exceeded the MXNS$1.0 billion debt.

Others

MEDICA incorporated the Rezum treatment in the advanced urology unit, which includes highly specialized
thermal steam therapy. On the other hand, MEDICA was rated as Mexico’s second best hospital according to
Newsweek International magazine and Statista for the second consecutive year. In addition, the company
strengthened its relationship with the Mayo Clinic.

(Figures in Millions of MXN$)

Revenues 995 833 11.4% 967 2.9%

Operating Profit 170 165 3.3% 252 -32.3%

Operating Margin 17.1% 18.5% 26.0%

EBITDA 218 211 3.5% 293 -25.7%

EBITDA Margin 21.9% 23.6% 30.3%

Financial Gains 49 34 44.7% 8 515.6%

Financial Cost -22 -23 -4.8% -19 14.3%

Pre-Tax Profit 197 176 12.4% 240 -17.9%
Income Tax & Profit Sharing -62 -50 25.2% -74 -15.8%

Met Profit 162 127 28.1% 166 -2.4%

EP5 P$1.32 P51.03 28.1% PS1.35 -2.4%
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DISCLAIMER

The current report was prepared by Miranda Global Research ("Miranda GR") for Vector Casa de Bolsa, S.A. de C.V. The
information is presented in summarized form and is not meant to be complete. There are no declarations or guarantees,
expressed or implicit, in respect to the accuracy, impartiality or integrity of the information.

Miranda GR, in accordance to applicable legislation, has made sure that the presented personalized recommendation is
reasonable to the client, as it has verified congruency between the client's profile and the profile of the financial product.
Under no circumstance should it be understood that the fulfillment of the previously mentioned recommendation,
guarantees the result or the success of the proposed strategies in the presented document.

The information included in this report was obtained from public sources. Projections or previsions included in this report,
are a generalized recommendation and are based on subjective assumptions and estimations about events and
circumstances that have not yet happened and are subjected to significant variations. Therefore, it is not possible to
guarantee that any of the results included in the current report will happen in the future, in other words, it does not
guarantee the result or the success of the posed strategies.

This report has been prepared solely with informational purposes. No declarations are made in respects to precision,
sufficiency, veracity or accuracy of the information and opinions hereby included. Miranda GR will not answer (either
because of negligence or for any other reason) for any damage or detriment derived or related to the use of this report
or its content, or any connection to the report. Miranda GR is not responsible for the use or association with this report,
including but not limited to, any declaration, expressed or implicit or guarantees or omissions included in this information.

This report is based on facts and/or events that have happened up to this date, consequently any future facts and/or
events can impair the conclusions hereby expressed. Miranda GR does not assume any responsibility to update, review,
rectify or invalidate this report based on any future occurrence.

The opinions related to this report eventually expressed by Miranda GR, should be considered only as
suggestions/recommendations to better operate various topics related to the report.

This report and its contents are property of Miranda GR and cannot be reproduced or broadcast in part or in its entirety
without the previous written consent of Miranda GR.

Miranda Global Research receives fees from Médica Sur, S.A.B. de C.V. for independent analyst services. Companies or
Fibras under coverage will have no right or opportunity to exert any influence on opinions, projections, recommendations,
and/or target prices expressed hereby by Miranda GR.




