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R
avi Mehrotra, chairman and CEO of 
Religare Health Trust, was delighted 
with the high level of interest dis-
played by institutional investors dur-
ing the trust’s IPO road show in Sin-

gapore, Hong Kong and London earlier this 
month. “We sat down with a nice mix of long-
only investors, hedge funds and private banks 
to explain our value proposition and what to 
expect from the first Singapore-listed Indian 
healthcare trust and saw significant interest 
across the board in what we have to offer,” 
Mehrotra tells The Edge Singapore. 

Religare is offering 567.5 million units priced 
at 90 cents each to raise $511 million. That’s 
near the low end of the 88 to 97-cent range 
stated in its prospectus. Ahead of the public 
offering of 12 million units, which was 13.5 
times oversubscribed, the 555.5 million units 
that were placed out to institutional investors 
were more than 2.3 times covered. The pro-
ceeds raised from the IPO will be used to ac-
quire a portfolio of 13 healthcare properties 
and four undeveloped sites in India worth 
$748 million from the trust’s sponsor, Mum-
bai-listed Fortis Healthcare, which has also 
invested in the trust.

“We priced at the lower end of the range as 
we wanted to leave value on the table for in-
vestors. We could have gone for a higher price 
but the listing of Religare Health Trust is not 
a monetisation exercise by Fortis. We are also 
committed to working to deliver stable and 
growing long-term returns to investors over 
the coming years,” says Mehrotra. “Pricing is 
just a derivative which may have an impact 
on the trust in the short term. But we want to 
have our investors with us for the long term 
and one way to achieve that is for them to see 
a good return on their investment.”

Religare is hoping to emulate the success-
ful listing of IHH Healthcare, Asia’s largest 
hospital operator, just three months ago. It 
had raised US$2.1 billion ($2.56 billion) via a 
dual-listing in Malaysia and Singapore, where 
its shares have risen some 14.9% and 14.1% 
respectively, since coming to market. Relig-
are will pay dividends from surplus operating 
cash flows instead of earnings and has prom-
ised a distribution yield of 8.88% in FY2013 
and 9.08% in FY2014, based on a policy of 
paying out 100% of its distributable income 
up to March 31, 2014 and at least 90% of its 
distributable income thereafter. 

What’s more, Religare’s IPO price of 90 
cents values units of the trust at just 1x book 
value each, Phillip Securities notes in a report. 
The trust has a market capitalisation of $709.3 
million. In comparison, Singapore Exchange-
listed First REIT and ParkwayLife REIT will 
have market values of $675 million and $1.3 
billion respectively. Units of Religare will begin 
trading on the Mainboard on Oct 19.

Indian assets
Of the 13 hospitals under the Religare portfo-
lio, two are general hospitals while the rest are 
clinical establishments, or specialist hospitals, 
which provide services such as orthopaedics, 
oncology and gastroenterology. Located across 
10 of India’s first-tier cities, the specialist hos-
pitals will be managed by a trustee-manager 
under Indian financial services group Relig-
are Enterprises. “Most of our services are fo-
cused on specialist hospitals,” says Gurpreet 
Dhillon, an executive director at Religare. “For 
now, more than 90% of the portfolio is fully 
built-out with very little development risk. 
Our focus will be to deliver the yields we have 
promised over the next 18 months.”

Religare derives part of its revenues from 
service fees charged to manage the 11 clinical 
establishments in its portfolio. The fee struc-
ture includes a base service fee for each hospi-
tal, which will increase by 3% at the beginning 

of each financial year and be revised upwards 
following any upgrade or expansion work to 
the properties. It also includes a variable serv-
ice fee component, which will be 7.5% of the 
hospital’s operating income during the year. 
Currently, the Religare portfolio has the ca-
pacity to hold 3,197 beds, out of which 1,782 
are operational. Utilisation rates of the opera-
tional beds currently stand between 70% and 
80%, says Dhillon.

Based on forecast and projected figures for 
the trust, Religare is expected to rake in rev-
enues amounting to US$54 million in FY2013 
from the service fees and income generat-
ed by the two general hospitals in its port-
folio. Its revenues are expected to double in 
FY2014. On the other hand, the trust’s high-
est expenses represent fees paid to the trus-
tee-manager, which is calculated based on a 
percentage of the trust’s property value and 
distributable income.

“The arrangement is for Fortis to bring in 
the doctors, nurses and hospitals and for the 
trust to manage and run the establishments,” 
says Mehrotra. “We will be able to meet increas-
ing patient needs by ramping up the capaci-
ty we have at hand, which also contributes to 
growth in revenues for the trust. As more beds 
switch on, our revenues increase, and that’s 
how yields are generated for investors.”

In addition, Religare also holds four land 

sites — two in Ludhiana and Greater Noida 
in North India, and another two in Hydera-
bad and Chennai in the South — on which it 
intends to build new clinical establishments 
over the next three to four years. That could 
take the total number of beds in the trust to 
4,600 over the next three to five years. And, 
with the Indian healthcare sector expected to 
grow by 15% annually to hit US$119.6 billion 
by 2015, Religare’s hospitals and clinical es-
tablishments — located near local population 
centres — should benefit from higher demand 
for healthcare.

Growing middle-class
To be sure, India is the second most populous 
country in the world with 1.2 billion people. 
That’s about 17.3% of the world’s popula-
tion in 2011, according to an independent re-
port by Frost and Sullivan India. What’s more, 
the population is projected to grow by 1% to 
1.5% annually in the years ahead, and is ex-
pected to surpass China as the world’s most 
populous nation by 2030.

At the same time, growth in the Indian econ-
omy has led to a bigger middle-class segment 
as household incomes rise. Last year, middle-
class families — households with annual in-
come of between US$2,500 and US$13,000 
— accounted for about 60% of the Indian pop-
ulation. “The middle to middle-upper class seg-
ments of the market are huge in India and that 
means they are more likely to pay for a hos-
pital visit,” says Dhillon. “But there is also a 
massive shortage of healthcare infrastructure 
in India currently, which is one of the growth 
drivers for us.”

However, medical procedures such as knee 
or hip replacements, hysterectomies and heart 
bypass surgeries in India cost about a quar-
ter of that in Singapore. “Marry that with the 
higher ability of the people in India to pay, 
and potential for growth is definitely there,” 
adds Mehrotra. 

Yet, another driver of growth for Religare is 
the rate of expansion of the Indian health in-
surance sector. Less than 20% of India’s popu-
lation is covered by an insurance plan, which 
pays for nearly 10% of all hospitalisation ex-
penditure in the country. The oldest health in-
surance player in the country has only been 
operating for five years. Frost & Sullivan ex-
pects that total insurance premiums paid will 
increase by 27% annually from US$1.84 billion 
in 2010 to US$6.08 billion in 2015, by which 

Religare Health Trust banks on India’s 
booming healthcare sector for middle class

| BY JO-ANN HUANG |

At offshore oil fields all over the 
world, massive oil rigs need 
maintenance every day. Often, 

large steel structures weighing thou-
sands of tonnes have to be replaced 
and this requires lots of heavy lifting 
with rigs, ropes and cables made out 
of the strongest steel wires.

That’s where companies such as 
Gaylin Holdings come in. Established 
in 1974, the family-run company 
supplies rigging and lifting equip-
ment to oil rig operators and ves-

sel charterers. Its products include 
heavy lift slings and grommets, wire 
ropes, mooring equipment and heavy 
lifting fittings and accessories. Some 
of Gaylin’s lifting products can car-
ry loads of 2,000 tonnes. “That’s as 
heavy as 2,000 elephants,” exclaims 
CEO Desmond Teo.

The company supplies equipment 
from more than 20 of the world’s 
leading brands such as Teufelberg-
er, Usha Martin and Kiswire. Gay-
lin also manufactures its own brand 
of heavy lift slings using lengths of 
steel wire rope plaited together. Its 

clients comprise offshore support 
multinational outfits from Europe, 
Asia-Pacific, the Middle East and Af-
rica. They include the likes of Tech-
nip SA, Bourbon SA, Sapura Acergy 
Sdn Bhd and even homegrown Swib-
er. Gaylin now plans to expand fur-
ther with funds raised from an IPO 
listing on the Mainboard.

Expanding via mergers and 
acquisitions
Gaylin is issuing 110 million new 
shares at 35 cents each, which will 
raise $35.4 million in proceeds. 

About $20 million will be allocated 
for merger and acquisition (M&A) 
opportunities, while $2 million will 
be put to the construction of its new 
facility in Tanjung Langsat, an indus-
trial area in Pasir Gudang, Johor. In-
vestors will be buying into Gaylin at 
eight times its FY2012 ended March 
earnings per share of 4.3 cents.

Gaylin already has some M&A 
opportunities in the pipeline. The 
acquisition of a South Korean com-
pany supplying rigging and equip-
ment has been lined up. Teo declines 
to reveal the name of the company, 

Gaylin to raise $35.4 mil for M&A opportunities no
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Dhillon (left) and Mehrotra hope Religare Health Trust can emulate the successful listing of IHH Healthcare

Teo: On a project basis, a single order of 
our products can be worth $2 million to 
$3 million
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| BY MANU BHASKARAN |

my say

What can go wrong for Asia?

I
f you believe that financial markets are ef-
ficient and are good indicators of future 
prospects, you should be very happy these 
days. Equity markets have risen, with US 
equities nearing their all-time highs. Ex-

cept in China, Asian stocks have done pretty 
well too. Yields on all manner of risky securi-
ties have compressed substantially, suggesting 
that markets see few risks ahead and enabling 
companies to raise funds more cheaply. Real 
estate prices are almost unreal, having soared 
in many places all over the world. 

The trouble is that all this sounds too good 
to be true. Our view is that the two drivers of 
this market optimism — policy action and a 
few better economic data points — may not be 
sustainable. Recent policy actions in Europe, 
the US and Japan have certainly reduced the 
risks of extreme scenarios such as a sovereign 
default in one of the large eurozone econo-
mies or another deep US recession. But none 
of these policy mea sures has fundamentally 
altered a dangerous combination of political, 
economic and financial forces that poses risks 
for the global economy. 

The global economy will decelerate
Despite some upbeat data for September, 
the sum total of recent data, especially those 
with a predictive value, are not encouraging. 
Whether it is the Organisation for Economic
Co-operation and Development (OECD)’s com-
posite lead indicators for major economies or 
measures of new orders in purchasing man-
ager indices or capital spending plans in the 
biggest economies such as the US and Japan, 
the trajectory is downward. Looking beyond 
current indicators and studying the underly-
ing forces at work in each of the major econ-
omies suggests a need for caution:
• The US economy is weakening despite 

some good news. Markets have been boost-
ed by better-than-expected data on indus-
trial production, housing, retail sales and 
unemployment. But a deeper look at the 
numbers makes for more sombre read-
ing. Take retail sales, for example, impor-
tant since about 70% of US GDP comprises 
consumer spending. With employment ris-
ing very slowly and average earnings bare-
ly growing in real terms, there is little fuel 
for spending. Some of the recovery in con-
sumer spending came at the expense of a 
lower savings rate: this cannot last, given 
the need to rebuild savings for retirement 
after the massive losses on retirement funds 
in recent years. If real incomes are barely 
rising and households have to save more, 
then consumer spending will have to slow. 
In addition, uncertainty about global pros-
pects, the election outcomes and the risks 

of a fiscal cliff have caused US companies 
to cut back on buying new capital equip-
ment and on hiring, a major reason for the 
recent relatively slow growth;  

• The eurozone: Fiscal austerity taking de-
mand out of the economy. The European 
Central Bank and the Europe-
an Stability Mechanism are in 
position to prevent a renewed 
financial crisis but, with aus-
terity measures being stepped 
up across the eurozone, eco-
nomic activity can only slow. 
France announced a budget 
last month that will take two 
percentage points of GDP out 
of demand. Spain also an-
nounced swingeing budget 
cuts last month, while Portu-
gal has just pushed through 
punishing cuts in spending as 
well. The eurozone economy 
will contract this year and will 
barely grow next year;

• Japan’s recovery from last 
year’s triple disasters is weaker than ex-
pected. Japan’s string of misfortunes con-
tinues. A political backlash against nuclear 
power has forced the government to shut 
down most of its nuclear power generation, 
causing power shortages in some regions. 
Worse still, the escalation in tensions with 
China over territorial disputes in the East 
China Seas has led to a sharp fall in Chi-
nese demand for Japanese exports of auto-
mobiles and appliances. Worried Japanese 
companies are cutting back on investment 
plans, further slowing the economy; and

• China’s economy seems to be stabilising 
but at a slower pace. Exports have rebound-
ed somewhat, while measures of activity in 
both manufacturing and services suggest 
that the economy may have bottomed out. 
Accelerated lending points to a likely step-
up in capital spending as the government’s 
limited stimulus measures take effect. How-
ever, while the numbers look less bad, the 
evidence on the ground is less comforting. 
Huge inventories of raw materials as well 
as finished goods are piling up. There are 
persistent reports of speculators losing sub-
stantial amounts of money in failed invest-
ments and now defaulting on loans. The 
manufacturing hubs in the coastal provinces 
are seeing new orders weakening. The re-
bound in exports in September is unlikely 
to be sustained, not just because of cycli-
cal weaknesses in China’s major markets 
as described above but also as a result of 
more permanent structural changes. Media 
reports speak of buyers from large markets 

reducing order sizes and demanding lower 
prices. At the same time, Chinese exporters 
are facing more intense competition from 
lower-cost countries such as Mexico, Bang-
ladesh and Cambodia.
The inescapable conclusion is that the glo-

bal economy will slow. 

Significant risks to 
financial stability remain
The International Monetary 
Fund (IMF)’s latest Global Fi-
nancial Stability Report observed 
that the risks to global stability 
had risen since its last report 
in April — despite the massive 
efforts by global central banks 
to inject liquidity into the glo-
bal economy. Two major risks 
were highlighted:
• The IMF warns that the de-
teriorating economy, combined 
with incomplete policy meas-
ures to resolve the debt crisis, 
will lead to capital flight out 

of the eurozone and the eurozone dump-
ing €2.8 trillion ($4.5 trillion) worth of as-
sets by end-2013. This alone could add two 
percentage points to unemployment in the 
troubled region. Basically, if the eurozone’s 
economy continues to contract, banks will 
face rising non-performing loans and will 
cut back on lending, reinforcing the decline 
in the economy; and

• The IMF has also pointed to the dispropor-
tionate role that US Treasuries play in the 
global financial system. It warns that yields 
on such US assets are at a low and are more 
likely to rise than fall. If the political elite 
fails to muster a consensus to avoid the fis-
cal cliff in January 2013, the implications 
for global financial stability could be sub-
stantial, it says. 

Political developments could be 
disruptive
The Middle East remains the main source of a 
potential black swan event. There are two areas 
of particu lar concern — Iran and the multiple 
flashpoints created by the Arab Spring. 
• For now, concerns over an Israeli attack on 

Iran’s nuclear facilities have diminished, as 
Israeli leaders appear to have backed off from 
an assault for now. But Iran is wilting under 
the pressure of Western sanctions, with its 
currency collapsing, inflation soaring and 
its already-faltering economy stumbling 
again, spurring social unrest. The Iranian 
leadership has two choices. It could com-
promise with the West — but that would 
involve giving up its nuclear programme, 

which could undermine the regime’s cred-
ibility and perhaps even its survival. Or it 
could up the ante. For example, it could, 
like North Korea did, accelerate its nuclear 
programme and produce a fait accompli of 
nuclear status to the West, giving it great-
er bargaining clout. Or it could escalate 
tensions in some other part of the Middle 
East, such as in Bahrain or Syria, to deflect 
tensions. Either way, the risks to oil supply 
out of the Middle East are high, which will 
keep upward pressure on oil prices despite 
the weaker global economy; and

• In addition, there are multiple flashpoints 
in the Middle East arising from the Arab 
Spring. The Syrian civil war has now spilled 
over into Turkey, leading to several artillery 
clashes between the two countries in recent 
weeks. Violence in Iraq has escalated while 
political turbulence in Egypt, Libya, Jordan 
and Bahrain add to the risks. It is too much 
to believe that all these hot spots will be re-
solved smoothly.

Implications for Asia
First, global demand for Asian exports will 
certainly weaken, but the above analysis does 
not suggest a sharp fall similar to late 2008. 
This is important because it means the weak-
ness in exports will be modest enough to be 
offset by policy actions to stimulate domes-
tic demand. Economic growth will deceler-
ate but we are unlikely to see a recession in 
Asian economies. 

Second, there is considerable fragility, nev-
ertheless, in economic conditions. At the low 
rates of economic growth we are likely to see, 
a geo-political or financial shock could easi-
ly cause Asian economies to tumble into re-
cession. 

Third, given that economic variables that de-
termine the political mood in developed econo-
mies will mostly move negatively — unemploy-
ment will rise, fiscal benefits for the average 
citizen in Europe will be cut, taxes are set to 
rise in several European countries and Japan 
— other risks to Asia will grow. Policy makers 
in developed economies will continue to inject 
liquidity into their economies, some of which 
will flow into Asian economies, putting unwel-
come upward pressure on currencies and as-
set prices. Moreover, as we have seen with the 
rash of protectionist measures against China 
recently, the temptation to resort to restrictive 
trade practices could also hurt Asia. 

In short, there are more downside than up-
side risks affecting Asia. 

Manu Bhaskaran is a partner and head of eco-
nomic research at Centennial Group Inc, an 
economics consultancy
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Growing competition from formidable healthcare players
time health insurance will likely ac-
count for nearly 40% of corporate 
hospital revenues.

Acquisition strategy
In that light, Religare intends to 
make full use of its network of con-
tacts and those of Fortis to identify 
and acquire assets in India as well 
as other emerging markets to expand 
its portfolio. Owned by billionaire 
brothers Malvinder and Shivinder 

Singh, Fortis is one of India’s larg-
est integrated healthcare providers 
with a 10-year track record in the 
industry. Fortis also has significant 
healthcare properties and operations 
across Asia-Pacific including Dental 
Corp — Australia’s largest dental-
services provider — as well as Quality 
Healthcare in Hong Kong and Hoan 
My Medical Corp in Vietnam. 

Last year, its overseas assets 
were consolidated under a separate 
arm — Fortis International Health-

care — which is based in Singapore 
and run by former Neptune Ori-
ent Lines executive Eng Aik Meng, 
who opened Southeast Asia’s first 
colorectal specialist centre in the 
city-state earlier this year. Fortis is 
keeping its balance sheet asset light 
for further expansion in the face of 
growing competition from IHH and 
formidable healthcare players such 
as Malaysia-listed KPJ Healthcare 
Bhd, Singapore’s Raffles Medical 
Group and Bangkok Dusit Medical 

Services. In fact, Fortis had made 
an offer to buy the 75% of Parkway 
Holdings it did not own for $3.2 
billion in 2010, but lost out to a 
higher $3.3 billion privatisation 
offer from Malaysian sovereign 
wealth fund Khazanah Nasional 
Bhd, which is now a significant 
shareholder of IHH.

In total, Fortis has 73 healthcare 
delivery facilities with the capacity to 
operate 12,000 beds and more than 
600 primary care centres, 194 special-

ist day-care centres and over 230 diag-
nostic centres that span 10 countries 
across the region, including India. Cur-
rently, about half of Fortis’ revenues 
are derived from its international op-
erations. “However, we are not limit-
ed to taking on properties operated by 
Fortis alone and have a right of first re-
fusal over potential asset disposals by 
Fortis,” says Mehrotra, who points out 
that Religare will have an initial gearing 
of 6.7%, leaving it enough headroom 
to make more acquisitions. E


