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Investment Thesis: Deeply undervalued, family-controlled consumer healthcare business with significant 
international growth potential and a fortress-like balance sheet. that contains a portfolio of investments, 
real estate and net cash that is currently valued (S$3.4 billion) at more than the total market 
capitalization of the company (S$2.4 billion). At the current time, the company is trading at a discount to 
our intrinsic value range of between 37.4% and 43.7%, presenting investors with an opportunity for an 
average annual return of between 9.7% and 12.1% assuming a five-year timeline.  
 
Business History: Starting in the 1800s, Aw Chu Kin produced and sold what would come to be known as 
Tiger Balm from his Hall of Everlasting Peace apothecary shop in Rangoon, Burma. After his passing in 
1908, his sons, Boon Haw and Boon Par, took over the business and refocused it on sale and distribution 
of Tiger Balm. Shortly after that, they trademarked the pain relief rub for sore muscles and joints and took 
the business global. In 1926, the brothers moved the business to Singapore where Boon Par’s son, Aw 
Cheng Chye, eventually took over running the business. Under his leadership, Haw Par Corporation was 
listed on the Singapore and Malaya Stock Exchanges in 1969.  
 
During the 1970s, the business struggled as management attempted various approaches to monetizing 
the valuable Tiger Balm brand. In the late 1970s, Haw Par became the target of a takeover contest 
between Hong Leong Group, Jack Chia Limits and the United Overseas Bank (UOB). UOB won and 
successfully took over management of the company in 1981. Wee Cho Yaw1, the head of UOB at the time, 
would become Chairman of the Board and head of the Investment Committee for Haw Par, positions he 
still holds. Since 2001, Haw Par has generated an average yearly ROIC of 7.3% and grown tangible book 
value per share at a CAGR of 9.4%.  
 
Business Segments: Haw Par has three operating segments: Healthcare, Leisure and Property, as well as a 
significant equity portfolio focused on two holdings: United Overseas Bank and United Industrial 
Corporation.  
 
Healthcare:  The healthcare segment of Haw Par is responsible for close to 90% of the firm’s revenue, all 
of which is generated via the sale and licensing of Tiger Balm.  Tiger Balm is an over the counter topical 
analgesic the company sells (or licenses for sale) in over 100 countries worldwide. As an over the counter 
topical analgesic Tiger Balm faces stiff competition from significantly larger pharmaceutical companies 
like Johnson and Johnson (makers of Bengay) and Sanofi (makers of Icey Hot). Despite the stiff 
competition management has grown profit from Healthcare operations at a brisk CAGR of 40% since 2012 
and has consistently grown revenue in all major sales regions, the most significant of which for the 
company is the ASEAN region.  Over the same period, management has improved the return on assets 
employed (ROAE) in the Healthcare business from 17.4% in 2012 to 63.80% in 2016.  
 

                                                           
1 Wee Cho Yaw is also the Chairmen of United Industrial Corporation, UOL Group and Chairmen-Emeritus of United Overseas 
Bank, the three companies that make up Haw Par’s Equity Portfolio. 
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The improvement in ROAE highlights one of the great strengths of the healthcare business that can be 
seen in other specialty niche consumer goods companies: a limited capital intensity.  The formula for 
Tiger Balm does not require further R&D, it is 100 years old and as good as ever. Like See’s Candy of 
Berkshire Hathaway fame, the business needs little in the way of additional capital investment. The 
history of Tiger Balm is increasingly working to the company’s advantage as the packaging and marketing 
is evocative of traditional Chinese medicine and fits a growing consumer trend for safe and natural 
alternatives to address day to day medical needs. 
 
Management is focused on improving penetration of Tiger Balm in overseas markets, which can be seen 
in the growth of marketing and distribution expenses in recent years (growth of roughly 5.5% a year for 
the last five years). The efforts appear to be paying off, as the table below demonstrates the healthcare 
segment has experienced multi-year double-digit revenue growth trends in three out of four key market 
areas:  
 

 
 
Management is keenly focused on efficient growth of the Tiger Balm Brand.  For every additional dollar 
spent on marketing and distribution since 2010, roughly S$4.14 of revenue has been generated. 
Marketing and distribution spending has grown at a CAGR of 7% since 2010.  At the average operating 
margin of 67.36% since 2010, this translates into every additional dollar of marketing and distribution 
creating S$2.79 in operating income.  Marketing efforts have been paired with the regular roll-out of new 
products built on the same age-old Tiger Balm formula; these include Tiger Balm impregnated patches, 
lotions and sprays and extra strength versions of the traditional balm. 
 

88%

4% 8%

FY2016 Revenue

Healthcare Leisure Property

47%

1%

8%

44%

FY2016 Profit from Ops

Healthcare (44%) Leisure (<1%)
Property (8%) Investments (44%)

Revenue Growth 2010 2011 2012 2013 2014 2015 2016
ASEAN 3.60% 6.20% 23.60% 15.80% 18.60% 28.60% 15.59%

Middle East 13.45 -12.40% -0.70% 0.00% 17.70% 13.90% 15.74%
Europe 11.80% 25% 7.40% 12.70% 5.20% 5.80% 15.63%
America 6.70% -1.80% -8.20% 11.90% 28.30% 33.80% 15.46%
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Property: The firm currently owns a total of 45,399 square meters of commercial and industrial space in 
Singapore and Malaysia. In Singapore, Haw Par owns two office buildings in the Central Business District. 
In 2016, occupancy rates in the two buildings varied between 80% and 95%, and despite the subdued 
property market that year, revenue from Singapore properties increased 25.0%. In Malaysia, the group 
owns real estate in the Golden Triangle area of Kuala Lumpur, the main shopping and nightlife district in 
the city. The fair value of investment properties on the balance sheet is S$211.3M, generating S$11.1M of 
operating income in 2016 (a cap rate of 5.2%).  
 
In the case of Singapore, both Lang LaSalle (JLL) and Cushman & Wakefield have noted that the office 
space market has improved this year with rents for grade A office space improving 0.6% and 1.7% in the 
first and second quarter of this year.  The outlook for the near term is stable as there are strong 
conflicting trends on the demand and supply side.  In the case of demand employment growth in financial 
services, IT, legal/accounting services and insurance services, has been strong with an average three-year 
CAGR for the four sectors has been 5%.  On the supply side, though available office space in the 
Downtown Core area of Singapore is expected to increase 6% in 2017, having already increased 6% in 
2016, growth that will likely keep rents down.  
 
The opportunity to improve the revenue from the real estate is high as the current monthly per square 
foot rate across all of Haw Par’s owned real estate is S$2.87 per square foot per month (488,670 square 
feet of leasable space generating S$16.874 million in Rental Income Annually) and Grade A office space in 
the downtown core area bottomed out this year at S$8.50 per square foot per month.  Space in both Haw 
Par’s Singapore Buildings is currently available for at between S$5.20 per square foot per month and 
S$7.00; no available information could be found about the current rates for lettable space in the firms 
Kuala Lumpur office.  
 
Leisure: The leisure segment of Haw Par is by far the smallest of the three, generating an EBIT of just 
S$899,000 in 2016, up significantly from a S$4.3 million loss in 2015 but down significantly in the long 
term.  Much of the fall in revenue over the last few years can be attributed to a dwindling number of 
visitors to Underwater World Singapore.  As a result, management shut the facility down in 2016 after 25 
years of operations; the leisure segment is now made up of just one aquarium, called Underwater World 
Pattaya, in Thailand.  It is unclear what management intends to do with the Leisure segment but has 
stated they are keeping an eye out for unique leisure opportunities.  
 
Equity Portfolio: The equity portfolio is currently comprised of two positions:  
 

 
 
A third position, United Industrial Corp (UIC) was a part of the equity portfolio until the third quarter of 
this year.  That position was exchanged for 27.27 million shares in UOL Group and S$31.656 million in 
cash. UOL Group interest in UIC increased as a result of the share swap, but the company has continued 
acquiring shares into the 4th quarter and now owns 713.75 million shares or 49.84% of the company.  This 
is in keeping with UOL management’s stated interest in acquiring statutory control of UIC. In 2009, Wee 
Cho Yaw made an offer to take the company over, but fellow board member and 37% owner Dr. 
Gokongweii was not interested, and the takeover attempt failed. 

Financial Assets

Shares Enterprise MktCap
H02 

Shares
% Owned 

by H02
Enterprise 

Value
Mkt     

Value  
Simple 
DCF*

DCF    
Value Dividend DDM  ̂

DDM 
Value

United Overseas Bank SGX:U11 1,622.8 1,245.9 42,721.3 72.0 4.43% 55.2 1,894.2 27.11 1,950.7 0.70 6.73 484.30
UOL Group Limited SGX:U14 801.5 7,435.8 7,357.7 72.0 8.99% 668.4 661.3 13.39 964.7 0.15 4.17 300.19

* 12% Discount Rate, Zero Growth in Both Forcasted and Terminal, Earnings Based DCF 723.6 2,555.6 2,915.3 784.5
 ̂DDM uses 10-year Dividend Growth Rate and 12% Discount Per H02 Share $3.29 $11.61 $13.24 $3.56

Value of Position From Different Perspectives
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At the current time, the equity portfolio is trading at reasonable levels.  United Overseas Bank is currently 
trading at a P/E of 13x and P/B of 1.21.  The median P/E for Regional Asian Banks is currently 14.77, and 
the median P/B is 1.22.  The bank has a Tier 1 Capital Ratio of 13.8% as of September of this year, 
maintains strong liquidity with a Loan/Deposit Ratio of 85.5% and has a Return on Average Assets of 1%.  
These variables compare well to global competitors with a strong regional presence in the Southeast 
Asian region, such as HSBC and SCB.   
 
UOL Group Limited and United Industrial Corp, both real estate developers look to be trading at cheaper 
levels than United Overseas Bank. UOL Group, which is engaged in the development of residential, 
commercial and hospitality properties, is trading at a P/E of 8x and a P/B of 0.8.  The company has a free 
cash flow yield of 10.6%, interest coverage of 8.18x and conservative balance sheet for a real estate 
developer with a Debt-to-asset ratio of just 0.21.  
 
Given the ownership stake of UOL Group in United Industrial Corp, it seems worth briefly reviewing.  UIC 
is a similarly positioned real estate developer but without the hospitality focus. UIC trades at a higher P/E 
multiple (11.24x) but a P/B of on 0.76. The company has a lower free cash flow yield (6.8%) but is even 
less levered then UOL group, with a debt-to-asset ratio of just 0.13 and an interest coverage ratio of 
37.51.  Both companies have international real estate exposure, UOL Group through its Pan Pacific Hotels 
Subsidiary and United Industrial Corp through real estate operations in China. 
 
Valuation: The valuation of Haw Par is somewhat complicated by the disparate pieces.  As a result, we 
have examined the business from several angles.   
 
At the current price, the downside looks extremely limited, a DCF model applied only to the EBIT 
generated from the healthcare, leisure and property businesses, assuming a 12% discount rate in both 
the forecasted and terminal phases as well as no growth going forward, combined with a valuation of the 
equity portfolio using a DDM with a 12% discount rate and each company’s respective 10-year average 
dividend growth rate, results in a valuation of S$9.33 per share, downside of 20% from Haw Par’s close on 
12/28/2017.  
 
We believe this is not simply a conservative valuation but an extremely pessimistic valuation.  Not only 
does it assume no further growth from Haw Par’s fast-growing healthcare group, which as previously 
stated has grown revenue at a CAGR of 40% since 2012 and is on pace to grow 2017 revenue by roughly 
16% vs. 2016, but also assumes an onerous discount rate of 12%.  Given the debt-free balance sheet, 
ample liquid assets and strong operating businesses, a 12% discount rate is a punitive stress test of value, 
rather than just conservative. Additionally, the value of the equity portfolio in the scenario presented 
above is 69% below the current market value. The valuation scenario above appears unlikely from our 
perspective but is a good stress test of what the business could look like under very dire circumstances.    
 
The scenario presented above is even more pessimistic the current Net Asset Value of the Company, 
S$11.25 a share assuming receivables are worth 50% of book value, inventory is worth 75% and the 
equity portfolio is worth 100% of the book value or 26% less than the current market value of the equity 
positions.ii The strong NAV would seem to further support our thesis that the company is currently 
trading at a floor price.  Our research suggests a realistic intrinsic value range for the company is between 
S$18.00 and S$20.00 a share. 
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We come to this valuation range through a similar combination of approaches to the downside scenarios 
presented above.  Assuming, 2% growth for the next ten years for the healthcare, leisure and property 
businesses, and zero growth thereafter, and a 10% discount rate, the operating businesses of Haw Par 
would be worth roughly S$6.58 a share. The equity holdings at the current time are worth S$11.80 a 
share in the open market, resulting in a combined value of S$18.38 a share.  Keep in mind that this 
analysis may also be conservative after all, revenue (primarily driven by the healthcare group) has grown 
at an average rate of 6.12% for the last nine years (and 12.7% for the last three).  Furthermore, it does 
not assume any significant growth in earnings from property.  Should property rates for Haw Par 
properties double, which would mean that space is being rented at 32% below the per square foot low 
rate in Singapore in 2017 (a year of depressed prices), that would add about S$0.25 per share in value to 
the DCF scenario described above. 
 
Another way of valuing the business is a sum of part analysis, and this produces a similar valuation. As of 
the end of FY2016 the balance sheet values of the net cash, properties and equities was S$13.07 a 
share.iii  Add to this a zero growth Tiger Balm business (that is Tiger Balm as it was in 2016 going forward 
as an operating entity with no changes, negative or positive), and you end up with the entire business 
being worth S$18.87.  
 
Management and Ownership: Haw Par has a strong management team and each of its senior officials 
having more than 30 years of industry experience. Key management executives of the company include 
Wee Cho Haw (Non-Executive Chairman), his son Wee Ee Lim (Chief Executive Officer & President), Sat 
Pal Khattar (Independent Director) and Hwang Soo Jin (Independent Director). Management possesses 
significant professional expertise and hands-on industry experience but is aging.  
 
Key Management Bios 
 
Dr. Wee Cho Yaw has been the Chairman of Haw Par since 1978. He was appointed to the board in the 
year 1975 and was last re-appointed in the year 2014. He is also the Chairman of the investment 
committee and a member of the Remuneration and Nominating Committees. He has more than 50 years 
of banking industry experience and is also the Chairmen Emeritus of United Overseas Bank Ltd. and Far 
Eastern Bank Ltd. He also chairs the boards of United Overseas Insurance Ltd, UOL Group Limited, Pan 
Pacific Hotels Group Ltd, United Industrial Corporation Ltd, Marina Centre Holdings Pvt Ltd and Wee 
Foundation. He has been conferred the “Businessman of the Year” award twice at the Singapore Business 
Awards in 2001 and 1990. He is Honorary President of the Singapore Federation of Chinese Clan 
Associations, Singapore Hokkien Huay Kuan and Singapore Chinese Chamber of Commerce & Industry.  
 
Mr. Wee Ee Lim has been President & CEO of Haw Par since 2014; he is the son of Chairman Wee Cho 
Yaw. He was appointed to the board in 1994 and was reelected in the year 2013. He is also a member of 
the investment committee. He is involved in the management and growth of the group over the last 28 
years. He is also the director of United Industrial Corporation Ltd, UOL Group Ltd, Hua Han Bio-
Pharmaceutical Holdings Ltd and Wee Foundation.  
 
Together with his three sons and two daughters, Dr. Wee Cho Yaw controls at least 36% of Haw Par 
Shares.  
 
Additional key board members include Dr. Lee Suan Yew (youngest brother of former Singapore Prime 
Minister Lew Kuan Yew and Uncle of Current Prime Minister Lee Hsien Yang). 
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Risk and Catalysts: Due to the strength of the assets on the balance sheet, the downside risk to a Haw Par 
investment is very limited.  As previously noted the Market Value of the equity portfolio, the cash and the 
real estate on the balance sheet are already worth significantly more than the company is trading for.  
The limited downside risk does not mean it is a risk-free investment of course, the primary risk for this 
investment is stagnation risk, by which I mean the risk that the investment does nothing, capital is tied up 
for a long period with no return. At the current time, the company resides principally in strong hands, the 
free float is limited, the trading volume even more so, this will make a timely closing of the price-value 
gap a concern.  
 
There is substantial value to be realized but the combination of tight family control, the quiet way the 
company goes about its business and the relative obscurity of the company (despite the broad-based 
recognition of the Tiger Balm brand) combines to create a situation in which investors may be subject to a 
long wait, a not uncommon occurrence with many Asian value stocks.  Our expectation is that in the 
absence of a more obvious catalyst a steady improvement in Tiger Balm operations spurred on by 
managements drive to grow the brand, a rebound in the Singapore real estate market and the general 
positive momentum in Singapore markets will lead to the realization of full intrinsic value over the course 
of three to five years, a yearly return of between 16.72% and 9.72%. 
 
The risk that Haw Par becomes a value trap, defined here as a company with great promise that never 
materializes seems real.  To avoid getting stuck investors need to keep a close eye on how management 
uses the substantial cash position they have and how the growth at Tiger Balm evolves.  Should the brand 
continue its spectacular growth of the past five years, it will be difficult for the market to not recognize 
this company in a relatively short time frame, should that growth stall for any period though, even if the 
pause in growth is for consolidation of progress, Haw Par may once again fall under the radar of investors.  
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Full Legal Disclaimer  
 

As of the publication date of this report, Massif Capital, LLC and its affiliates (collectively "Massif Capital") has a long position in 
the stock of H02. Massif Capital stands to realize gains in the event the price of the stock increases. Following publication of the 
report, the Massif Capital may transact in the securities of any company covered or discussed herein. All content in this report 
represent the opinions of Massif Capital. Massif Capital has obtained all information herein from sources they believe to be 
accurate and reliable. However, such information is presented “as is,” without warranty of any kind – whether express or implied. 
Massif Capital makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such 
information or with regard to the results obtained from its use. All expressions of opinion are subject to change without notice, 
and Massif Capital does not undertake to update or supplement this report or any information contained herein. This report is 
not an investment recommendation and is only a discussion of Massif Capital’s opinions.  
 
This document is for informational purposes only and it is not intended as an official confirmation of any transaction. All market 
prices, data and other information are not warranted as to completeness or accuracy and are subject to change without notice. 
The information included in this document is based upon selected public market data and reflects prevailing conditions and 
Massif Capital’s views as of this date, all of which are accordingly subject to change. Massif Capital’s opinions and estimates 
constitute a best efforts judgment and should be regarded as indicative, preliminary and for illustrative purposes only.  
 
Any investment involves substantial risks, including, but not limited to, pricing volatility, inadequate liquidity, and the potential 
complete loss of principal. This report’s estimated fundamental value only represents a best effort estimate of the potential 
fundamental valuation of a specific security, and is not expressed as, or implied as, assessments of the quality of a security, a 
summary of past performance, or an actionable investment strategy for an investor.  
 
This document does not in any way constitute an offer or solicitation of an offer to buy or sell any investment, security, or 
commodity discussed herein or of any of the affiliates of the Massif Capital. Also, this document does not in any way constitute 
an offer or solicitation of an offer to buy or sell any security in any jurisdiction in which such an offer would be unlawful under the 
securities laws of such jurisdiction. To the best of Massif Capital’s abilities and beliefs, all information contained herein is 
accurate and reliable.  

Massif Capital reserve the rights for their affiliates, officers, and employees to hold cash or derivative positions in any company 
discussed in this document at any time. As of the original publication date of this document, investors should assume that Massif 
Capital has a position in one or more of the companies discussed and has positions in financial derivatives that reference the 
security and stand to potentially realize gains in the event that the market valuation of the company’s common equity is lower or 
higher than prior to the original publication date depending on if we are short or long as noted above in this disclosure and on 
the cover page of this report. Massif Capital, officers, and individuals shall have no obligation to inform any investor or viewer of 
this report about their historical, current, and future trading activities. In addition, Massif Capital may benefit from any change in 
the valuation of any other companies, securities, or commodities discussed in this document. Analysts who prepared this report 
are compensated based upon (among other factors) the overall profitability of Massif Capital’s operations. The compensation 
structure for Massif Capital analysts is generally a derivative of their effectiveness in generating and communicating new 
investment ideas and the performance of recommended strategies for the Massif Capital. This could represent a potential 
conflict of interest in the statements and opinions of Massif Capital documents.  
 
The information contained in this document may include, or incorporate by reference, forward-looking statements, which would 
include any statements that are not statements of historical fact. Any or all the Massif Capital’s forward-looking assumptions, 
expectations, projections, intentions or beliefs about future events may turn out to be wrong. These forward-looking statements 
can be affected by inaccurate assumptions or by known or unknown risks, uncertainties and other factors, most of which are 
beyond Massif Capital’s control. Investors should conduct independent due diligence, with assistance from professional financial, 
legal and tax experts, on all securities, companies, and commodities discussed in this document and develop a stand-alone 
judgment of the relevant markets prior to making any investment decision. 

i John Gokongwei – A Chinese Filipino investor with interest in telecommunications, financial services, petrochemicals and 
power generation. As of 2015, Gokongwei was the second richest entrepreneur in the Philippines with a net worth of more 
then S$5 billion. 
ii Despite the significant discount it does not seem safe to assume liquidation could occur at market value as Haw Par owns 42 
days’ worth of average daily volume of United Overseas Bank, 30 days’ worth of average daily volume of UOL Group. 
iii This includes cash from the sale of UIC shares which did not close until the books for the 3rd Qtr 2017 closed. 

                                                           


