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Company Report 

Growing at full speed 

ACIBD.IS

Sector:                         Pharmaceutical and Health
General Company Information

Acibadem Saglik

Multiples are adjusted for minority interest 

Acibadem Saglik, the only healthcare company trading on the Istanbul Stock 
Exchange, is the leading private health service provider in Turkey.  

Investment Positives  
There is huge potential for growth in the private healthcare service 
sector. The number of hospital beds per 10,000 people in Turkey currently 
stands at just 26 compared to 60 in Israel and 50 in Greece. The share of 
private hospitals in the total healthcare system in Turkey is still small (25%) but 
is expanding rapidly.  

Recent legislative changes provide new opportunities in the market. 
Social Security Institution members have been able to benefit from private 
hospitals and outpatient clinics since March 2005. The parliament has also 
recently approved the establishment of the General Health Insurance system 
which will increase coverage of the population and provide an additional source 
of revenue for private hospitals. 

Acibadem has established a strong brand name by differentiating itself as 
a high quality healthcare service provider. Due to the shortage of high 
quality service providers, Acibadem has strong pricing power.  

The health sector is fairly defensive and intrinsically immune to 
fluctuations in the economic conditions due to the inelastic nature of the 
demand.  
EU accession would stimulate growth by opening markets and cause an 
influx of European patients into Turkish hospitals. 
Investment Risks 
Worries about soaring health care expenditures (pointed out by IMF) may lead 
the Government to take cost cutting measures by lowering prices set for private 
healthcare providers.  Having said that, the share of patients referred by the 
Social Security System in Acibadem’s revenues is only 12%. However, as the 
private healthcare sector expands, new entrants to the market may pressure 
margins in the future. Lastly, although the company has managed to raise its 
prices in excess of inflation in the past, all of its revenues are in local currency, 
and the company has a short for-ex position due to for-ex denominated 
financing of new investments. 
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OUTPERFORM

Company Report
Reason of the Report

Shareholder Structure
35.15%      Float
34.99%      Mehmet Ali Aydinlar
19.21%      Individual Investors
4.25%        Hatice Seher Aydinlar
3.4%          Yunus Ergüz
3%             Armağan Özel

Stock Data TRY US $
Share Price 14.90 10.51 $
ISE-100 40,683 2.81 ¢

Number of Shares 54 mn

Float 36%

Market Cap. 805 mn 568 mn

Stock Performance 1 Mn 3 Mn 12 Mn
TL % Change -3.9 -8.6 10.9
US$ % Change -2.7 -5.0 4.6

Rel.Index % Change -6.6 -12.5 20.4

Average Volume mn$ 0.16 0.18 0.31

Stock Performance 1 Mn 12 Mn YTD
Share Price Minimum  ($) 10.33 8.51 10.33

Share Price Maximum ($) 10.84 12.97 10.74

Date Cash Div.(mn$) Dividend Yield
31/05/2006 2.8 0.5%
30/05/2005 2.8 1.5%
30/05/2003 1.4 4.8%

0.00
2.00
4.00
6.00
8.00

10.00
12.00
14.00

01
-0

6

02
-0

6

04
-0

6

05
-0

6

06
-0

6

08
-0

6

09
-0

6

11
-0

6

12
-0

6

US $ Relative

0

50

100

150

200

ACIBD Relative ISE 100
ACIBD 2003 2004 2005 2006E 2007E 2008E
Sales 78.8 114.7 170.4 230.0 268.0 331.0
EBITDA 17.9 21.5 30.1 44.2 53.1 65.1
Net Income 9.7 10.0 13.9 2.9 7.5 12.0
EV/EBITDA 3.15 9.29 18.02 14.41 12.00 9.79
EV/Sales 0.72 1.74 3.18 2.77 2.38 1.92
EBITDA Margin 23% 19% 18% 19% 20% 20%
Net Profit margin 12.3% 8.7% 8.2% 1.3% 2.8% 3.6%
P/E 3.0 11.1 19.4 198.9 75.8 47.4
EPS 0.81 0.18 0.26 0.05 0.14 0.22
*All figures are in mn$
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Assumptions 

The starting point for calculating the number of patients and ultimately the revenues is the 
bed capacities. The bed capacity projections, which reflect new hospital openings, were 
provided to us by the company. We arrive at the number of inpatients for each hospital, 
using the bed capacities, the assumed capacity utilisation rates and the average number of 
days a patient stays at a hospital. 

� DCF 
 Analysis  

VALUATION  
 

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Utilisation rate, %

Acibadem 64% 67% 70% 72% 74% 75% 76% 77%
Bakirkoy 64% 66% 67% 68% 69% 70% 71% 72%
Kozyatagi 45% 60% 70% 75% 77% 79% 80% 80%
International 78% 78% 79% 79% 80% 80% 80% 80%
Bursa - 40% 45% 50% 55% 60% 65% 70%
Maslak - - - 40% 50% 55% 60% 65%
İzmir - - - 40% 45% 50% 55% 60%
Fulya - - - 40% 45% 50% 55% 60%
İzmit - 40% 50% 60% 70% 71% 72% 73%

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Average Day of Stay

Acibadem 2.4        2.4        2.4        2.4        2.4        2.4        2.4        2.4                 
Bakirkoy 2.4        2.4        2.4        2.4        2.4        2.4        2.4        2.4                 
Kozyatağı 2.5        2.5        2.5        2.5        2.5        2.5        2.5        2.5                 
International 3.2        3.2        3.2        3.2        3.2        3.2        3.2        3.2                 
Bursa - 2.4        2.4        2.4        2.4        2.4        2.4        2.4                 
Maslak - - - 2.5        2.5        2.5        2.5        2.5                 
Izmir - - - 2.5        2.5        2.5        2.5        2.5                 
Fulya - - - 2.5        2.5        2.5        2.5        2.5                 
Izmit - 2.5        2.5        2.5        2.5        2.5        2.5        2.5                 

There are more surgeries performed in International Hospital, hence the longer average day of stay. 

New hospitals operate with a low utilisation rate. Since International Hospital is the oldest, it has the highest utilisation rate. As 
hospitals age, the utilisation rate approaches 80% which is considered ideal.  

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Bed Capacity 

Acibadem 150   150  150   150      150       150     150     150     
Bakirkoy 130   130  130   130      130       130     130     130     
Kozyatagi 82    82     82        82         82       82       82       
International 106   106  106   106      106       106     106     106     
Bursa 150  150   150      150       150     150     150     
Maslak 180      180       180     180     180     
İzmir 150      150       150     150     150     
Fulya 130      130       130     130     130     
İzmit 60    60     65        65         65       65       65       

Total 386   678  678   1,143  1,143   1,143  1,143  1,143  
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For convenience, the minority interest is deducted at the revenue level during the DCF analysis. Therefore, only half of the 
actual bed capacity is considered for International Hospital while calculating the number of inpatients. The same logic will also 
be used for Polyclinics when calculating the number of outpatients.  

Once the inpatient numbers are found, the outpatient numbers are calculated using the below ratios. Since Kozyatagi Hospital 
specialises in cancer and neurological sciences, a higher portion of its patients are outpatients; hence the relatively lower 
inpatient/outpatient ratio. International Hospital has relatively a high number of inpatients since more surgeries are performed 

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Inpatient / Outpatient 

Acibadem 5.2% 5.3% 5.4% 5.4% 5.5% 5.5% 5.5% 5.6%
Bakirkoy 5.3% 5.2% 5.2% 5.2% 5.2% 5.3% 5.3% 5.3%
Kozyatagi 4.1% 4.5% 4.5% 4.6% 4.6% 4.6% 4.6% 4.6%
International 7.2% 7.2% 7.2% 7.2% 6.6% 6.6% 6.6% 6.6%
Bursa - 8.0% 7.3% 6.1% 5.8% 5.8% 5.6% 5.6%
Maslak - - - 5.6% 5.3% 5.3% 5.3% 5.3%
İzmir - - - 8.0% 7.5% 6.5% 5.8% 5.3%
Fulya - - - 5.4% 5.4% 5.7% 5.7% 5.8%
İzmit - 5.2% 5.2% 5.2% 5.2% 5.3% 5.3% 5.3%

 RESEARCH DEPARTMENT  

Kozyatagi is the most expensive hospital because of its specialty and the expensive equipment used there; the gamma knife 
being the most notable. International Hospital’s rates are also higher due to higher number of surgeries performed there.  

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Inpatient Numbers 

Acibadem 15,125  15,284   15,969  16,425  16,881   17,109    17,338  17,566    
Bakirkoy 12,812  13,049   13,246  13,444  13,642   13,840    14,037  14,235    
Kozyatagi 5,627    7,183     8,380    8,979    9,218     9,458      9,578    9,578      
International - adj for minority 937       4,715     4,776    4,776    4,836     4,836      4,836    4,836      
Bursa - 5,703     7,699    8,555    9,410     10,266    11,121  11,977    
Maslak - - - 7,096    8,870     9,756      10,643  11,530    
İzmir - - - 1,643    7,391     8,213      9,034    9,855      
Fulya - - - 1,645    7,402     8,225      9,047    9,870      
İzmit - 316        4,745    5,694    6,643     6,738      6,833    6,928      

Total (unadj for minority int) 35,437  50,966   59,591  73,031  89,130   93,276   97,303  101,210  

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Outpatient Numbers 

Acibadem 290,859     288,384     295,718     304,167     306,932      311,080      315,227     316,498      
Bakirkoy 241,726     250,938     254,740     258,542     262,344      263,611      264,855     268,585      
Kozyatagi 137,240     159,627     186,231     195,196     200,401      205,606      208,209     208,209      
International - adj for minority int 13,014       65,491       66,331       66,331       73,277        73,277        73,277       73,277        
Bursa - 71,289       105,469     140,241     163,655      176,994      198,591     213,867      
Maslak - - - 126,707     167,349      184,084      200,819     217,554      
İzmir - - - 20,531       98,550        126,346      155,754     185,943      
Fulya - - - 30,462       137,078      144,292      158,722     171,645      
İzmit - 6,083         91,250       109,500     127,750      128,341      128,921     130,711      
Polyclinics - adj for minority int 96,473       98,885       99,874       100,872     101,881      102,900      103,929     104,968      

Total (unadj for minority int) 862,000    1,068,000  1,211,000  1,463,000  1,756,000   1,834,000   1,926,000  2,009,000   
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Acibadem has always been able to raise its prices in excess of inflation in the past. Due to Acibadem’s dominant position in 
the market, it has high pricing power. Although prices were also increased in terms of YTL in 2006, we estimate that  the prices 
will remain the same in dollar terms as a result of the recent devaluation in YTL. After 2006, we have assumed 2% price hikes 
annually until 2009, with prices reaching a constant level after 2009 due to increased competition in the sector. The revenues 
can now be calculated by multiplying the revenue per inpatient by the number of inpatients and the revenue per outpatient by 
the number of outpatients for each hospital.  

Once the revenues are calculated, an EBITDA margin is applied to each figure in order to arrive at the EBITDA margin for 
each hospital. New hospitals operate with lower EBITDA margins. The EBITDA margin increases and approaches 23% as 
hospitals age because of increased efficiencies and increased customer loyalty. We were told that the company’s goal is to 
reach an EBITDA margin of 25% in the long run. However, we used 23% for upper cap in order to be conservative. Since 
International Hospital is the oldest, it has the highest EBITDA margin in 2005. Polyclinics operate with a lower margin since 
they are mostly located in prime locations in order to draw customers which increases rental expense.  

 RESEARCH DEPARTMENT  

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Total Inpatient Revenue (mn $) 90 113            133            166            206            215            225            234               

Revenue Per Inpatient ($)
Acıbadem 2,200 2,200          2,240          2,280          2,320          2,320          2,320          2,320             
Bakırkoy 2,100 2,100          2,140          2,180          2,220          2,220          2,220          2,220             
Kozyatağı 4,700 4,700          4,800          4,900          5,000          5,000          5,000          5,000             
International 2,300 2,300          2,340          2,380          2,420          2,420          2,420          2,420             
Bursa 2,100 2,100          2,140          2,180          2,220          2,220          2,220          2,220             
Maslak - - - 2,400          2,450          2,450          2,450          2,450             
İzmir - - - 2,400          2,450          2,450          2,450          2,450             
Fulya - - - 2,400          2,450          2,450          2,450          2,450             
İzmit 2,100 2,100          2,140          2,180          2,220          2,220          2,220          2,220             

Total Outpatient Revenue 81 100            116            143            175            183            193            201               
Rev. Per Outpatient 94 94               96               98               100             100             100             100                

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
Total Revenues (mn $)

Acibadem 60.5 60.7 64.1 67.2 69.8 70.7 71.7 72.4
Bakirkoy 49.6 51.0 52.8 54.6 56.5 57.0 57.6 58.5
Kozyatagi 39.3 48.8 58.1 63.1 66.1 67.8 68.7 68.7
International - adj for minority int 3.4 17.0 17.5 17.9 19.0 19.0 19.0 19.0
Bursa - 18.7 26.6 32.4 37.2 40.4 44.5 48.0
Maslak - - - 29.4 38.4 42.3 46.2 50.0
İzmir - - - 5.9 27.9 32.7 37.7 42.7
Fulya - - - 6.9 31.8 34.5 38.0 41.3
İzmit - 1.2 18.9 23.1 27.5 27.8 28.1 28.5
Polyclinics 9.0 9.3 9.6 9.9 10.2 10.3 10.4 10.5

Total 161.8 206.7 247.6 310.4 384.4 402.6 422.0 439.6
Total (unadj for minority int) 170.5 229.2 270.7 334.0 409.4 427.6 447.2 464.8

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
EBITDA Margins

Acibadem 20% 20% 21% 22% 23% 23% 23% 23%
Bakirkoy 20% 20% 21% 22% 23% 23% 23% 23%
Kozyatagi 17% 18% 19% 19% 20% 21% 22% 23%
International 17% 18% 19% 19% 20% 21% 22% 23%
Bursa - 2% 17% 18% 20% 21% 22% 23%
Maslak - - - 5% 16% 18% 20% 21%
İzmir - - - 5% 16% 18% 20% 21%
Fulya - - - 5% 16% 18% 20% 21%
İzmit - 0% 18% 19% 20% 21% 22% 23%
Polyclinics 5% 5% 5% 5% 5% 5% 5% 5%

Overall 18% 17% 19% 18% 20% 21% 21% 22%
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As seen on the above graph, although new hospital openings (in 2004, 2006 and 2008) depress the EBITDA margin tem-
porarily, economies of scale achieves higher overall EBITDA margin in the long run. 

 RESEARCH DEPARTMENT  

2005 2006E 2007E 2008E 2009E 2010E 2011E 2012E
EBITDA (mn $)

Acibadem 11.8         12.1            13.5          14.8           16.0            16.3           16.5      16.7            
Bakirkoy 9.7           10.2            11.1          12.0           13.0            13.1           13.3      13.4            
Kozyatagi 6.5           8.5              11.0          12.0           13.2            14.2           15.1      15.8            
International 0.7           3.6              3.9            3.9             4.2              4.4             4.4        4.4              
Bursa - 0.4              4.5            5.8             7.4              8.5             9.8        11.0            
Maslak - - - 1.5             6.1              7.6             9.2        10.5            
İzmir - - - 0.3             4.5              5.9             7.5        9.0              
Fulya - - - 0.3             5.1              6.2             7.6        8.7              
İzmit - -             3.4            4.4             5.5              5.8             6.2        6.5              
Polyclinics 0.4           0.5              0.5            0.5             0.5              0.5             0.5        0.5              

Total 29.0         35.3            47.8          55.5           75.6            82.5           90.1      96.5            
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Because Acibadem is the first entrant to the private 
healthcare sector, it has an excellent understanding of 
sector dynamics and has a pro-active management 
strategy.  

The wide spread network across Istanbul provides easy 
access to services. Economies of scale is effectively utilised 
for cost management. 

In order to build a strong brand name, Acibadem places 
great emphasis on quality. 

Veterans of the health sector is employed with fair 
compensation which attracts a significant talent pool.  

Acibadem invests in state of the art medical equipment 
(gamma knife technology, 3 tesla intraoperative MR, 
advanced laboratory services etc) and information 
technology (integrated hospital information, data 
management, accounting and budgeting systems, call 
centre, paperless hospital).  

- Affiliate of Harvard Medical International since October 
2003: 

♦ Provides executive professional development of medical 
staff, especially nurses 

♦ Develops healthcare service and treatment protocols in 
oncological and neurological sciences 

♦ Closely monitors the services and improved treatment 
models at Harvard and its associated hospitals 

- Accredited by Joint Commission International in early 2005 
(first healthcare service provider to be accredited as a 
system) 

- Member of European Foundation for Quality Management 
(EFGQM): 
Commitment to Excellence” award in 2004  

Strategy 

9 Provide easy access by widespread national presence 
through new hospitals (Bursa, Maslak, Izmir, Fulya and 
others) and through new outpatient clinics (Beylikduzu 
and others) 

9 Capitalise on insufficiency of government investments 

9 International business development and patient transfer 

9 Increase productivity by focusing on specialised 

Other potential targets for future investments include: 
Ankara, Mersin, Manisa, Adana, Antalya and Konya 
which have relatively high GDP per capita.  

Employee Growth
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As seen on the above graph, the share of publicly insured patients in Acibadem’s 
revenues is small. Therefore, the impact of any possible governmental measures to 
reduce healthcare expenditures on Acibadem’s revenues is expected to be limited.  

Amongst the privately insured clients are contracted and well-known institutions that 
ensure a steady source of revenues for Acibadem. These contracted institutions are 31 
corporations, 9 banks, 4 airlines, 38 local insurance companies, 10 foreign insurance 
companies, 10 sports clubs and 17 associations. These contracts provide customer 
loyalty. Private healthcare insurance companies represent 60% of revenues.  

Doctors earn premiums that are in direct proportion to the fees charged to patients. 
Since doctor fees form the largest portion of costs, Acibadem, is limiting the fixed costs 
and making the business resilient to any possible downturns. This also serves as 
incentive for doctors to see more patients. 

Cost of Goods Sold  

According to the guidance received from the company, the bulk portion of Cost of 
Goods Sold is labour (70%), followed by equipment (20%) and overhead (10%). Labour 
cost is made up of doctors’ salaries (60%) and other staff salaries (40%).  

The doctors’ salaries increase in direct proportion to the revenue whereas nurses and 
other staff’s salaries are fixed and increase in direct proportion to the bed capacity. 
Equipment and supplies expenditures increase with patient numbers.  

Operating Expenses 

Operating expenses refer to (i) the general and administrative expenses related to 
Acibadem’s H 

 RESEARCH DEPARTMENT  

Privately insured
70%

Publicly insured 
(SII, GEPF, 

BagKur)
12%

Out-of pocket 
payers
18%

Share in Sales (2005) 

Revenues 

Acibadem caters to the high income segment of the population, and as a result, the 
company’s revenues are immune to turbulences in the economy. The greater portion of 
the revenue is derived from inpatients. Laboratory services are considered as 
outpatient treatment in the diagram on the left. 
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Headquarters (not the individual hospitals) (76%) and (ii) the selling, marketing 
expenses (24%). These percentages are as of March 30, 2006.  

2006 First 9 months review  

Acibadem Saglik recorded a net income of 3.9 million dollars in the third quarter 
compared to a net loss of -1.1 million dollars on its consolidated 1H 2006 CMB 
financials, bringing the YTD 9M 2006 net income to 2.7 million dollars. The net income 
recorded during YTD 9M 2005 was 12 million dollars. Acibadem realised massive fx 
losses in 2Q on its fx denominated loans obtained for the acquisition of International 
Hospital. This loss was partially reversed to an fx gain in 3Q. The fx loss recorded 
during YTD 9M 2006, was 6.7 million dollars compared to 11.6 million dollars recorded 
during YTD 1H 2006. The net short fx position as of September 2006 was 76.3 million 
dollars compared to 66.6 million dollars as of June 2006.  

On a positive note, comparing YTD 9M 2005 with YTD 9M 2006, the top line grew by 
39% in dollar terms from 123 million dollars to 171 million dollars (although 
inorganically due to the acquisition of International Hospital in August 2005 and the 
opening of the Bursa Hospital in February 2006). Comparing 3Q with 2Q, the revenue 
growth remained at 2%.  

The decline in the EBITDA margin from 18.4% in YTD 9M 2005 to 17.4% in YTD 9M 
2006 is due to opening of the Bursa Hospital in February 2006 and Izmit Hospital in 
September 2006 (new hospital openings lower the overall EBITDA margin).  

IFRS ($m) 2006/09 2005/09 % change 
Net Sales 171.36 122.85 39%
Cost Of Sales -137.36 -98.50 39%
GROSS PROFITS/LOSSES 34.00 24.35 40%
Operating Expenses -19.57 -16.82 16%
NET OPERATING PROFITS 14.43 7.53 92%
Income & Expenses From Other Operations -0.78 4.37 -118%
Financial Expenses -10.53 -2.05 415%
MINORITY INTERESTS -0.43 -0.03 1429%
INCOME BEFORE TAXES 2.69 9.82 -73%
Taxation on Income 0.05 2.22 -98%
NET PROFIT AFTER TAXES 2.73 12.04 -77%
Depreciation & Amortization 15.34 15.04 2%
Severance Payments 0.38 2.77 -86%
Financial Expenses -10.53 -2.05 415%
Net Working Capital 1.20 3.77 -68%
Net Cash -68.74 -34.23 101%
EBITDA 29.8 22.6 32%
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State of Health Services 

In spite of considerable progress in recent years, Turkey continues to rank 
behind most middle-income countries in terms of health status. Life 
expectancy is nearly 10 years below the OECD average and infant and 
maternal mortality rates are very high. The country suffers inequality with 
regards to access to healthcare services.  

Health Expenditures 

Health spending in Turkey lags far behind other developed nations. 
According to 2003 OECD data, health spending accounted for 6.6% of GDP, 
compared to 8-10% in the EU. When stated according to purchasing power 
parity, per capita health expenditure stands at $452. Medicine spending 
accounts for around 25% of total health expenditure. The State Planning 
Institution foresees 3.8% annual growth in health spending until 2023, in 
parallel with the growth in the population and the economy. The share of 
health expenditures in GDP is expected to gradually converge at the low end 
of the EU range, at 8%.  

* Source: 2003 OECD data 
Source: 2002 World Bank Development Indicators Report 

Physicians Per 100,000 People 
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Healthcare Providers 

Currently, Turkey has multiple healthcare providers, including the Ministry of Health, 
the military, other ministries and public sector bodies, the currently existing three public 
social security institutions (The Retirement Trust, Social Insurance Foundation (SSK), 
and Social Insurance Foundation for the Self Employed), foreign associations, 
universities, public economic enterprises and the private sector. This wide variety of 
choice leads to confusion and lack of coordination.  

Source: 2002 World Bank Development Indicators Report 
* 2004 figure for Turkey 

Government is both the provider and financier of healthcare services. 52 million are 
covered under public schemes. 20% of the population have no healthcare insurance. 
The largest player is Social Security Institution (SSI) covering 30 million people. Until 
2005, SSI has been operating its own hospitals.  

Source: GEPF, SII, BagKur, State Planning Organisation, 2004 

D i s t r ibu t ion  o f  the 
population insured under 
the different schemes is as 
follows: 
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Total (Turkey): 1,176

Ministry of Health, 
684

SII, 146

Private, 299

Other Public, 47

Hospital Numbers 

 

Source: Ministry of Health, 2004 

Outpatient Numbers (million) 

Total (Turkey): 152

SII, 44

Private, 6 Other Public, 11

Ministry of Health, 
91

Private sector includes 
hospitals operated by 
associations, foreigners, 
minorities and individuals. 

Other public sector 
includes hospitals of State 
Economic Enterprises, 
other ministries and 
municipals. 

Source: Ministry of Health 
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Private sector hospitals form 25% of the total hospitals in Turkey and have a share of 4% of the 
total outpatients in Turkey. 
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While private sector investments in the healthcare sector had around 10-20% share in the total 
healthcare investments until the 80s, the share of private sector investments reached 70% in 
2003 according to State Planning Organisation. Recent governmental approach to health is 
expected to support further growth of the private sector. 

Ministry of Health calculates the number of beds as 26 per 10,000 people in 2004. This figure is 
very low compared to Greece (50), Israel (60), France (85) and Germany (93) according to the 
World Bank Development Indicators Report. 
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Capacity and Utilisation of Hospitals in Istanbul (2005)
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Istanbul Market 

Utilisation Outpatients Inpatients Surgical Cases Outpatients Inpatients Surgical Cases
MoH Hospitals 7,958 294 156 37% 31% 32%
SII Hospitals 8,217 253 122 39% 26% 25%
Other Public Hospitals 1,647 100 53 8% 10% 11%
Private Hospitals 3,491 314 158 16% 33% 32%
Total 21,313 961 489 100% 100% 100%

Number (000) Market Share (%)

Istanbul, which generates 20% of GDP, is the largest market for healthcare services in 
Turkey. With a population of more than 11 million, there are approximately 1.9 medical 
examinations per capita per year.  

These top 6 healthcare groups cover 25.1% of the Istanbul market, with a total of 3.5 
million outpatients and 0.3 million inpatients. Acibadem is by far the market leader and 
its particular strength stems from the fact it has coverage of the major districts across 
Istanbul. After the Maslak and Fulya hospital openings, Acibadem will be able to truly 
boast a comprehensive coverage.  

Source: Ministry of Health, 2005 
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Private sector hospitals form 
70% of the total hospitals in 
Istanbul and have a share of 
33% of the total outpatients in 
Istanbul. 

Source: Ministry of Health, 2004 In 2004, out of the 21 million outpatients in Istanbul, SII had 39% share, Ministry of 
Health had 37% share, private sector had 16% share and other public hospitals had 
8% share. Out of the 961,000 inpatients in 2004, SII had 26% share, MoH had 31% 
share, private sector had 33% share and other public hospitals had 10% share.  

There are a total of 196 hospitals and 28,039hospital beds. The private sector has 26% 
capacity with 7,334 beds. There are a total of 13,500 healthcare staff, of which 20% is 
employed by the private sector. There are a total of 8,970 physicians, of which 2,501 
are in the private sector.  

Private sector hospitals have smaller capacities (average number of beds is 54 versus 
475 in SII hospitals, 251 in MoH hospitals and 530 in other public hospitals). 

Class A Hospitals 2000 2001 2002 2003 2004 2005 2000 2001 2002 2003 2004 2005
ACIBADEM GROUP 6.4% 10.8% 10.2% 13.2% 13.2% 8.4% 4.6% 6.4% 6.6% 6.9% 8.0% 6.4%
INTERNATIONAL HOSPITAL 2.2% 2.0% 1.7% 1.8% 1.7% 1.2% 3.2% 3.0% 2.5% 2.3% 2.5% 1.7%
TOTAL 8.6% 12.8% 11.9% 15.0% 14.9% 9.6% 7.8% 9.4% 9.1% 9.2% 10.5% 8.1%
AMERICAN HOSPITAL 8.8% 8.1% 2.9% 3.0% 2.8% 2.1% 3.9% 3.8% 3.7% 3.6% 2.7% 2.7%
FLORENCE 2.9% 2.7% 1.6% 5.6% 6.1% 4.7%
MEMORIAL HOSPITAL 0.9% 2.1% 2.1% 2.3% 2.6% 1.7% 0.9% 2.1% 2.5% 2.5% 2.8% 2.8%
UNIVERSAL GROUP 4.1% 4.4% 3.4% 2.4% 2.1% 1.2% 4.5% 4.3% 4.4% 2.8% 2.5% 2.0%

InpatientOutpatient

Capacity Hospitals Patient Beds Hospitals Patient beds
MoH Hospitals 51 14,861 26% 53%
Iniversities 6 3,925 3% 14%
Other Public Hospitals 2.0 561 1% 2%
Private Hospitals 137 8,692 70% 31%
Total 196 28,039 100% 100%

Numbers Market Share (%)
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Healthcare System 

Existing Healthcare System  

The structure of the healthcare system in Turkey reflects historical developments rather 
than rational planning. Healthcare is provided by public, quasi-public, private and 
philanthropic organisations, but relations among them are not well structured or 
regulated. The Ministry of Health is the largest provider of healthcare. Health services 
provided by the Ministry of Health are funded by the Ministry of Finance. The Ministry of 
Defence has its own healthcare infrastructure for the use of military personnel and their 
dependants. The Council of Higher education is responsible for university hospitals. 
The Ministry of Labour and Social Security has control over SSK, the insurance 
scheme for private sector employees and blue-collar public sector employees, which is 
the second largest healthcare provider. The two other social security institutions are 
Bag-Kur, the insurance scheme for the self-employed, and the Retirement Trust which 
insures retired civil servants and is managed by the Ministry of Finance.   

Private hospitals and polyclinics were first established during the economic 
liberalisation in the 80’s as a result of incentives provided by the government. During 
the last few years, there has been a rapid expansion of the private healthcare sector. 

Existing Healthcare Financing 

There are three main sources of healthcare financing: 

• the government budget funded by tax revenue and allocated mainly to the Ministry of 
Health, the Ministry of Defence, university hospitals and other public agencies  

• social security contributions obtained from members of the three social security 
schemes: SSK, Bag-Kur and the Retirement Trust 

• out-of-pocket payments in the form of direct payments to private doctors and 
institutions, premiums paid for private health insurance. 

Existing Coverage 

While official statistics show that the social security system covers over 92% of the 
population, this figure is likely to be inflated by double counting. In theory, Turkish 
citizens have access to primary care that is largely free at the point of use. In practice, 
this is not the case. The Green Card scheme established in 1992 is directly funded by 
the government for low income people. About 1 million people are estimated to have 
some form of cover from private health insurers. 5 million (around 7% of the population) 
are not covered any insurance.  

In case of emergency, patients can make use of any hospital, but once their condition 
has stabilized, they may be referred to other institutions. 

University hospitals serve as referral centres for the region in which they are located. 
University hospitals are open to members of the general public, provided that they are 
able to pay the fees. Funding for university hospitals comes from general budget 
allocations made by the Council of Higher Education. Problems related to funding 
causes university hospitals to purchase low quality medical equipment. 

Legislative changes  
provide new 

opportunities in the 
market 
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Ministry of Health hospitals do not require referrals. Ministry of Health hospitals receive 
80% of their funding from general government revenue and 15% from insurers or 
individuals. 

Bag-Kur members are restricted to using hospitals with which the organization has an 
agreement. Government employees and people insured by the Retirement Trust are 
eligible to use university hospitals and the Retirement Trust will pay the hospital 
directly, while SSK members and Green Card holders need to be referred by an 
authorized institution, such as a SSK hospital. 

SSK health services are primarily funded by employees’ and employers’ contributions, 
and fees paid by non-members using SSK facilities. The SSK allocates funds to 
hospitals similarly to the Ministry of Health. 

General Health Insurance (GHI) Program 

The current system is highly fragmented where resources are not utilised efficiently and 
service quality is not satisfactory. Currently, self-employed and SII members can only 
utilise private hospitals with referrals. 

The main objective of the healthcare reform is to improve the health status of the 
population. Currently, there are wide regional variations in access to health services, 
and the poorest section of the population has no access to health insurance. The 
reforms are aimed at those people who have least access to health services at present. 
The reform of health financing is aimed at ensuring equity, first by achieving coverage 
of all citizens who are not currently covered by social security, and then by regulating 
the distribution of public subsidies.  

With the new law, finance and provision of healthcare services will be separated. 
Financing will be provided from one single source. Certain premiums will be deducted 
from citizens; the state will pay the premiums for those patients who cannot afford to do 
so. During the transition period, the green card system has been put into operation for 
citizens without the ability to pay for healthcare.  

Greater administrative and financial autonomy will be given to public hospitals. State 
subsidies given to health institutions under state management had been causing unfair 
competition. The new legislation will allow for costs to be reflected on the prices more 
realistically.  

Every citizen will have a base level of coverage and the freedom to choose either a 
public or a private healthcare service provider. Family physician practise will be 
implemented in order to strengthen primary health care. A common information sharing 
network will be set up in health and social insurance institutions.  

Private complimentary health insurance plans will be used for treatments out of GHI 
coverage or expenses above limits. This will result in increased affordability of private 
healthcare providers, as well as improved pricing in healthcare services based on 
actual costs and increased quality and efficiency in healthcare services.  

Whereas in today’s system, it is the public hospitals which are being financed, under 
the General Health Insurance system, the person receiving healthcare will be financed. 
This will eliminate unfair competition in the sector. 

Pricing pressure on quality services will ease, and thus the future pricing and market 
share potential of Acibadem, the dominant player, will soar in this fragmented industry. 
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Source: Is Investment Estimates  

Financial Statements ($m ) 
 

ACIBD
million USD 2003/12 2004/12 2005/12 2006/09 2006E 2007E 2008E
Balance Sheet
Current Assets 28.4 34.2 38.5 48.7 58.3 65.4 81.9
  Cash and Cash Equivalents 3.1 4.8 1.6 3.7 8.2 6.4 9.9
  Marketable Securities 12.8 7.7 4.4 3.2 7.0 8.0 9.0
  Short-Term Trade Receivables 8.5 11.7 17.5 20.3 23.9 28.2 34.8
  Other Short-Term Receivables 1.1 4.8 7.7 7.6 9.8 11.6 14.3
  Inventories 1.8 3.2 4.1 7.8 5.7 6.7 8.4
  Other Current Assets 1.1 1.9 3.2 6.0 3.8 4.5 5.5
Long Term Assets 49.6 94.5 158.4 164.0 161.7 186.7 191.7
  Tangible Fixed Assets 36.1 88.2 147.2 153.9 149.7 174.7 179.7
  Intangible Fixed Assets 12.7 1.1 6.7 5.4 7.0 7.0 7.0
  Other Long-Term Assets 0.8 5.2 4.5 4.6 5.0 5.0 5.0
Total Assets 78.0 128.7 196.8 212.7 220.0 252.0 273.6
Short Term Liabilities 16.0 24.7 54.3 54.3 51.6 63.6 72.0
  Short-Term Financial Loans 4.2 7.5 10.1 10.4 15.0 25.0 21.9
  Short-Term Trade Payables 7.9 11.2 22.7 26.9 22.9 26.9 33.7
  Other Short-Term Payables 1.4 2.8 4.4 5.4 5.7 6.7 8.4
  ST Advances Received 0.2 0.7 1.3 1.7 1.0 1.0 1.0
  Other Short-Term Liabilities 2.3 2.6 15.8 9.8 7.0 4.0 7.0
Long Term Liabilities 6.5 23.2 43.2 73.0 73.5 89.1 90.1
  Long-Term Financial Loans 5.7 21.1 35.9 65.3 65.3 80.0 80.0
  Long-Term Trade Payables 0.1 0.0 0.6 1.0 0.6 0.6 0.6
  Other Long-Term Liabilities 0.7 2.1 6.7 0.0 7.6 8.5 9.5
Minority Shareholders 0.0 1.4 9.8 8.2 10.0 12.0 14.0
Shareholders' Equity 54.5 79.3 89.6 77.2 85.0 87.3 97.4
  Total Paid-in Capital 8.6 40.2 40.2 36.1 40.2 40.2 40.2
  Reserves and Other Items 36.2 11.7 16.4 28.4 41.1
  Current Year Income /(Losses) 9.7 10.0 13.9 2.6 3.6 3.5 12.5
  Retained Earnings /(Acc. Losses) 0.0 16.3 19.0 10.2
Total Liabilities and S.holders' Equity 78.0 128.7 196.8 212.7 220.0 252.0 273.6
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This report has been prepared by  “İş Yatırım Menkul Değerler A.Ş.” (İş Investment) solely for the information of clients of İş Investment. Opinions and 
estimates contained in this material are not under the scope of investment advisory services. Investment advisory services are given according to the 
investment advisory contract, signed between the intermediary institutions, portfolio management companies, investment banks and the clients. Opinions 
and recommendations contained in this report reflect the personal views of the  analysts  who supplied them. The investments discussed or recommended 
in this report may involve significant risk, may be illiquid and may not be suitable for all investors. Investors must make their decisions based on their 
specific investment objectives and financial positions and with the assistance of independent advisors, as they believe necessary.    

The information presented in this report has been obtained from public institutions, such as  Istanbul Stock Exchange (ISE), Capital Market Board of 
Turkey (CMB), Republic of Turkey, Prime Ministry State Institute of Statistics (SIS), Central Bank of the Republic of Turkey (CBT); various media 
institutions, and other sources believed to be reliable but no independent verification has been made, nor is its accuracy or completeness guaranteed. 

All information in these pages remains the property of İş Investment and as such may not be disseminated, copied, altered or changed in any way, nor 
may this information be printed for distribution purposes or forwarded as electronic attachments without the prior written permission of İş Investment. 
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ACIBD
million USD 2003/12 2004/12 2005/12 2006/09 2006E 2007E 2008E
Income Statement
Net Sales 78.8 114.7 170.4 171.3 229.2 270.7 334.0
Cost Of Sales -63.2 -99.1 -134.5 -137.3 -189.6 -223.1 -279.7

Depreciation -14.0 -26.8 -43.4 -28.9
Labour -84.4 -117.3 -129.7 -181.6

Doctors -50.6 -68.1 -80.4 -99.2
Others -33.7 -49.2 -49.2 -82.4

Overhead -12.1 -15.5 -15.5 -27.4
Rent -4.5 -4.5 -4.5 -9.0
Others -7.6 -11.0 -11.0 -18.4

Equipment & Supplies -24.1 -30.0 -34.5 -41.7
GROSS PROFITS/LOSSES 15.6 15.6 35.9 34.0 39.6 47.7 54.4
Operating Expenses -6.3 -8.8 -22.8 -19.6 -24.7 -26.4 -28.3

Marketing, Selling & Distribution Expenses -3.4 -4.6 -5.4 -6.7
General Admin Expenses -19.4 -20.2 -21.0 -21.6

NET OPERATING PROFITS 9.3 6.8 13.1 14.4 14.8 21.3 26.1
Income & Expenses From Other Operations 4.1 5.2 6.9 -0.8 4.0 5.0 6.0
Financial Expenses -0.7 -0.8 -3.6 -10.5 -9.3 -17.0 -11.4
Net Changes on Monetary Positions -0.5 -1.3 0.0 0.0 0 0 0
MINORITY INTERESTS -0.2 0.2 -1.1 -0.4 -5.0 -5.0 -5.0
INCOME BEFORE TAXES 12.0 10.0 15.3 2.7 4.5 4.3 15.7
Taxation on Income -2.3 0.0 -1.4 0.1 -0.9 -0.9 -3.1
NET PROFIT AFTER TAXES 9.7 10.0 13.9 2.7 3.6 3.5 12.5


