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Healthcare

Set for strong volume driven growth

Healthcare services companies are likely to report a strong quarter. Hospitals under our coverage are likely to report
QA4FY?24E revenue/EBITDA/PAT growth at 14%/25%/47% YoY, Better inflow of patient volumes, rise in surgical revenue,
M&A and bed expansion plans chalk out a steady growth path for most listed hospitals. Diagnostic companies are expected
to be on a strong footing as competitive intensity in normalizing and companies are selectively increasing prices. Backed
by volume growth of 9-10%, we expect diagnostic companies to report steady growth of 12%/25%40% YoY in
revenue/EBITDA/PAT in Q4FY24E. Our top picks in healthcare services space are Apollo Hospitals, Dr. Lal and Thyrocare.

Hospitals - preview synopsis Abdulkader Puranwala

Revenue for our coverage universe is likely to grow 14% YoY (+2% QoQ) to INR abdulkader.puranwala@icicisecurities.com
60.1bn in Q4FY24E due to better in-patient volumes. EBITDA margin may +912268077339

surge 130bps YoY (+80bps QoQ) to 15% in a seasonally strong quarter. PAT

is likely to grow 47% YoY (12% QoQ) to INR 3.6bn.

Apollo to grow the fastest among the pack

Apollo is likely to register EBITDA growth of 35% YoY driven by its hospital
business and a turnaround in its online pharmacy business. KIMS may witness
a dip of 300bps YoY (+100bps QoQ) in EBITDA margin to ~25.3% (EBITDA
growth of 2% YoY) due to the addition of medical staff and restarting of
operations at a hospital under Sunshine. HCG is likely to report a nominal 10%
YoY jump in EBITDA to INR 837mn.

Diagnostics — preview synopsis

Revenue for our coverage universe is likely to surge ~12% YoY (-5% QoQ) as
the pricing intensity is normalizing and companies are taking price hikes on
specialized portfolio. Threat from online competitors is reducing as they have
reduced discounts offered on their platforms to march towards improvement
in profitability. Volume growth however continues to be in single digit due to
reduction in sample sourcing from hospitals. EBITDA margins are likely to jump
290bps YoY (175bps QoQ) due to operating leverage and price increases.
Q4FY24E EBITDA and PAT for coverage universe are likely to rise 25%/40%
YoY, respectively.

Better pricing, volumes improving dynamics for diagnostics

i) Dr. Lal is likely to report 11% YoY surge in revenue to INR 5.4bn in Q4FY24E.
It is now expanding across tier-3 towns in North, South and Western regions.
On a low base, EBITDA margin may expand 320bps YoY (60bps QoQ) to
26.7%, while absolute EBITDA may grow 26% YoY. PAT is likely to grow 46%
YoY (2% QoQ). ii) Metropolis may report 10% YoY rise in revenue, its core biz
though has grown 15% YoY. EBITDA margin may shoot up by ~50bps YoY to
~25.4% while PAT is expected to 24% YoY. iii) Aided by acquisition of PH
Vijaya is likely to grow its revenue at a faster pace of 27% YoY. EBITDA margin
may expand 100bps YoY (220bps QoQ) to ~41.6% while PAT may grow 17%
YoY. iv) Thyrocare may have a moderate rise of 8% in revenue growth as it is
realigning it business strategy. On a low base EBITDA and PAT are likely to
grow at a faster pace of 50% and 101%, respectively, in Q4FY24E.

Please refer to important disclosures at the end of this report
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Key financials — hospitals

- Revenue (INR mn) EBITDA (INR mn) PAT (INR mn)
Company

Q4FY24E Q3FY24 Q4FY23 QoQ (%) YoY(%)|Q4FY24E Q3FY24 Q4FY23 QoQ (%) YoY(%)|Q4FY24E Q3FY24 Q4FY23 QoQ (%) YoY(%)

Apollo 49,322 48,506 43,022 1.7 146 6585 6,137 4,882 7.3 349 2679 2,453 1,445 9.2 85.4
KIMS 6,650 6,058 5,759 8.1 13.7 1657 1471 1632 12.6 1.5 842 718 933 17.1 (9.8)
HCG 4,808 4,699 4,417 2.3 8.9 837 808 763 35 9.6 104 64 84 63.5 24.7
Coverage

Universe 60,680 59,263 53,198 2.4 14.1 9,078 8416 7,277 7.9 248 3,625 3,235 2,462 12.1 47.3

Source: Company data, I-Sec research

Key financials — diagnostics

Revenue (INR mn) EBITDA (INR mn) PAT (INR mn)
ompany

Q4FY24E Q3FY24 Q4FY23 QoQ (%) YoY(%) Q4FY24E Q3FY24 Q4FY23 QoQ (%) YoY(%)| Q4FY24E  Q3FY24 Q4FY23 QoQ (%) YoY(%)

Dr Lal 5448 5389 4910 11 110 1455 1406 1,156 258 827 813 567 17 458
Metropolis ~ 3,111 2911 2,825 69 101 790 648 703 21.9 124 414 272 334 523 240
Vijaya 1534 1,327 1210 156 268 638 523 491 220 300 322 274 275 177 172
Thyrocare 1,473 1347 1359 9.3 84 370 316 247 173 501 251 153 125 642 1006
8?1\.’:;:5? 11,567 10,974 10,304 54 123 3254 2893 2597 125 253 1813 1511 1,300 20.0 395

Source: Company data, I-Sec research

Key financials — medical devices

Revenue (INR mn) EBITDA (INR mn) PAT (INR mn)

Company

QAFY24E Q3FY24 Q4FY23 QoQ (%) YoY(%)|Q4FY24E Q3FY24 Q4FY23 QoQ (%) YoY(%)| Q4FY24E Q3FY24 Q4FY23 QoQ (%) YoY(%)
Polymedicure 3,644 3,396 3,069 7.3 188 1,001 902 832 10.9 20.3 662 650 588 19 12.6

Tarsons 966 618 821 56.3 17.7 394 229 393 72.1 0.4 195 99 228 96.4 (14.6)

Source: Company data, I-Sec research

Valuation summary

. . o
Company Target Price  Rating EPS (INR) ROCE (%) P/E (x) EV/ EBITDA (x) —

(INR) FY24E  FY25E  FY26E| FY24E  FY25E  FY26E| FY24E  FY25E
Apollo 6,800 ADD 62.7 92.3 122.8 10.3 13.8 15.4 102.1 69.4 52.2 39.7 315 25.3
KIMS 2,315 ADD 419 50.8 59.9 125 135 14.1 47.3 39.1 331 24.7 20.1 17.4
HCG 390 ADD 2.4 6.1 9.1 5.2 8.6 10.6 160.3 63.5 42.2 18.7 16.9 14.2
Dr Lal 2,660 ADD 43.1 53.7 64.4 17.3 18.7 19.4 55.0 44.1 36.8 30.8 25.2 21.1
Metropolis 1,770 ADD 26.8 385 48.0 114 15.2 175 68.7 47.8 38.4 33.2 25.8 215
Vijaya 605 HOLD 12.0 15.7 195 16.4 17.9 18.7 57.1 43.6 35.0 31.7 23.9 194
Thyrocare 725 BUY 14.1 17.1 214 14.1 16.0 18.6 44.2 36.4 29.2 22.4 19.0 15.5
Poly Medicure 1,655 ADD 27.2 349 43.7 18.2 20.4 219 57.0 44.6 35.6 40.5 319 25.4
Tarsons 625 BUY 9.4 15.6 19.7 7.3 10.5 11.8 48.2 289 229 23.2 14.9 123

Source: Company data, I-Sec research
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Key developments in Q3FY24

Company Key developments

KIMS entered into definitive agreements for taking land on a 99-year lease and purchase of a building for the setting up of a new

KIMS Hospital at Thane. It would be a multi-specialty hospital with state-of-the-art tertiary and quaternary care facilities having a land
area of approximately 2.59 Acres and a total built-up area of 2.72 Lakh sq. ft. The proposed hospital will have a bed capacity of
300 beds and the investment in the project is expected to be ~INR 5bn.

HCG HCG has acquired remaining 49.5% stake in Hcg Eko Oncology LLP from Eko-diagnostic Pvt Ltd for INR 200mn on March 8, 2024.
In FY23 Hcg Eko Oncology LLP reported revenue of INR 400.3mn.
Management aims to invest INR 30bn for adding 2,000 beds in 3 years.

Apollo Hospitals Madhu Sasidhar appointed as president & CEO of Apollo's hospital division in Mar'24.

Thyrocare The company appointed Mr. Nitin Chugh as Chief Commercial Officer, effective from February 22, 2024.

CEO Bharath Uppilliappan has resigned from the company effective 3 March 2024. The board further appointed Shankha Banerjee

Dr. Lal as CEO effective 21st May 2024.

Source: Company data, I-Sec research

Exhibit 6: Surge in ARPOB and occupancies to Exhibit 7: EBITDA margins of coverage universe
drive growth on elevated base is expected to remain elevated
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Exhibit 8: Net profit for our hospital coverage Exhibit 9: Revenue of diagnostic companies set
universe to surge 47% YoY to grow in double digits
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Net profit of diagnostic universe to surge 40%

Operating leverage and price hikes to boost

YoY
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“In case of industry/sector reports or a report containing multiple stocks, the rating/recommendation for a particular stock may be based on the last released stock specific
report for that company.”

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return

ANALYST CERTIFICATION

I/We, Abdulkader Puranwala, MBA; authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc. It is also
confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and
do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807
7100. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager, Research Analyst and Alternative Investment Fund. ICICI
Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence.
ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities AIF Trust’s SEBI Registration number is IN/AIF3/23-24/1292 ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its
various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”),
the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies
that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as
opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view
the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional Research.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein
is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other
person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable
basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.
This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of
offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed
in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of
specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
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projections. Forward-looking statements are not predictions and may be subject to change without notice.
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ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or
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of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial
ownership of one percent or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.
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where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal, Contact number: 022-40701000, E-mail Address : complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122
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