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Healthcare

Q1FY25 preview: FY25 to start on a positive note

Healthcare services companies under our coverage are likely to report strong Q1FY25E earnings. Heatwave in parts of the
country in early half of Q1FY25, followed by pick up in monsoons may have driven better volumes for diagnostic tests and
occupancies for hospitals in Q1FY25. Hospitals are likely to report revenue/EBITDA/PAT growth of 13%/29%/45% YoY in
Q1FY25E. Backed by volume growth of ~10%, we expect diagnostic companies to report steady growth of 14%/17%/20%
YoY in revenue/EBITDA/PAT, respectively. Our top picks in healthcare services space are KIMS, Dr. Lal and Metropolis.

Hospitals - preview synopsis Abdulkader Puranwala

Revenue for our coverage universe is likely to grow 13% YoY (+3% QoQ) to INR  abdulkader.puranwala@icicisecurities.com
80.8bn in Q1FY25E led by better in-patient volumes. EBITDA margin may +?1 2 EI SRR

surge 202bps YoY (+1bps QoQ) to 16.2% on better surgical and payor mix. :if::sshl;ittz;)(l@icicisecurities com

PAT is likely to grow 45% YoY (2% QoQ) to INR 5.3bn. ' '

Fortis’ EBITDA to grow the fastest in the pack

Improvement in hospital margins is likely to drive robust 38.2% YoY EBITDA
growth for Fortis’. Apollo is likely to register EBITDA growth of 32.4% YoY
driven by hospital business and improvement in profitability of HealthCo.
KIMS’ margin may be under pressure due to the addition of Sunshine Hospital;
we expect a decline of 72bps YoY (+12bps QoQ) in EBITDA margin to ~25.2%
(EBITDA growth of 10% YoY). HCG is likely to report 18% YoY jump in EBITDA
to INR 874mn due to better traction across its network.

Diagnostics — preview synopsis

Diagnostics chains are poised for a strong Q1FY25 backed by better volumes
and improvement in realisations. Revenue for our coverage universe is likely to
surge ~14% YoY (+3% QoQ); EBITDA margin may increase 62bps YoY (69bps
QoQ) due to operating leverage and price increases. Q1FY25E EBITDA and
PAT for coverage universe may rise 17%/20% YoY, respectively.

Better pricing, volumes improving dynamics for diagnostics

i) Dr. Lal is likely to report 13.3% YoY surge in revenue to INR 6.1bn in
Q1FY25E. The company is trying to deepen its presence in North and East India
by opening more labs and spokes in tier 3-4 cities. EBITDA margin may
increase 38bps YoY (87bps QoQ) to 27.4%, while absolute EBITDA may grow
15% YoY. PAT is likely to grow 24% YoY (21% QoQ). ii) Metropolis may report
13% YoY rise in revenue, driven by test/patient volume growth of 9.5%/7%,
respectively. EBITDA margin may surge ~98bps YoY to ~23.7% while PAT is
will grow at 16% YoY. iii) Vijaya is likely to grow its revenue at a pace of 19%
YoY, supported by the acquisition of PH. EBITDA margin may expand 45bps
YoY (-46bps QoQ) to ~40.2% while PAT may grow 10% YoY. iv) Thyrocare’s
revenue may rise 15% YoY led by revision of incentives for franchisee partners.
EBITDA and PAT are likely to grow at a faster pace of 17% and 25%,
respectively, in Q1FY25E.

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

Q1FY25E Q4FY24 Q1FY24 QoQ (%) YoY(%)|QIFY25E Q4FY24 QIFY24 QoQ (% YoY(%)|Q1FY25E Q4FY24 Q1FY24 QoQ (%) YoY(%)
Apollo 50,658 49,439 44,178 25 14.7 6,738 6,405 5,090 32.4 2,485 2,538 1,666 (2.1) 49.2
KIMS 6,858 6,338 6,060 8.2 13.2 1,728 1,590 1,571 8.7 10.0 780 655 808 19.2 (3.4)
Fortis 18,174 17,859 16,574 1.8 9.7 3,762 3810 2,725 (1.3) 38.1 1,830 1,764 1,107 3.8 65.3
HCG 5,171 4946 4,607 4.5 12.2 874 920 743 (5.0) 17.6 158 174 54 (9.2) 194.3
S:"‘I’f;:‘sie 80,861 78,582 71,419 29 132 13,102 12,725 10,128 30 294 5253 5130 3,635 24 445
Source: Company data, I-Sec research

Key financials — diagnostics
Company Revenue (INR mn) EBITDA (INR mn) PAT (INR mn)

Q1FY25E Q4FY24 QIFY24 QoQ (%) YoY(%) QIFY25E Q4FY24 QI1FY24 QoQ (%) YoY(%)|QLFY25E Q4FY24 QIFY24 QoQ (%) YoY(%)
Dr Lal 6,128 5,454 5,410 12.4 13.3 1,679 1,447 1,462 16.0 14.9 1,023 845 826 21.1 239
Metropolis 3,132 3,310 2,771 (5.4) 13.0 742 800 629 (7.2) 17.9 334 364 288 (8.2) 16.0
Vijaya 1,442 1,552 1,210 (7.1) 19.1 580 631 481 (8.1) 20.5 289 335 262 (13.7) 10.1
Thyrocare 1,553 1,543 1,349 0.7 15.1 407 338 347 20.3 17.2 217 173 174 25.3 24.7
Sz‘l’\:fs%e 12,255 11,859 10,740 33 141 3,408 3216 2,920 60 167 1863 1717 1550 85  20.2
Source: Company data, I-Sec research

Key financials — medical devices

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

Company

Polymedicure

Tarsons
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Company Price Rating

(INR) FY24 FY25E FY26E FY24 FY25E FY26E FY24 FY25E FY26E FY24 FY25E FY26E
Apollo 6,100 HOLD 61.8 884 1169 9.4 11.6 13.6 102.8 718 54.3 40.5 316 258
KIMS 2,315 BUY 38.8 45.9 55.3 11.1 11.2 12.1 55.3 46.7 387 28.2 23.0 18.9
Fortis 500 ADD 7.8 9.6 12.4 6.4 7.9 9.1 61.8 49.8 38.8 29.0 23.6 19.2
HCG 410 ADD 33 5.3 8.8 5.7 6.9 8.7 109.8 21.7 41.0 18.2 16.2 12.6
Dr Lal 2,660 ADD 42.8 53.9 64.8 17.8 20.1 20.7 69.1 54.9 45.7 39.3 321 26.9
Metropolis 2,160 ADD 25.4 36.8 49.1 10.7 14.2 17.5 81.0 56.0 41.9 37.2 28.7 228
Vijaya 700 HOLD 11.8 155 195 16.0 17.7 18.7 66.7 49.7 39.7 36.7 27.4 225
Thyrocare 750 BUY 133 16.7 211 13.7 16.4 19.1 48.0 384 30.3 23.7 19.6 15.7
Poly' 1,860 ADD 26.9 35.0 43.8 17.3 18.9 20.0 79.0 46.8 375 56.6 335 26.4
Medicure
Tarsons 445 ADD 8.0 125 13.9 6.2 7.9 83 62.5 40.2 36.0 29.2 218 18.9

Valuation summary

Source: Company data, I-Sec research

India | Equity Research



Healthcare | Quarterly Preview | 13 July 2024

Key developments in Q1FY25

Company Key Highlights

Mrs. Kavitha Dutt has been appointed as an Independent Director on the Board of Apollo

Healthco Limited after cessation of Mr. Vinayak Chatterjee
Apollo In a two-step deal, which includes merger and stake investment, AHL, the omni-channel pharmacy arm of AHEL, has
Hospitals announced plans to raise Rs 2,475 crore in equity capital from PE firm Advent International for a 12.1 per cent stake. The deal
also takes into account merger of promoters-owned Keimed Private Limited, India's leading wholesale pharmaceutical
distributor, over the next two years.
KIMS Hospital Bengaluru Private Ltd, a subsidiary, has signed 25-year lease to open a 350-bed superspecialty hospital at the
Peoples Education Society (PES) campus in Bengaluru’s Electronic City.
Company announced on June 28, 2024 that it will split one of its equity share of face value INR 10, into five equity shares
with a face value of INR 2 each.
Dr. Ritu Garg- Chief Growth & Innovation Officer, Mr. Bidesh Chandra Paul- Group Head Supply Chain Management have
been designated as Senior Management Personnel.
Further Mr. Rajeev Kumar Dua (erstwhile Head Business Development & Supply Chain Management) has been entrusted with
a new role and is now designated as Vice
Fortis President - M&A
Designated Dr. Prem Kumar Nair (a Non- Executive Director) as the Vice-Chairman of the
Board of the Company. Recommended re-appointment of Dr. Ashutosh Raghuvanshi as Managing Director (designated as
Managing Director & Chief Executive Officer) for a further period of two years effective from March 19, 2025, not liable to
retire by rotation
The company acquired 51 per cent stake in 196-bedded Vizag Hospital with remaining 49 per cent equity to be acquired

KIMS

HCG .
later in two tranches.
Vijaya Vijaya acquired 29.16% stake in the loss-making listed diagnostics firm Medinova Diagnostic Services and announced open
Diagnostics offer to buy 26.14% from the shareholders of the latter.
. NCLT Chennai bench approved the dissolution of Dr. Ganesan's Hitech Diagnostic Centre Private Limited (a wholly owned
Metropolis -
subsidiary of the Company)
Dr Lal Mr. Bharath U, Chief Executive Officer (Key Managerial Personnel) of the Company has resigned and requested to relieve him

from the services of the Company, on or before May 20, 2024.
The Board has approved raising of funds to the tune of amount not exceeding INR 10bn by way Qualified Institutional

Polymedicure Placement (QIP)

Source: I-Sec research, Company data

Better in-patient volumes to drive growth EBITDA margins of coverage universe is likely to
remain stable
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Net profit for our hospital coverage universe

to surge 45% YoY
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Revenue of diagnostic companies continues to

grow in double digits
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Operating leverage and price hikes to boost
margins for diagnostic companies
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Net profit of diagnostic universe to grow 20%

YoY
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Price charts
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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; Nisha Shetty; 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
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ICICI Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
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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
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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
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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