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Expertise in cancer-care and expansion to the fore...

adding life to years

e HCG network encompasses 22 comprehensive cancer centres and three

About the stock: HCG operates one of the largest private cancer care networks in ()
India with end-to-end solutions available under a single corporate entity. The "6
company is pioneer in introducing technological advancements in cancer ©
treatments such as Linear accelerators, Radiation machine, CyberKnife, Digital PET, Rl AL e (AL g‘
Robotics among others. It also operates fertility treatment centre chain Milann Market Capitalisation ~ Rs 4796 crore -
which offers seven fertility centres in India. Debt (FY23) Rs 901 crore c
Cash (FY23) Rs 197 crore O
B ) i . ) EV Rs 5500 crore o
multi-specialty hospitals. HCG India, capacity beds: 1926 - - -

Equity capital Rs 139 crore o

Face value Rs 10 U

e Revenue mix Q3FY24: Hospitals: 96%, Milann: 4%; occupancy Q3FY24:
59.8%; ARPOBD Q3FY24: Rs 42788. Shareholding pattern

R (in %) Mar-23 Jun-23 Sep-23 Dec-23
Investment Rationale

Promoter 714 714 713 713

e Q3FY24 results- Revenue growth strong but EBITDA growth muted — Dl 55 6.6 7.9 8.5
Revenues grew 11% YoY to Rs 470 crore, driven by 19% growth in Fil 6.4 6.5 6.3 6.4
emerging centres, whereas matured centres grew 8%. EBITDA grew 4% Others 8.7 156 1.5 B9

YoY to Rs 79 crore and the lower delta was attributable to higher employee

costs and other expenses besides lower occupancy which was attributable

to Chennai floods and scaling back of operations in one of the Bengaluru 400 4 23000
hospitals. EBITDA margins stood at 16.7%. Overall ARPOBD was at Rs 300 M 17500
42788 up 16% YoY. Overall occupancy however was down to 59% against
65% in Q3FY23. 200 1 12000
e Margins expansion to stem from operational efficiencies, higher profits 100 1 6500
from emerging centres; ARPOB growth to sustain — The bed expansion 0 — 1000
phase continues for HCG with a plan to add ~350 beds over the next three § “ % N % m %
years in Ahmedabad, Baroda, Bangalore and Indore among others. The g 8§88 2 8 ¢
management expects EBITDA margins to reach to around ~20% in the due HCG(LHS) ——— NSE500 Index
course on the back of better case mix, improving occupancies and better
payee mix. The management expects ARPOB growth to sustain on the
back of better technology and advancement in the emerging centres. e Acquisition of Indore based SRJ CBCC

Cancer hospital at Indore

Rating and Target price

. . . . . . Key Risk: (i) Delayed back of th
e With growing cancer instances and better diagnosis mechanism, we *  Key Risk: (i) Delayed payback of the

believe the company is well poised to tap the incremental opportunities.
Growing coverage of private insurance is also an important lever for better
payee mix. We expect Sales, EBITDA and PAT to grow at a CAGR of 12%,
15% and 88% during FY23-26E. Our assumption is based on 7-8% of
ARPOB growth p.a. in both the existing and emerging centres with i

o - Siddhant Khandekar
occupancies ranging between 62-65%. We have assumed ~175 beds siddhant khandekar @icicisecurities.com
additions till FY26E.

announced capex (ii) Possible
Government action to regulate
procedure charges
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e  Our SOTP valuation is Rs 425 based on 13x FY26E Matured Hospitals
EBITDA,14x FY26E Emerging Hospitals EBITDA, 1x FY26E Milann Sales.

Key Financial Summary

3 year CAGR

Key Financials FY20 Fy21 FY22 FY23 FY24E FY25E FY26E 3 year CAGR

(Rs Crore) (FY20-23) (FY23-26E)
Revenues 1095.6 1013.4 1397.8 1697.5 16.0 1924.7 2165.0 2390.7 12.1
EBITDA 159.9 126.2 236.5 298.7 23.0 325.6 384.5 448.6 14.5
EBITDA margins (%) 14.6 12.5 16.9 17.6 16.9 17.8 18.8
Net Profit -125.5 -193.5 53.7 29.4 LP 53.3 106.6 196.1 88.3
EPS () -7.7 7.2 2.9 2.1 3.8 7.7 14.1
PE (x) NA NA 89.3 163.4 89.9 45.0 24.5
EV to EBITDA (x) 38.2 45.4 23.3 18.4 17.4 14.2 11.4
ROCE (%) 1.0 -0.9 507 8.1 92" 1117 13.7
ROE NA NA NA 3.4 6.2 11.1 16.9

Source: Company, ICICI Direct Research
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Quarterly summary

(Rs crore) Q3FY21 Q4FY21 QIFY22 Q2FY22 Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24  YoY (%)  QoQ (%)
Net Sales 2729 2970 3224 3513 3572 3639 4073 4192 4239 4410 4597 4860  468.8 10.6 -35
Other Operating Income 1.1 1.0 0.7 0.7 0.8 0.7 0.7 0.8 0.8 0.7 1.0 1.0 0.9 195 5.2
Total Operating Income 2740 298.1 323.1 352.0 3581 364.6 408.1 4200 4247 4417 460.7 4870  469.7 10.6 -35
Raw Material Expenses 64.3 73.2 83.1 91.2 89.5 91.0 97.8 1024 1075 1164 1179 1209 1139 6.0 5.7
% of Revenue ¥ 2357 2467 2577 2597 2507 2507 2407 2447 2537 2647 2567 2487 243 -106bps  -57 bps
Gross Profit 209.7 2249 2400 2608 2685 2736 3103 317.6 3172 3253 3428 366.1 3558 122 -2.8
Gross ProfitMargin (%) 7 7657 7547 7437 7417 7507 7507 7607 7567 7477 736”7 744" 7527 757 106bps 57 bps
Employee Expenses 51.2 53.8 55.8 56.1 61.1 60.7 68.7 68.3 69.2 68.9 76.9 77.2 77.3 11.7 0.2
% of Revenue 18.7 18.1 17.3 15.9 17.1 16.6 16.8 16.3 16.3 1567 1677 158 165 16bps  62bps
Other Expenditure 1205 1308 1324 1429 1456 1498 1694 1746 1724 180.1 1916 2043  199.8 15.9 22
% of Revenue 44.0 43.9 41.0 40.6 40.7 411 415 41.6 40.6 40.8 416 42.0 425 193bps  58bps
Total Expenditure 2359 257.8 2713 2902 2962 3015 3359 3453 3492 3654 3864 4023  391.1 12.0 2.8
% of Revenue 86.1 86.5 84.0 82.5 82.7 82.7 82.3 82.2 82.2 82.7 83.9 82.6 833 103bps  64bps
EBITDA 38.1 40.2 51.8 61.7 61.9 63.2 72.2 74.7 75.5 76.3 74.3 84.7 78.7 4.2 7.1
EBITDA Margin (%) 13.9 135 16.0 17.5 17.3 17.3 17.7 17.8 17.8 17.3 16.1 17.4 16.7 -103bps  -64 bps
Interest 28.7 25.9 26.4 23.2 24.0 24.1 25.0 25.8 27.1 25.6 25.6 26.9 29.5 8.8 9.6
Depreciation 41.8 38.4 37.8 38.0 41.4 41.1 39.7 40.8 40.8 422 41.0 43.2 442 8.3 2.2
Other Income 5.8 4.4 3.4 3.3 2.9 3.0 2.9 2.0 3.7 4.7 2.4 3.4 6.1 66.3 78.5
PBT ¥ 2667 -1977 897 387 06" 097 104" 100”7 1137 1317 102”7 180" 111”7 53.4 59.7
Total Tax -0.7 9.4 36 42.9 3.7 -13 7.9 47 7.1 75 6.9 7.1 7.7 8.7 8.1
Tax rate (%) 25 -47.9  -404 11325 -581.0 -144.6 76.2 47.2 62.8 5697 6767 398 69.4 665bps 2967 bps
PAT before MI -347 -1138 -125 1010 -4938 2.2 25 5.3 4.2 5.7 36 10.8 3.4 -19.5 -68.7
PAT Margin (%) -12.7  -382 -3.9 287  -13.9 0.6 0.6 1.3 1.0 1.3 0.8 22 0.7 -27bps -150bps
Valuation

Particulars FY26E Rs cr) Valuation Matrix Multiple (x) Enterprise value (Rs cr)

HCG Centres (Existing) 385.9 EV/EBITDA 13.0 5016.7

HCG Centres (New) 90.7 EV/EBITDA 14.0 1269.1

Milan Centres 70.1 EV/Sales 1.0 70.1

Net Debt FY26E (Rs cr) 340.2

Mcap Rs cr) 6015.7

No of shares (cr) 139

Per Share Value (Rs) 435.0

cmp 345.0

up/Down 26%

ICICI Securities | Retail Research
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Financial Tables

Profit and loss statement (Rs Crore) Cash Flow Statement (Rs crore)

Year-end March

Total Operating Income
Growth (%)

Raw Material Expenses
Gross Profit

Gross Profit Margins (%)
Employee Expenses

Other Expenditure

Total Operating Expenditure
EBITDA

Growth (%)

Interest

Depreciation

Other Income

PBT before Exceptional Items
Less: Exceptional ltems
PBT after Exceptional ltems
Total Tax

PAT before MI

Minority Interest

PAT

Growth (%)

EPS (Adjusted)

FY23
1,697.5
214
424.1
1,2735
75.0
275.1
696.6
1,395.8
298.7
26.3
103.5
163.5
13.2
449
0.0
449
273
176
-11.7
294
-45.4
2.1

FY24E
1,924.7

134"
4755
1,449.2
753
3149
808.7
1,599.1
3256
9.0
1114
1702
184

625"
04

629"
308

3217
213
533
817
38

FY25E  FY26E
2,1650 23907
1257 104
5196 5555
16454 18352
76.0 7638
3628 3939
8981 9928
17806 19421
3845 4486
18.1 167
1027 87.8
1958 2025
207 229
10677 1812
0.0 0.0
1067”7 1812
427 63.4
6407 1178
-425  -783
1066  196.1
998 840
7.7 14.1

Balance Sheet (Rs crore)

Year-end March

Equity Capital

Reserve and Surplus
Total Shareholders funds
Total Debt

Deferred Tax Liability
Minority Interest
Long-Term Provisions
Other Non Current Liabilities
Source of Funds

Gross Block - Fixed Assets
Accumulated Depreciation
Net Block

Capital WIP

Fixed Assets

Goodwill on Consolidation
Investments

Deferred Tax Assets

Long Term Loans and Advances
Other non-Current Assets
Inventory

Debtors

Loans and Advances
Other Current Assets
Cash

Total Current Assets
Creditors

Provisions

Other Current Liabilities
Total Current Liabilities
Net Current Assets
Application of Funds

FY23
139.1
721.4
860.5
901.2

124

89
132
359

1832.1

22312
859.5

13718

182

1,390.0

1812
97
53

1117

378"
383

3025

18
411"

19656

580.3

2485

17.1
2184
4839
96.4
18321

FY24E
1393
7185
857.8
980.2

136
27
148
35.1
1904.1"
2,500.1
1,029.6
1,4705"
23.1
1,4935"
1812
9.8
5.4
1327
278"
416
3331
24
707
125.9
5736"
2797
189
2213
519.9
537
1,904.1

FY25E  FY26E
1393 1393
8251 10212
964.4 1,160.4
8544 7300

150 165
30 33
162 179
386 424
1,8915" 19704
26001 2,675.1
12254 14279
13747 12472
23.1 231
1397.8" 12703
1812 1812
98 98

57 6.0
1393 1463
29.1 307
469 50.2
3559 3930
26 29
779" 855
1944 3897

67767 9212

2847  304.4

208 229
2434 2678
5489 5950
1287 3264
18915 1970.4

Year-end March

Profit/(Loss) after taxation

Add: Depreciation & Amortization
Net Increase in Current Assets
Net Increase in Current Liabilities
Others

CF from Operating activities

Investments

(Purchase)/Sale of Fixed Assets
Others

CF from Investing activities

Proceeds from Equity
(inc)/Dec in Loan
Interest paid

Other

CF from Financing activities

Net Cash Flow

Cash and Cash Equivalent
Cash

Free Cash Flow

FY23
222
163.5
-104.2
58.3
1118
251.6

-5.4
-125.7
-2.0
-133.0

0.9
-73
-95.6
-38.0

-140.1

-215
197.5
176.0
1259

FY24E
53.3
170.2
-64.2
36.0
1114
306.7

-0.1
-273.7
-15.4
-289.2

0.0
79.0
-1114
0.0

-32.4

-14.9
196.6
181.8

33.0

FY25E
106.6
195.8
-35.4

29.0
102.7
398.6

0.0
-100.0
-1.7
-101.7

0.0
-125.8
-102.7

0.0

-2285

68.5
1259
194.4
298.6

FY26E
196.1
2025
-48.4
46.1
87.8
484.0

1954
194.4
389.7
409.0

Ratio Analysis

Year-end March

Per share data (Rs)
Reported EPS

Cash EPS

BV per share

Cash per Share
Dividend per share
Operating Ratios (%)
Gross Profit Margins
EBITDA margins
PAT Margins

Cash Conversion Cycle
Asset Turnover
EBITDA conversion Rate
Return Ratios (%)
RoE

RoCE

RolC

Valuation Ratios (x)
P/E

EV/EBITDA

EV /Net Sales
Market Cap / Sales
Price to Book Value
Solvency Ratios
Debt / EBITDA

Debt / Equity
Current Ratio

Quick Ratio
Inventory days
Debtor days
Creditor days

Net Debt/Equity

FY23

2.1
13.9
61.9
14.1

0.0

75.0
17.6
17
-115.8
1.2
84.2

3.4
8.1
8.4

163.4
18.4
3.2
2.8
5.6

3.0
1.0
0.8
0.7
330
65.0
2138
0.82

FY24E

3.8
16.1
61.7

9.1

0.0

753
16.9
28
-119.6
13
94.2

6.2
9.2
8.9

89.9
17.4
29
25
5.6

3.0
11
0.9
0.8
320
63.2
2147
1.00

FY25E

7.7
218
69.4
14.0

0.0

76.0
17.8
4.9
-107.0
1.6
103.7

111
111
113

45.0
14.2
25
22
5.0

2.2
0.9
0.9
0.8
330
60.0
200.0
0.68

FY26E

14.1
28.7
83.5
28.0
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂICICI direct.com NC1
Invcslnunu'o'::ow Fingertips BROKER
ICICI Securities Ltd. |@l 755 asmins
N Analyst Award 2012 -
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar -Inter CA, Research Analysts, 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. 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.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. 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
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. 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.

Investments 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. Anoop Goyal

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

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 Retail 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 Institutional 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 ICIC| 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 whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future
performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as 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 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.
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