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Buoyancy to sustain despite initial Omicron scare...

Hospitals had to deal with the Omicron Covid wave in the first half of Q4 but
since the reported hospitalisation rate was significantly lower than Delta
variant, we expect occupancy levels to have recovered swiftly. Amid optical
initiatives like tele-consultation, digital app based drives for treating patients
at remote locations, zoning of patients besides higher focus on insurance/out
of pocket payees, we expect the hospitals universe to maintain Q3FY22
momentum, if not surpass it.

Primarily IPD (surgeries and diagnostics) contribute bulk of revenues to
hospitals, which would have taken mild downturn during the peak of
Omicron wave in this quarter. Had it not been the initial Omicron fracas the
sequential growth expectation could have been slightly better. International
patient mix is expected to be below pre-Covid level due to continued curbs
on inbound airlines.

I-Direct hospitals are expected to report sequentially flattish quarter mainly
due to Covid led loss of revenue, which is likely to be offset by pent-up
demand from elective surgeries. We expect the |-direct hospitals universe to
post QoQ flat revenues at ¥ 7761.7 crore.

EBITDA to increase 2.4% QoQ; margins at ~16.5%

Post the onset of Covid, hospitals rather than keeping doctors on fixed
payroll, have increasingly adopted margin accretive model wherein doctors
share a percentage of consulting fee and IPD income, for surgeries done in
the hospital premises. In addition, maturing profile of hospitals, reduction in
ALOS along with ramp up in occupancy and ARPOB levels have moved the
hospitals to a better margin profile. During Q4, hospitals were well equipped
operationally to perform electives amid inflow of Covid patient-mix during
the Omicron wave.

EBITDA of the I-direct hospital universe is expected to increase 2.4% QoQ to
3 1279 crore. EBITDA margins are likely to remain healthy at ~ 16.5%.

On the company'’s front, Aster DM is likely to post a 180 bps QoQ increase in
EBITDA margins mainly due to likely normalisation in GCC operations.

Adjusted PAT to increase 2.2% QoQ

Adjusted PAT of the I-direct hospital universe is expected to grow ~ 2.2%
QoQ to ¥ 506 crore.

Exhibit 1: Estimates for Q4FY22E (X crore)

Company Revenue Change (%) EBITDA Change (%) PAT Change (%)
04FY22E YoY Qo0 04FY22E YoY Qo0 04FY22E YoY Qo0

Apollo Hospitals 3613.0 26.0% -0.7%  566.48 37.6% -3.5%  215.66 43.4% -5.6%
Narayana Hrudayalaya 951.2 13.5% -0.9% 1711 21.0% -2.2% 84.1 23.6% -13.7%
Aster DM 26714 11.7% 0.8% 449.4 40.0% 13.2% 191.2 81.4% 28.9%
Healthcare Global 3555 19.3% -0.7% 61.6 53.1% -0.4% 0.3 NA PL
Shalby 170.6 17.6% 5.1% 304 -20% 7.7% 15.4 56.8% -11.5%
Total 7761.7 18.7% -0.1% 1279.0 35.3% 2.4% 506.0 55.9% 2.2%

Source: Company, ICICI Direct Research
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Expected margins in hospitals

EBITDA Margins Q4FY22E Q4FY21 Q3FY22
Apollo Hospitals 15.7% 14.4% 16.1%
Narayana Hrudayalaya 18.0% 16.9% 18.2%
Aster DM 16.8% 13.4% 15.0%
Healthcare Global 17.3% 13.5% 17.3%
Shalby 17.8% 21.4% 17.4%
Hospitals Coverage 16.5% 14.5% 16.1%

Expected growth in Pharmacy

Pharmacy (% crore)  Q4FY22E YoY (%) QoQ (%)
Apollo Hospitals 1,330.6 18.9% 1.8%
Aster DM 614.9 10.0% 1.1%
Total 1,9455 16.0% 1.6%
(% crore) Q4FY22E YoY (%) QoQ (%)
Apollo Hospitals AHLL 336.8 60.0% 7.5%
Aster DM Clinics 645.7 10.0% 1.4%
Total 9825 23.2% 3.4%
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Exhibit 2: Company Specific view

Company Remarks
Revenues are likely to remain flat QoQ at ¥ 3613 crore. Hospitals segment revenues are
expected to decline 4% QoQ to T 1946 crore, mainly due to lower realisations during
Apollo  Omicron wave. Pharmacy sales are expected to increase 2% QoQ to ¥ 1331 crore while
Hospitals AHLL business is likely to grow 8% QoQ to T 337 crore. EBITDA margins are likely to
decline 45 bps QoQ to 15.7% and EBITDA is expected to post de-growth of 3% QoQ to ¥
566 crore. Adjusted PAT is expected to decline 5.6% QoQ to T 216 crore
Revenues are expected to remain flat QoQ at T 2671 crore. Aster's GCC operations is
expected to grow 2% QoQ to T 2147 crore while the India business is likely to de-grow 5%
Aster DM QoQ to ¥ 586 crore. EBITDA margins are likely to increase 184 bps QoQ to 16.8% due to
likely uptick in margins for GCC hospitals. EBITDA is expected to grow 13% QoQ to T 449
crore. Net profit is expected to be up 29% QoQ to T 191crore
Revenues are likely to remain flat QoQ at ¥ 951 crore due to quarter being partially
Narayana impacted by Omicron wave. EBITDA margins are likely to remain steady QoQ at 18% while
Hrudayalay EBITDA is expected to decline 2% QoQ to ¥ 171 crore. Adjusted profit is expected to
a decline 13.7% QoQ to X 84 crore. Delta vis-a-vis with EBITDA is expected due to higher tax
rate
Revenues are likely to remain flat QoQ at ¥ 356 crore with both existing and new centres
Healthcare expected to continue turnaround momentum. EBITDA margins are likely to remain flat QoQ
Global at 17.3% and EBITDA for Q4 is expected to be ¥ 62 crore. HCG is expected to post
adjusted loss of ¥ 30 lakh in Q4FY22
Revenues are likely to be up 5% QoQ to ¥ 171 crore with both owned hospitals and
consensus business expected to grow sequentially. EBITDA margins is expected to
Shalby increase 43 bps to 17.8%. EBITDA is expected to grow 7.7% QoQ to ¥ 30 crore. Adjusted
profit is expected to decline 12% QoQ to ¥ 15 crore. Delta vis-a-vis with EBITDA is
expected due to higher tax rate

Expected growth in Mature Hospitals

Hospitals

(% crore)

Apollo Hospitals
Narayana Hrudayalay:
Aster DM

Healthcare Global
Shalby*

Total

Mature

Q4FY22E YoY (%) QoQ (%)
1377.7 30.0%

1

3,

642.3
253.1
2731

96.3
642.4

8.5%
8.7%
13.6%
60.3%
17.3%

-2.4%
0.7%
0.8%

-0.6%
4.1%

-0.5%

Expected growth in New Hospitals

Hospitals

(% crore)

Apollo Hospitals
Narayana Hrudayalay:
Aster DM

Healthcare Global
Shalby*

Total

New

Q4FY22E YoY (%) QoQ (%)

1,

567.9
100.4
219.9
81.4
55.4
025.0

26.7%
37.3%
33.2%
41.1%

-34.8%

23.7%

1.7%
5.4%
2.7%
-2.3%
5.0%
2.1%

Source: Company, ICICI Direct Research

Shalby*: YoY change in maturity profile

Exhibit 3: ICICI Direct Coverage Universe (Hospitals)

Company I-Direct CMP TP Rating M Cap EPS () PE(x) RoCE (%) RoE (%)

Code (] (N (Rcr) FY21 FY22E FY23E FY24E FY21 FY22E FY23E FY24E FY21°Y22E FY23E FY24E FY21°Y22E FY23E FY24E
Hospitals
Apollo Hospitals APOHOS 4549 5,480 Buy 65404 7.9 672 813 1055 578.7 677 559 431 63 164 182 207 25175 181 199
Narayana Hrudalaya NARHRU 738 765 Buy 15082 -0.7 07 201 228 NA NA 366 324 12 12 224 25 13 13 223 203
Shalby SHALIM 131 170 Buy 1419 39 39 57 72 335 335 229 183 65 65 96 105 51 5.1 67 19
Aster DM ASTODM 190 250 Buy 9481 30 30 176 NA 642 642 108 NA 54 92 129 NA 44 135 184 NA
Healthcare Global HEAGLO 292 240 Hold 3655 -21.7 60 35 NA NA 486 827 NA 09 52 17 NA NA NA 34 NA
Source: ICICI Direct Research
ICICI Securities |Retail Research 2



ﬂ Result Preview | Q4FY22E ICICI Direct Research

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 categorises 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: -56% to -15%;

Sell: <-15%
Nt | )
jﬂlCICIu':/w:'I<'un,‘} '1 ‘
!»-ulnvvn,n'l;:lurlm.uh;: | BHOB\(ER ‘
ICICI Securities Ltd. 7S STARMINE § ‘
= E-’-;‘a‘vst»\-.-.‘afd 2012 -/
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities |Retail Research 3



ﬂ Result Preview | Q4FY22E ICICI Direct Resea

ANALYST CERTIFICATION

1/We, Siddhant Khandekar, Inter CA, Raunak Thakur, PGDM, Kush Mehta, 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 — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. 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 g lly 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

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 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
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.

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.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, 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 requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in
all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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