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CMP: | 172    Target: | 170 (-1%)  Target Period: 12 months  

Healthcare Global Enterprises (HEAGLO) 

 HOLD 

December 15, 2020  

Waning leverage, improving scenario to the fore… 

Signs of a strong recovery amid sharp sequential growth of 28%, 75% in 

revenues, EBITDA, respectively, in Q2FY21, normalisation of OPD/IPD 

inflows as travel restrictions ease out point towards a better H2FY21 vis-à-

vis H1FY21. The domestic business has already reached near pre-Covid 

levels on the back of strong growth seen in Tier-II/III cities. Furthermore, 

revival of inter-state travel and resumption of medical tourism from 

neighbouring countries (like Bangladesh) is likely to reach pre-Covid levels 

by the end of FY21, which will further support financials. 

Comprehensive cancer treatment network; strong pedigree 

HCG operates one of the largest private cancer care networks in India with 

end-to-end solutions available under a single corporate entity. This consists 

of 22 comprehensive cancer centres that provide a single point destination 

for complete cancer care. Most centres are on a lease or rental basis with 

some in partnership with local doctors or hospitals. Owing to exclusive 

agreement with vendors, HCG procures equipment on a deferred payment 

basis. We expect revenues from cancer network to grow at 10% CAGR to  

| 1365 crore over FY20-23E on the back of a ramp up in new hospitals. 

Cancer – Rapidly growing, under reported segment in India  

Cancer is one of the fastest growing lifestyle diseases in India. High 

incidences of cancer in India can be attributed to rapid industrialisation, 

ageing population, lifestyle and food habits, poor immune conditions, 

genetic pre-disposition and hormonal imbalances, etc. As per Indian Council 

of Medical Research (ICMR), in 2018, total number of new cancer cases in 

India is estimated to be 15.7 lakh, which is likely to reach over 17.3 lakh by 

2020. However, the real incidence of cancer in India could be 1.5-2x higher 

than the reported numbers (Ernst & Young report). 

Valuation & Outlook 

HCG has utilised proceeds from the QIP (| 651 crore) by CVC for 1) de-

leveraging of balance sheet (53% net debt reduction ex-capital leases in Q2) 

and 2) acquisition of the remainder 49.9% stake of Milann fertility centres 

(BACC Health Care Pvt Ltd) for | 68.3 crore. It has recently appointed Raj 

Gore (ex-CEO – Southern region of Apollo Hospital) as CEO, which bodes 

well for the company. HCG, with its integrated, one-stop-solution and 

focused model, is well poised to capture the growing potential with pan-

India focus on cancer therapy. De-leveraging of balance sheet, reduction of 

losses across new centres has substantially eased legacy overhangs. That 

said, the recent sharp rally in the stock (~40% up in a month) has well 

captured these positives. Weaker return ratio profile still remains a key 

concern for the stock. We change our recommendation from BUY to HOLD 

with a revised target price of | 170 (13x FY23E EV/EBITDA). Moderation of 

capex and improvement in return ratios would remain key monitorables. 

 

 

  

 

Key Financial Summary 

 | C ro re F Y20 F Y21E F Y22E F Y23E C AG R  F Y20-23E  (%)

R evenues 1095.6 1003.4 1237.1 1429.6 9.3

E B ITD A 159.9 136.6 215.5 259.7 17.5

E B ITD A margins  (% ) 14.6 13.6 17.4 18.2

Net P rofit -106.7 -149.6 -14.3 34.4 NA

E P S  (|) -12.0 -9.2 -1.6 3.9

P E  (x) NA NA NA 44.4

E V  to E B ITD A (x) 17.8 16.5 9.4 7.3

R oC E  (% ) 1.0 -0.3 4.0 6.6

R O E NA NA NA 3.8

Source: ICICI Direct Research; Company 
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P a rticu la r

Market C apita lisation

D ebt (F Y 20)

C ash (F Y 20) 

E V  

52 week  H /L  186/63

E quity capita l

F ace value | 10 

| 88.7 crore

| 3469 crore

Am ount

| 2155 crore

| 1347 crore

| 32 crore
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Financial Summary 

Exhibit 1: Profit & Loss                                                | crore 

Ye a r-e nd  Ma rch F Y20 F Y21E F Y22E F Y23E

Total O perating Income 1,095.6 1,003.4 1,237.1 1,429.6

G rowth (% ) 12.3 -8.4 23.3 15.6

R aw Materia l E xpenses 239.9 231.6 285.6 329.0

G ross  P rofit 855.8 771.8 951.6 1,100.6

G ross  P rofit Margins  (% ) 78.1 76.9 76.9 77.0

E mployee E xpenses 208.0 199.8 216.5 242.3

O ther E xpenditure 487.9 435.4 519.6 598.6

Total O perating E xpenditure 935.8 866.8 1,021.7 1,170.0

EBITDA 159.9 136.6 215.5 259.7

G rowth (% ) 43.3 -14.6 57.8 20.5

Interes t 137.7 118.9 90.3 72.0

D epreciation 148.5 157.6 160.8 167.3

O ther Income 7.0 14.6 18.6 20.0

P BT b e fo re  Exce p tiona l Ite m s -119.3 -125.3 -17.1 40.2

Less : E xceptional Items 0.0 68.3 0.0 0.0

P B T after E xceptional Items -119.3 -193.6 -17.1 40.2

Total Tax 6.2 -33.5 -2.8 5.9

P AT before MI -125.5 -160.1 -14.3 34.4

Minority Interes t -18.8 -10.6 0.0 0.0

P AT -106.7 -149.6 -14.3 34.4

G rowth (% ) 245.7 40.2 -90.5 -340.7

EP S  (Ad juste d ) -12.0 -9.2 -1.6 3.9  

Source: ICICI Direct Research 

 

Exhibit 2: Cash Flow Statement                                   | crore 

Ye a r-e nd  Ma rch F Y20 F Y21E F Y22E F Y23E

P rofit/(Loss ) after taxation -146.0 -149.6 -14.3 34.4

Add: D epreciation & Amortiz ation148.5 157.6 160.8 167.3

Net Increase in C urrent Assets -43.1 19.6 -49.5 -42.7

Net Increase in C urrent L iabilities 20.5 54.6 67.1 61.8

O thers  150.3 118.9 90.3 72.0

C F  from  O p e ra ting  a ctivitie s 130.1 201.1 254.4 292.8

Inves tments 3.5 0.0 0.0 0.0

(P urchase)/S ale of F ixed Assets-107.4 -30.0 -80.0 -80.0

O thers  43.3 11.3 5.9 7.1

C F  from  Inve sting  a ctivitie s -60.6 -18.7 -74.1 -72.9

P roceeds  from E quity 20.3 519.1 131.7 0.0

(inc)/D ec in Loan 23.1 -401.5 -160.0 -158.5

Interes t paid -114.5 -118.9 -90.3 -72.0

O ther 12.7 0.0 0.0 0.0

C F  from  F ina ncing  a ctivitie s -58.4 -1.3 -118.6 -230.5

Ne t C a sh  F low 11.2 181.1 61.7 -10.6

C ash and C ash E quivalent 20.9 32.0 213.2 274.9

C a sh 32.0 213.2 274.9 264.3

F re e  C a sh  F low 22.7 171.1 174.4 212.8  

Source: ICICI Direct Research 

 

Exhibit 3: Balance Sheet                                              | crore 

Ye a r-e nd  Ma rch F Y20 F Y21E F Y22E F Y23E

E quity C apita l 88.7 88.7 88.7 88.7

R eserve and S urplus 292.6 662.1 779.5 813.8

Total S hareholders  funds 381.3 750.8 868.2 902.5

Total D ebt 1,346.6 945.0 785.1 626.6

D eferred Tax L iability 7.0 7.7 8.4 9.3

Minority Interes t 38.5 42.4 46.6 51.3

Long-Term P rovis ions 7.3 8.0 8.8 9.7

O ther Non C urrent L iabilities 104.6 115.1 126.6 139.2

S ource  o f F und s 1,885.2 1,869.0 1,843.7 1,738.6

G ross  B lock  - F ixed Assets 1,912.4 1,942.4 2,022.4 2,102.4

Accumulated D epreciation 375.6 533.2 694.1 861.4

Net B lock 1,536.7 1,409.1 1,328.3 1,241.0

C apita l WIP 46.1 46.1 46.1 46.1

F ixed Assets 1,582.8 1,455.2 1,374.4 1,287.1

G oodwill on C onsolidation 109.3 109.3 109.3 109.3

Inves tments 34.1 34.1 34.1 34.1

D eferred Tax Assets 26.1 26.7 28.0 29.4

Long Term Loans  and Advances 155.6 158.7 166.6 175.0

O ther non-C urrent Assets 41.4 42.2 44.3 46.5

Inventory 23.3 27.5 33.9 39.2

D ebtors 185.7 155.5 191.7 221.6

Loans  and Advances 5.4 6.0 6.6 7.2

O ther C urrent Assets 57.4 63.2 69.5 76.4

C ash 32.0 213.2 274.9 264.3

Total C urrent Assets 303.8 465.3 576.6 608.7

C reditors 153.6 186.8 230.3 266.1

P rovis ions 9.1 10.0 11.0 12.0

O ther C urrent L iabilities 205.4 225.9 248.5 273.3

Total C urrent L iabilities 368.0 422.6 489.7 551.5

Net C urrent Assets -64.2 42.7 86.9 57.2

Ap p lica tion  o f F und s 1,885.2 1,869.0 1,843.7 1,738.6  

Source: ICICI Direct Research 

 

Exhibit 4: Key Ratios 

Ye a r-e nd  Ma rch F Y20 F Y21E F Y22E F Y23E

P e r sha re  d a ta  (|)

R eported E P S -12.0 -16.9 -1.6 3.9

C ash E P S  4.7 8.6 16.5 22.8

B V  per share 43.0 84.7 98.0 101.8

C ash per S hare 3.6 24.0 31.0 29.8

D ividend per share 0.0 0.0 0.0 0.0

O p e ra ting  R a tios (%)

G ross  P rofit Margins 78.1 76.9 76.9 77.0

E B ITD A margins 14.6 13.6 17.4 18.2

P AT Margins -9.7 -8.1 -1.2 2.4

C ash C onvers ion C ycle 18.4 -1.4 -1.4 -1.4

Asset Turnover 0.6 0.5 0.6 0.7

E B ITD A convers ion R ate 81.4 147.3 118.1 112.8

R e tu rn  R a tios (%)

R oE NA NA NA 3.8

R oC E 1.0 -0.3 4.0 6.6

R oIC 0.6 -1.3 3.7 6.6

V a lua tion  R a tios (x )

P /E  NA NA NA 44.4

E V  / E B ITD A 17.8 16.5 9.4 7.3

E V  / Net S ales 2.6 2.2 1.6 1.3

Market C ap / S ales 1.4 1.5 1.2 1.1

P rice to B ook  V alue 4.0 2.0 1.8 1.7

S o lve ncy R a tios

D ebt / E B ITD A 8.4 6.9 3.6 2.4

D ebt / E quity 3.5 1.3 0.9 0.7

C urrent R atio 0.7 0.6 0.6 0.6  

Source: ICICI Direct Research 
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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 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: -5% to -15%; 

Sell: <-15% 

 

 

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 
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