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Stimulating model to restore profitability 

Leveraging its dominance in the B2B diagnostic business in India, Thyrocare’s new management has charted a roadmap to 
boost strong 15–17% growth in its base business of pathology. It has reframed contracts with ~7,400 of its franchisee 
partners (61% of pathology sales), setup a dedicated team to boost growth in the partnership model and shall invest ~INR 
1.3bn over FY23–25 in its radiology business to turn around operations. To further strengthen its dominance in wellness tests, 
it has launched two new programs under ‘Jaanch’ and ‘Her Choice’, targeting fast-growing chronic ailments and unmet 
women healthcare needs. We raise our FY25 estimates by 4%, envisaging better traction in pathology and a strong margin 
expansion of 330 bps over FY23-25E. The stock trades cheap at 17.8x FY25E EV/EBITDA which is a 29% discount to its peer 
group. We upgrade the stock to BUY (Add earlier); DCF-based TP revised to INR 740 (earlier INR 615). 

Pathology business growth to outpace peers  
Thyrocare has renegotiated contracts with ∼7,400 of its franchisees, who are 
now better incentivised to bring additional volumes; besides, the revised terms 
also enable Thyrocare to hike prices by 4–5% every year. These efforts are 
yielding results – in H1FY24, the franchisee business grew by 15%. Thyrocare 
is also one of the preferred partners for various online pharmacy platforms and 
institutions; these relationships have helped the company generate better 
volumes versus peers who mainly rely on their own front-end. The company 
has formed dedicated teams to manage individual partnership accounts to 
propel growth in its partnership business. We expect these initiatives to drive 
a CAGR of 14.2% over FY23-26E in its pathology business. 

Array of new initiatives underway 
‘Aarogyam’, the preventive bundle of tests program, was well-received and 
has been notably successful for the company – accounts for 36% of revenues. 
To boost its wellness test volumes, it has added two more wellness packages 
targeting chronic ailments and women’s health – ‘Jaanch’ (investigative tests) 
and ‘Her Check’ (maternity and women health check). Thyrocare has also 
entered into a joint venture with Kastipharm Ltd to provide diagnostic services 
in the untapped market of Tanzania. Thyrocare will hold 50% stake in the JV 
and will invest USD 0.5mn (total planned investment USD 1mn for JV) for 
setting up laboratory and market development. JV is expected to commence 
operations in FY25E. 

 
 

 

Financial Summary 

Y/E March (INR mn)     FY23A FY24E FY25E FY26E 
Net Revenue 5,267 5,821 6,750 7,828 
EBITDA 1,201 1,467 1,759 2,123 
EBITDA Margin (%) 22.8 25.2 26.1 27.1 
Net Profit 631 808 983 1,223 
EPS (Rs) 11.9 15.3 18.6 23.1 
EPS % Chg YoY (64.2) 28.2 21.6 24.4 
P/E (x) 51.4 40.1 33.0 26.5 
EV/EBITDA (x) 25.8 21.3 17.8 14.8 
RoCE (%) 12.7 14.9 17.4 21.1 
RoE (%) 12.1 15.3 18.9 23.3 
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Market Data 

Market Cap (INR) 32bn                                                  
Market Cap (USD) 389mn 
Bloomberg Code THYROCAR IN 
Reuters Code THYO BO 
52-week Range (INR) 769 /415 
Free Float (%) 29.0 
ADTV-3M (mn) (USD) 0.5 

 
 

Price Performance (%) 3m 6m 12m 

Absolute 11.6 31.5 3.5 
Relative to Sensex 3.7 11.6 13.4 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Previous Reports 

01-11-2023: Q2FY24 results review   
02-08-2023: Re-Initiating Coverage  
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Transformation of radiology business on cards 
In H1FY24, Thyrocare invested capex of ~INR 469mn to refurbish 25 radiology 
machines. It further aims to incur an additional capex of INR 200mn in H2FY24 and 
INR 600-700mn in FY25E. Separately, in Nov’22, it invested INR 25.5mn in Pulse 
Hitech, for a 51% stake, to setup a pilot centre in Ghatkopar (Mumbai) to provide an 
array of radiology services under one roof. The company may open more of such 
centres post the success of the pilot project. We expect the radiology business to 
register a CAGR of 11.2% over FY23-26E. 

Guidance  
Management expects FY24E revenue to grow ∼15%, which would be aided by volume 
growth of 10%, and ~5% growth will be price-led. It is aiming for a normalised EBITDA 
margin (ex-ESOPS and bad debts) of ∼29%, which will further improve 50bps every 
year.  

Valuation  
Discontinuation of the MCGM contract, and a portion of business from its parent API 
holdings, has slowed down revenue growth to ~8% in H1FY24. Thyrocare’s strategy 
of revising incentives for its franchisee partners is panning out well for the company. 
Its residual business grew at ~20% in Q2FY24, which is quite ahead of industry growth. 
We expect Thyrocare to register earnings CAGR of 24.7% over FY23-FY26E on a low 
base led by: 1) recovery in volumes; 2) improvement in partnership business; and 3) 
aggressive expansion. We raise our 25E EBITDA by 4%. We expect the company to 
grow its revenue/EBITDA/PAT by 14%/21%/25% over FY23-26E and a 430 bps margin 
expansion to around 27% by FY26E. RoCE is expected to touch ~21.1% by FY26E with 
cumulative free cash flow generation of INR 2.6bn in FY24-26E.  

The stock currently trades at valuations of 33x FY25E and 26.5x FY26E earnings and 
EV/EBITDA multiple of 17.8x FY25E and 14.8x FY26E, respectively. We raise our 
recommendation to BUY (Add earlier) on the stock with a revised DCF-based target of 
INR 740 (INR 615 earlier), implying 32x FY26E earnings and 18.1x FY26E EV/EBITDA. 

Key downside risk: Promoter has pledged its entire stake in the company, Fresh 
competition may deteriorate pricing and profitability, Delay in turnaround in imaging 
business. 
 

 Valuation summary 

Company 
Target 

Price 
(INR) 

Rating 
  

EPS (INR) CAGR ROCE (%) P/E (x) EV/ EBITDA (x) 

FY23 FY24E FY25E 
FY23-

25E FY23 FY24E FY25E FY23 FY24E FY25E FY23 FY24E FY25E 

Dr Lal 2,690 Add 28.6 41.9 52.7 35.6 11.6 16.9 18.5 87.9 60.1 47.8 41.7 32.3 26.7 
Metropolis 1,550 Hold 27.9 31.9 40.3 20.2 12.0 13.1 15.5 58.3 51.0 40.4 29.5 26.6 22.4 
Vijaya 530 Reduce 8.3 12.5 15.7 37.6 13.7 16.7 17.5 74.8 49.5 39.5 34.7 27.1 21.9 
Thyrocare 740 Buy 12.1 15.3 18.6 23.7 12.7 14.9 17.4 50.6 40.2 33.1 26.0 21.6 18.1 

 

Source: I-Sec research, Company data 
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Dominant B2B player  
Thyrocare operates at a low-cost model with a clear focus on the B2B business. 
Samples are collected from across India and are processed at a central or regional lab 
through B2B channel partners. Thyrocare has ∼7,400 franchisees present across 300 
districts pan-India. It B2B business accounts for ~95% of revenues, of which 
franchisees is 61% and 33% is partnership models. Change in the business model for 
the franchisees business has helped Thyrocare attract higher volumes. Earlier, the 
company followed a discount model – one size fits all; in this model the franchisees 
paying deposits would get better prices from the company.  

In May’23, the company moved to a volume-based slab system, where the base prices 
for the tests are fixed and a premium is to be paid to Thyrocare basis the volumes of 
tests provided by franchisees to the company. This has led to an increased synergy 
with their franchisee network with motivation to boost volumes and enter higher slabs. 
This resulted in both volume and value growth in the last two quarters. Franchisees 
business has grown 20% YoY and management guided price hikes of ∼5% to be taken 
annually in this business model. 

 Thyrocare’s FY23 revenue contribution   Pathology’s FY23 revenue contribution to 
Thyrocare  

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 

 

Thyrocare’s partnership business caters to PharmEasy, 1mg, Practo, Netmeds and 
Corporates. It has formed dedicated teams to manage individual partnership accounts 
to infuse growth in its partnership business. Exit from low margin MCGM contracts and 
business from API holding led a dip of 12% in Q2FY24, adjusted for these the 
partnership business grew 22% YoY. 
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 Franchisee business is growing at a steady 
pace 

  Franchisee volumes grew 11% in H1FY24 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 

 
 

Jaanch and Her check to boost wellness volumes 

Flagship wellness packages under brand ‘Aarogyam’ (preventive care tests) have 
driven huge success for the company. Aarogyam presently contributes 36% of revenue 
for the company. To boost its wellness tests volumes, it has added two more wellness 
packages targeting chronic ailments and women health under – Jaanch (investigative 
tests) and Her Check (maternity and women’s health check). Jaanch covers 
investigative tests ranging from investigating the fever to many serious disorders like 
hair fall, cancer screenings, as well as deep investigations for common chronic 
diseases like diabetes, heart health. Jaanch is already clocking monthly sales of INR 
10mn. Her Check is focused on women’s health and covers the gynaecology portfolio.  

 

 Thyrocare’s package basket 

 

Source: I-Sec research, Company data 

B2G business contribution to be minimal ahead 

Thyrocare had entered into a four-year contract with MCGM (Municipal Corporation of 
Greater Mumbai) for basic and advanced pathology tests. This contract expired in 
May’23 and owing to the low margins in the business, the company did not bid for a 
renewal. The MCGM contract used to generate revenue of ~INR 120-130mn p.a. (~2% 
of FY23 revenue). Receivables outstanding with MCGM stood at INR 100mn at end-
Q2FY24, which management expects to recover in Q3FY24. Thyrocare aims to restrict 
its presence in the B2G business to tests pertaining to tuberculosis and sickle cell 

680 
720 

670 
730 

790 820 

0

100

200

300

400

500

600

700

800

900

Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24

IN
R

 m
n

Franchise Revenue

3.7 3.9 
3.6 

3.9 4.0 
4.4 

0.0
0.5
1.0
1.5
2.0
2.5
3.0
3.5
4.0
4.5
5.0

Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24

m
n

Franchise Volume



 

 

Thyrocare Technologies | Company Update | 13 December 2023 

India | Equity Research 5 

anaemia. In Q2FY24, it won a one-year tender worth INR 45mn for tuberculosis tests 
from the governments of Gujarat and Assam. Revenue from these tests will be booked 
Q3FY24 onwards.  

International foray on cards 

Thyrocare has entered into a JV with Kastipharm Ltd (one of the largest drug distributer 
in Tanzania) and other individuals to provide healthcare services to customers directly 
– through the laboratories that will be owned and operated by the JV company, or 
through third party laboratories in Tanzania. Thyrocare will hold 50% stake in the JV 
and will invest USD 0.5mn (total planned investment USD 1mn for JV) for setting up 
laboratory and market development. JV is expected to commence operations in FY25E. 
Thyrocare further aims to explore opportunities in the Middle-East and southeast 
Asian markets. 

 Swift uptick in wellness tests in last two years   Non-Aarogyam package revenue registers 
CAGR of 11% in last three years 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 

 

 Franchise business revenue has grown post-
introduction of new business model 

  Pathology’s FY23 revenue contribution to 
Thyrocare 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 
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 Traction in Franchisee and partnership to 
drive a 14.2% CAGR in Pathology biz over FY23-FY26E 

  Pathology EBITDA margin expected to expand 
430 bps over FY23-FY26E. 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 

 

Fresh investments to improve radiology prospects 

Thyrocare’s radiology arm Nueclear offers a range of comprehensive radiology 
solutions to diagnose a broad spectrum of diseases, including cancer. Its advanced 
imaging technologies such as PET-CT and CT help for an accurate cancer diagnosis 
and monitoring. Nueclear also owns medical cyclotron units that produce radioactive 
biomarkers such as FDG, PSMA and DOPA. Neuclear has a network of nine imaging 
centres, of which four are owned by the company. Radiology business generated 
annual sales of INR 402mn in FY23 and it has registered a CAGR of 4% over FY18-
FY23. The business generated an EBITDA margin of 18% in FY23 and capital employed 
of ~INR 913mn for FY23. Radiology is a capital intensive business and Thyrocare has 
already incurred a capex of ~INR 469mn for replacing 25 Machines in H1FY24. It 
further aims to incur an additional capex of INR 200mn in H2FY24 and INR 600mn 
over FY25E. We expect the radiology business to register a CAGR of 11.2% over FY23-
26E.  

In Nov’22 Thrycare invested INR 25.5mn in Pulse Hitech (Pulse) for a 51% stake, 
pursuant to which Pulse became a subsidiary of Thyrocare. Pulse Hitech has setup a 
pilot centre in Ghatkopar (Mumbai) to provide radiology services like CT Scan, MRI 
Scan, Digital X-ray, etc. Depending on the success of the pilot centre, it may look 
forward to opening more centres in the near future.  

 

 Nuclear’s lab Network   4 out of 9 centres are owned by Nuclear 
  

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 
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 Imaging business expected to grow at 11% 
CAGR over FY23-FY26E 

  Imaging business margins expected to 
stabilise at ~13% in near future 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 

 

 Number of PET-CT scans expected to cross 
50K by FY26E, registering 11% CAGR from FY23-FY26E 

  Revenue from PET-CT scan to cross 500mn by 
FY26E, registering 11% CAGR from FY23-FY26E 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 
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Comparison between Diagnostics companies under our coverage 

 Patient footfall and sample volume for 
diagnostic companies in our coverage universe 

  Lab networks of diagnostic companies in our 
coverage universe 

 

 

 

Source: I-Sec research, Company data 
 

Source: I-Sec research, Company data 

 
 Number of active franchisees for diagnostic 

companies in our coverage universe 
  Realisation per test for diagnostic companies 

in our coverage universe 

 

 

 
Source: I-Sec research, Company data  Source: I-Sec research, Company data 

 
 Sample volume for diagnostic companies in 

our coverage universe 
  Patient footfall for diagnostic companies in our 

coverage universe 

 

 

 
Source: I-Sec research, Company data  Source: I-Sec research, Company data 
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Financials 

 Thyrocare’s revenue expected to register 
14% CAGR from FY23-FY26E 

  EBITDA margin expected to expand 430bps 
over FY23-FY26E 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 
 

 

 Adjusted PAT expected to register 25% 

CAGR from FY23-FY26E 
  Investment in radiology business will dent cash 

balance of the company 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 

 Expected to generate INR 2.6bn in FCF over 
FY23-FY26E 

  Return ratios expected to cross 20% by FY26E 

 

 

 

Source: I-Sec research, Company data  Source: I-Sec research, Company data 
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 Shareholding pattern   Price chart 

 % Mar‘23 Jun‘23 Sep‘23 

Promoters 71.1 71.1 71.1 
Institutional investors 18.4 16.9 16.8 

  MFs and other 7.0 12.0 11.9 
  Insurance 1.1 1.1 1.1 
  FIIs 10.3 3.8 3.8 
Others 10.5 12.0 12.1 

 

 

 

Source: Bloomberg, I-Sec research  Source: Bloomberg, I-Sec research 
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Financial Summary 

 Profit & Loss 
(INR mn, year ending March) 

Source Company data, I-Sec research 

 Balance sheet 
(INR mn, year ending March) 

Source Company data, I-Sec research 

  

 

  FY23A FY24E FY25E FY26E 

Net Sales 5,267 5,821 6,750 7,828 
Operating Expenses 4,066 4,354 4,991 5,705 
EBITDA 1,201 1,467 1,759 2,123 
EBITDA Margin (%) 22.8 25.2 26.1 27.1 
Depreciation & Amortization 387 398 456 506 
EBIT 813 1,069 1,303 1,617 
Interest expenditure 24 54 62 62 
Other Non-operating 
Income 

84 67 74 82 

Recurring PBT 874 1,082 1,316 1,637 
Profit / (Loss) from 
Associates 

- - - - 

Less: Taxes (242) (273) (332) (412) 
PAT 632 809 984 1,224 
Less: Minority Interest (1) (1) (1) (1) 
Extraordinaries (Net) - - - - 
Net Income (Reported) 631 808 983 1,223 
Net Income (Adjusted) 631 808 983 1,223 

  FY23A FY24E FY25E FY26E 

Total Current Assets 1,506 1,601 1,758 2,007 
of which cash & cash eqv. 285 264 219 234 
Total Current Liabilities & 
Provisions 

699 757 873 1,007 

Net Current Assets 807 844 885 1,000 
Investments 1,223 1,223 1,223 1,223 
Net Fixed Assets 1,574 1,836 1,880 1,874 
ROU Assets 354 354 354 354 
Capital Work-in-Progress 16 16 16 16 
Total Intangible Assets 1,011 1,011 1,011 1,011 
Other assets 520 525 534 545 
Deferred Tax assests 123 123 123 123 
Total Assets 5,628 5,932 6,026 6,145 
Liabilities     
Borrowings - 285 385 385 
Deferred Tax Liability 10 10 10 10 
provisions 33 33 33 33 
other Liabilities - 154 154 154 
Equity Share Capital 529 529 529 529 
Reserves & Surplus 4,814 4,677 4,670 4,788 
Total Net Worth 5,343 5,207 5,199 5,317 
Minority Interest 9 11 12 13 
Total Liabilities 5,628 5,932 6,026 6,145 

 
 Cashflow statement 

(INR mn, year ending March) 

Source Company data, I-Sec research 

 Key ratios 
(Year ending March) 

Source Company data, I-Sec research 

  FY23A FY24E FY25E FY26E 

Operating Cashflow 1,293 1,199 1,406 1,682 
Working Capital Changes 43 (98) (156) (180) 
Capital Commitments (331) (660) (500) (500) 
Free Cashflow 1,624 1,859 1,906 2,182 
Other investing cashflow (59) - - - 
Cashflow from Investing 
Activities 

(390) (660) (500) (500) 

Issue of Share Capital 0 - - - 
Interest Cost (24) (54) (62) (62) 
Inc (Dec) in Borrowings - - - - 
Dividend paid (794) (945) (990) (1,105) 
Others 59 439 100 - 
Cash flow from Financing 
Activities 

(758) (559) (952) (1,167) 

Chg. in Cash & Bank 
balance 

146 (20) (45) 15 

Closing cash & balance 285 264 219 234 

  FY23A FY24E FY25E FY26E 

Per Share Data (INR)     
Reported EPS 11.9 15.3 18.6 23.1 
Adjusted EPS (Diluted) 11.9 15.3 18.6 23.1 
Cash EPS 19.2 22.8 27.2 32.7 
Dividend per share (DPS) 15.0 17.8 18.7 20.9 
Book Value per share (BV) 100.9 98.4 98.2 100.5 
Dividend Payout (%) 125.9 116.9 100.7 90.4 
     
Growth (%)     
Net Sales (10.6) 10.5 16.0 16.0 
EBITDA (48.9) 22.2 19.9 20.7 
EPS (INR) (64.2) 28.2 21.6 24.4 
     
Valuation Ratios (x)     
P/E 51.4 40.1 33.0 26.5 
P/CEPS 31.9 26.9 22.5 18.8 
P/BV 6.1 6.2 6.2 6.1 
EV / EBITDA 25.8 21.3 17.8 14.8 
P / Sales 6.2 5.6 4.8 4.1 
Dividend Yield (%) 0.0 0.0 0.0 0.0 
     
Operating Ratios     
Gross Profit Margins (%) 69.0 70.8 71.2 71.6 
EBITDA Margins (%) 22.8 25.2 26.1 27.1 
Effective Tax Rate (%) (27.7) (25.2) (25.2) (25.2) 
Net Profit Margins (%) 12.0 13.9 14.6 15.6 
NWC / Total Assets  (%) - - - - 
Net Debt / Equity (x) (0.3) (0.2) (0.2) (0.2) 
Net Debt / EBITDA (x) (1.3) (0.8) (0.6) (0.5) 
     
Profitability Ratios     
RoCE (%) 12.7 14.9 17.4 21.1 
RoE (%) 12.1 15.3 18.9 23.3 
RoIC (%) 17.1 20.0 23.0 27.7 
Fixed Asset Turnover (x) 3.4 3.4 3.6 4.2 
Inventory Turnover Days 18 20 20 19 
Receivables Days 56 62 63 63 
Payables Days 17 17 18 17 
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