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August 16, 2024 

CMP: ₹ 6515 Target: ₹ 6680(3%) Target Period: 12 months 

Apollo Hospitals (APOHOS)

 HOLD 

Well-rounded growth with margin expansion… 
About the stock: Apollo is a leading integrated healthcare service provider with 
group capacity of ~9500 beds across 45 owned hospitals and 6 managed hospitals 
in India.  

• Apollo HealthCo is India’s Largest Omni-channel Healthcare Platform
combining a network of ~6000 off-line pharmacies and a digital network
of Apollo 247 encompassing + 3.1 crore registered users (~6.2 lakh daily
users).

• Apollo Health & Lifestyle (AHLL) runs the largest chain of standardised
primary healthcare models, multi-specialty clinics (Apollo Clinics) diabetes
management clinics (Apollo Sugar), diagnostic centres (Apollo
Diagnostics), specialty formats (Apollo Cradle) and Apollo Spectra.

Investment Rationale: 

• Q1FY25- Revenue growth decent across segment:  Revenues grew ~15%
YoY to ₹ 5086 crore, driven by growth across segments. EBITDA grew 33%
to ₹ 675 crore and EBITDA Margins improved 175 bps to 13.3%, driven by
improved profitability at AHLL (Diagnostic and Retail Healthcare) and
Apollo HealthCo (Digital Healthcare and Omni-channel Pharmacy
platform). Healthcare services division (Hospitals) revenues grew 15% YoY
to ₹ 2637 crore on the back of new beds addition (up 2%), increase in
occupancy (up 600 bps to 68%) and 2% increase in ARPOB to ₹ 59073.
EBITDA growth was at 15% and EBITDA margins stood at 23.6%. Apollo
HealthCo grew 15% YoY to ₹ 2082 crore drive by 15% growth in Offline
Pharmacy distribution to ₹ 1837 crore, and 20% growth in Online
Pharmacy Distribution & Apollo 24X7 to ₹ 245 core. This segment has
turned EBITDA positive with EBITDA of ₹ 22.5 crore. AHLL revenues stood
at ₹ 366 crore up 15% YoY driven by primary care and diagnostics. and
EBITDA margins stood at 8.4%.

• Expansion, profitability improvement plans in place for all segments – The
company has embarked upon a new capex plan to add 2860 beds with a
spend of over ₹ 3400 crore in the next 4 years across India. For Apollo
HealthCo, expansion of off-line pharmacies and improvement in gross
merchandise value (GMV) on 24x7 digital platform is expected to drive the
growth. AHLL traction would be stemming from better prospects for
Diagnostics business. The management is focusing on EBITDA
improvement by improvement in payor mix in hospitals, improving number
count and unit economics in Apollo HealthCo and AHLL.

Rating and Target price 

• Our SoTP based target price is ₹ 6680. We maintain HOLD as the current
price has factored in growth potentials of each segment.

 Key Financial Summary 

Source: Company, ICICI Direct Research 

Particulars 

Shareholding pattern 

Price Chart 

Key risks 

 (i) Negative- Cost over-run in newly
commissioned / greenfield hospitals.

(ii) Positive- Better profitability and
seamless integration with Keimed.

Research Analyst 

Siddhant Khandekar 
siddhant.khandekar@icicisecurities.com 

Shubh Mehta 
shubh.mehta@icicisecurities.com 
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Q1FY25 Results / Conference call highlights 

• The management expects a revenue growth in mid-teens.
• Medical inflation growth will drive a growth in ARPOB of around 4-5%.
• Due to the investment in new segments, operating expenses of 24/7

business likely to stay on the similar levels as of this quarter.
• 24/7 likely to breakeven by the end of FY26 on the back of improvement in

GMV.
• A loyalty program is being developed between the offline and online

pharmacy aiming to improvement in GMV.
• Hospital margins are expected to grow by 100 bps in the coming periods,

driving factors being the payor mix, medical tourism, case mix and the
tariff hike.

• The profitability growth in hospitals likely to come owing to higher
occupancy in the coming quarter.

• The addition of 102 doctors in Q4FY25 has increased the salary cost by
₹50 crore in Q1FY25.

• Greenfield expansion of 1570 beds across the four new hospitals in
Gurgaon, Kolkata, Pune and Hyderabad. Brownfield expansion of around
290 beds to be done in Mysuru and Bengaluru.

• ARPOB of ₹79000+ is registered in metro cities. Also, ARPOB of self-
paying and insurance patients are almost similar.

• Bangladesh patients accounted for 30% of the international revenue
where as it accounted for only 2% of the overall revenue.

• Apollo Health co is working on a differentiated loyalty program between
its online and offline pharmacy to boost GMV.

• AHLL margins have been impacted by the expansion of networks in
Q1FY25 and are likely to recover in the next quarter.

• Apollo Health co aims to add 500-550 pharmacy stores in FY25.

Exhibit 1: Quarterly Summary 

Source: Company, ICICI Direct Research 

Exhibit 2: SoTP valuation summary 

Source: Company, ICICI Direct Research 
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Financial Tables 

Exhibit 3: Profit and loss statement  ₹ crore 

Source: Company, ICICI Direct Research 

Exhibit 4: Cash flow statement          ₹ crore 

Source: Company, ICICI Direct Research 

Exhibit 5: Balance Sheet    ₹ crore 

Source: Company, ICICI Direct Research 

Exhibit 6: Key ratios 

Source: Company, ICICI Direct Research 
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