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August 12, 2024 

CMP: ₹  357 Target: ₹ 455(27%)  Target Period: 12 months  

Healthcare Global Enterprises (HEAGLO) 
 BUY 

  

Growth tempo maintained; acquisition, expansion to 
maintain the trajectory … 
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 
company is pioneer in introducing technological advancements in cancer 
treatments such as Linear accelerators, Radiation machine, CyberKnife, Digital PET, 
Robotics among others. It also operates fertility treatment centre chain Milann 
which offers seven fertility centres in India. 

• HCG network encompasses 19 comprehensive cancer centres,2 Center of 
Excellence,6 Day care centers and three multi-specialty hospitals. HCG 
India, capacity beds: 1926 
 

• Revenue mix Q1FY25: Hospitals: 97%, Milann: 3%; occupancy Q1FY25: 
65.6%; ARPOBD Q1FY25: Rs 44,342. 

Investment Rationale 

• Q1FY25 results- Numbers continue to improve – Revenues grew 14% YoY 
to ₹ 525 crore, driven by hospitals business which grew ~15%. Established 
centres grew 14% YoY to ₹ 464 core whereas Emerging centres grew 33% 
to ₹ 48 core. Fertility business Milan however de-grew 12% YoY to ₹ 14 
crore. EBITDA grew 17% YoY to ₹ 91 crore and EBITDA margins stood at 
17.3%. Overall ARPOB was at ₹ 42342, up 12% YoY. Overall occupancy 
was slightly lower at 66% against 67% in Q1FY24. 

• Acquisition of MGCHRI hospital in Vizag for an EV of ₹ 414 crore- The deal 
values the hospital at 3.5x sales and ~10x EBITDA (FY24). The proposed 
hospital has superior EBITDA margin profile (~35%) which is better than 
HCG’s EBITDA profile. This bodes well for the company in the long run. The 
hospital boasts 196 operational beds and features advanced medical 
infrastructure. HCG will have initial 51% stake in MGCHRI, with plans to 
complete the remaining stake acquisition over the next 18 months. 

• Margins expansion to stem from operational efficiencies, higher profits 
from emerging centres; ARPOB growth to sustain –The management 
expects EBITDA margins to reach to around ~20% in the due course on the 
back of better case mix, improving occupancies and better payee mix. The 
management expects ARPOB growth (7-8% guidance) to sustain on the 
back of better technology and advancement in the emerging centres. With 
growing cancer instances and better diagnosis mechanism, we believe the 
company is well poised to tap the incremental opportunities. 

Rating and Target price 

• Our SOTP valuation is ₹ 455 based on 13x FY26E Matured Hospitals 
EBITDA,12x FY26E Emerging Hospitals EBITDA, 1x FY26E Milann Sales. 

 

 

Key Financial Summary 

 

 

 

Source: Company, ICICI Direct Research 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

• Key Risk: (i) Delayed payback of the 
announced capex (ii) Competition 
from super specialty hospitals in 
cancer treatment.  

Research Analyst  
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siddhant.khandekar@icicisecurities.com 
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Exhibit 2: Valuation Summary 

 
Source:  ICICI Direct Research 

Q1FY25 Conference call highlights 

• As per regrouping, 2 centres in Mumbai (Borivali and Colaba) and 1 in 
Kolkata has been classified as emerging hospitals. 

• Kolkata registered a revenue growth of 73% YoY from a negative EBITDA 
of ₹2.5 crore in Q1FY24 to a positive EBITDA ₹2.7 crore Q1FY25. EBITDA 
margin 14%. 

• HCG to acquire a total stake 85% (51% initially and additional 34% over the 
next 18 months) in MGCHRI Hospital, Vishakhapatnam at an enterprise 
value of ₹414 crore. This will make HCG group a leader with a combined 
market share of 46% in the region. 

• MG hospital registered a revenue of ₹120.2 crore with EBITDA of ₹42.2 
crore and EBITDA margin of 35% in FY 24. Its revenue has been growing at 
a CAGR of 15% for the last 10 years. 

• According to the management, their E-pharmacy platform has been able to 
service 28000+ orders. 

• In Q1FY25, the international business registered a revenue of ₹ 20 crore, 
highest for any quarter. 

• Even after addition of 4 new Linacs in the previous period, capacity 
utilisation of 65% has been maintained. 

• Discontinued operation in Delhi centre impacted the Milan revenue and 
registered ₹144 crore with a dip of 12%. 

• South Mumbai centre on track to break even this year. 
• Management anticipated that EBITDA margins will grow at even faster 

pace moving forward. 
• Salary revision and other ancillary cost impacted the first quarter, 

management expects higher operating leverage on account of higher 
revenue in the coming quarter. 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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• Expected tax rate for the quarter was 28.2%, expected tax rate from here 
onwards is expected to be 30%-32% 

• Capex this quarter was ₹ 80 crore and expected to be around same range 
for full year.  

• EBITDA Margin for established excluding new acquisition is expected to be 
19-20%. 

• For the full year, management expects the established business growth to 
be around 13-15% 

• The management achieved and want to continue to keep the ALOS below 
2 days.  

• ALOS has been reducing owing to minimal invasive surgery, robotic surgery 
and better efficiency. 

• 19-20% EBIDTA margin guidance will not factor in Vizag. 
• The Ahmedabad phase 2 project is almost complete OPD services and day 

care services have already moved 
• The finance cost has increased because ₹ 50 crore out of ₹ 80 crore capex 

was financed by debt. 
• Once the acquisition of Vizag is completed the Debt will go up by ₹ 200 

crore initially and by ₹ 150 crore after 18 months. 
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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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ANALYST CERTIFICATION 
I/We, Siddhant Khandekar -Inter CA, Shubh Mehta -MBA(Tech), 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. 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. Atul Agarwal 

Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com 

For any queries or grievances: Mr. Bhavesh Soni 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 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 
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specific transaction.  
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