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Healthcare - Overall  
2QFY26 results review 

■ 2Q results of diagnostics companies were broadly in line for our coverage 
universe. Maintain ADD on Metropolis Healthcare & Thyrocare Technologies.  

■ Retain Overweight stance on the sector, despite tepid volume growth in recent 
quarters, due to expansion plan, specialty mix, and a surge in global patients. 

■ Regulatory changes like CGHS price revision and GST rehaul have a positive 
impact on the healthcare sector. 

Diagnostics: 2QFY26 earnings broadly in line with expectations  
The 2QFY26 earnings were broadly in line for companies in our coverage universe, with 

most companies meeting expectations and a few misses as well. Companies in our 

coverage universe saw 15.9% YoY revenue growth, (10% QoQ increase due to 

seasonality). There was lower volume growth than expected across the board due to 

decrease in seasonal fevers, despite a healthy growth in preventive health packages 

across our coverage universe. Companies saw a YoY margin improvement of 40bp. All 

three companies in our coverage (Dr. Lal Pathlabs or DLPL, Metropolis Healthcare or MHL, 

and Thyrocare Technologies or TTL) decided to keep price hikes at bay for the year. On 

the expansion front, DLPL is growing organically in Tier-3&4 cities (northern & eastern 

regions) and is also open to expansion opportunities in the southern region.  MHL 

completed lab expansion and is looking to expand collection centres in its existing 

geographies. We maintain our ratings for all three diagnostics companies (HOLD for Dr. 

Lal Pathlabs and ADD for Thyrocare Technologies and Metropolis Healthcare). 4QFY26F 

will be a good entry point for diagnostics companies based on the historical trend. 

Hospitals: 2QFY26 earnings slightly below expectations  
The 2QFY26 earnings of Apollo Hospitals Enterprise were slightly below our expectations. 

Companies in our coverage universe witnessed 13% YoY revenue growth, (8% QoQ 

increase due to seasonality). There was lower volume growth than expected across the 

board due to the decline in seasonal admissions, despite better case mix and higher 

insurance penetration. The company saw YoY flattish margin with a decline of 30bp. All 

companies in the sector had a better case mix and international patient surge during the 

quarter. On the expansion front, Apollo Hospitals Enterprise is growing with multiple 

brownfield and greenfield expansions planned during the rest of FY26F and in FY27F. This 

will increase margin pressure in 2HFY26F. We maintain our ADD rating on the company 

with a higher target price of Rs8,549, from Rs7,355 earlier.  

Government regulations 
Goods and Services Tax (GST) rate overhaul will help companies in the diagnostics sector, 

but all of them are passing on the benefit completely to their customers. The quantum of 

the benefit passed on is not yet known for companies in our coverage universe. Central 

Government Health Scheme (CGHS) rate revision will benefit Max Healthcare and KIMS 

the most in the sector due to their exposure to this scheme. Max Healthcare expects a 

Rs2bn improvement in its topline in FY27F due to the revision. 

Sector outlook 
We maintain our Overweight stance on the sector, despite lower volume growth during the 

quarter for companies in our coverage universe. CGHS price revision and GST rate cut 

present huge opportunities in the sector. We are bullish on Apollo Hospitals Enterprise, 

Metropolis Healthcare, and Thyrocare Technologies. 

   India 

Overweight (no change) 

 
Highlighted Companies 

 

Apollo Hospitals Enterprise 

ADD, TP Rs8549, Rs7355 close  

Margin pressure is likely in 2HFY26F due 
to hospital expansion plan. 

Metropolis Healthcare  
ADD, TP Rs2250, Rs1941 close  

Completion of capex cycle and margin 
improvement on the cards. 

Summary Valuation Metrics 
P/E (x) Mar26-F Mar27-F Mar28-F 
Apollo Hospitals 
Enterprise 

55.2 46.8 29.2 

Metropolis Healthcare  49.4 40.9 0.0 

    

P/BV (x) Mar26-F Mar27-F Mar28-F 

Apollo Hospitals 
Enterprise 

10.8 9.0 6.0 

Metropolis Healthcare  6.6 5.8 0.0 

    

Dividend Yield Mar26-F Mar27-F Mar28-F 

Apollo Hospitals 
Enterprise 

0.3% 0.3% 0.5% 

Metropolis Healthcare  0.2% 0.4% 0.0% 
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Recent developments in hospitals sector 

• EBITDA loss of Rs1.5bn is expected for Apollo Hospitals Enterprise (AHEL) in 

2HFY26F because of its slightly altered expansion plan, such as a new 

oncology facility to be set up in Hyderabad. Gurugram and Hyderabad 

expansion plans have been pushed to 1QFY27F. 

• Aster DM Healthcare has increased its stake in Ramesh Hospitals to 70.5% by 

acquiring an additional 13% stake for ~Rs630m during the quarter. The merger 

of Aster-Quality Care India (QCIL) is going on as planned. 

• All hospitals in our coverage are in an expansion phase, with bed expansion 

plans running till FY29F. 

• The CGHS rate revision impact will be known in 4QFY26F. 

Recent developments in diagnostics sector 
• Increased focus on preventive healthcare packages by companies in the 

sector. 

• There has been increased focus and investment in genomics and specialised 

tests. 

• All companies are planning to pass on GST rate cut benefit to their customers. 

• GLP-1 presents opportunities in the diagnostics sector, and companies are 

making a provision for the same. 

Figure 1: Commentary from hospital managements for the quarter indicate lower volume than expectation, despite a surge in 
international patients and better case mix, due to lower seasonal admissions 

Company Speaker Event Comments 

AsterDM Healthcare 

Sunil Kumar, CFO 2QFY26 Earnings call 

On GST rate cut impact: From the company’s point of view, the overall top-line impact on a 
monthly basis is around 1.1% ,and out of that, 35-40bp impacts our EBITDA estimate. 

On CGHS rate revision impact:  Rs200m of revenue generated every month. There, we 
see a positive Rs2m impact on revenue. As regards EBITDA from that impact on 
incremental revenue, around 75%-80% should flow in. Negative impact, which we see from 
the GST overhaul, should get compensated by the CGHS-related EBITDA increase.  

Ramesh Kumar, COO 2QFY26 Earnings call 

On seasonal illness: Lower incidence of seasonal illness so far this year, which kept 
absolute volume growth moderate. 

As far as the case mix is concerned, it is all high-end and CONGO-T mix is really doing very 
well. Medical value travel (MVT) business grew by 49%. 

Fortis Healthcare 

Asutosh Raghuvanshi, MD 
and CEO 

2QFY26 Earnings call 

Higher ARPOB was driven by an improved specialty mix led by strong growth in oncology 
(29% YoY growth). 

On international patient volume: It has increased by 26% year-on-year. Overall, the 
international business constitutes about 8% of the company’s business. 

Anand K, CEO - Agilus 2QFY26 Earnings call 
During the quarter, the usual surge in vector-borne diseases has been not very significant, 
considering the elongated monsoon season. 

Vivek Goyal, CFO  2QFY26 Earnings call 
On CGHS impact: There will be a positive impact. But there is a lot of clarity required in the 
way the circular has come. 

KIMS 
Abhinay Bollineni, 
Executive Director and 
CEO 

2QFY26 Earnings call 

On margin decline:  Commissioned almost four-to-five new hospitals, which are yet to 
break even and because of which the revenue ramp-up in those hospitals is happening. 

On quantifying CGHS price hike benefit: Should be around 20% on the CGHS business.  
For three clusters (Andhra Pradesh, Telangana, and Nagpur in Maharashtra), 10% of the 
business will come from CGHS and related companies, excluding Aarogya Sri.  4QFY26F is 
when the full impact of CGHS rate revision will be known. 

Global Health 
Pankaj Sahni, Group CEO 
and Director 

2QFY26 Earnings call 

On seasonal admissions: Lower incidence of vector-borne diseases during the quarter 
compared to the same quarter last year. 

ARPOB registered a strong growth of 10%, primarily driven by a favourable change in 
specialty mix. 

CGHS contributes 5-6% to revenue, but the impact of rate hike not quantifiable yet. 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 2: Commentary from managements of diagnostics companies indicates that lower volume growth was due to lower 
incidences of seasonal fevers, but there has been a significant increase in preventive health packages across the board 

Company Speaker Event Comments 

Dr Lal Pathlabs 

Ved P Goel, CFO 2QFY26 Earnings call 

Doesn’t believe that this year any price increase is on the cards because of another 
development, which is GST overhaul. The GST benefit has to be passed on to customers.   

Company is always scouting and keen to expand its South India presence, especially 
through the M&A route. 

Shankha Banerjee, CEO 2QFY26 Earnings call 

Overall volume appears moderate on a YoY basis, mainly due to lower incidence of 
seasonal illnesses such as chikungunya, malaria, dengue and general fever, compared to 
what was observed in the same period last year, across India. 

Swasthfit, the preventive health check-up package, contributed 26% to 2Q revenue.           

First lab in India to integrate a deep learning-based AI module for detecting lymph node 
metastasis, including elusive micro metastasis, in cancer cases. 

 Margin impact starts reflecting mostly in the second half of the year because of the 
investments that are happening. 

 Definitely sees some positive impact due to CGHS rate revision, but yet to evaluate the 
quantum. However, the overall contribution of this portfolio may be lower than 5% to overall 
revenue. 

Metropolis Healthcare 

Surendran 
Chemmenkotil, MD 

2QFY26 Earnings call 

Fever-related test volume did grow, but the growth was slower than the usual monsoon 
season and also expectations, primarily due to the lower incidence of common infections 
such as chikungunya, malaria, dengue and viral fever. 

TruHealth (preventive healthcare) and specialty segment revenue grew by 21% and 15%, 
respectively, on a YoY basis. 

Ameera Shah, 
Chairperson 

2QFY26 Earnings call 

Observing a natural consolidation in the market, where many smaller unorganised labs are 
finding it difficult to sustain. 

Sees a long-term structural opportunity with GLP-based treatments. 

Integration of Core has enhanced its capabilities in high-end molecular diagnostics, 
oncology and next-generation sequencing. 

Thyrocare 
Technologies 

Rahul Guha, MD and 
CEO 

2QFY26 Earnings call 

On CGHS impact - Not to a large extent, although it does, because as the company raises 
the price, everyone follows suit.  B2G is not a very large focus area for the company. If one 
looks at the overall revenue mix, it's about 1% of total revenue. 

Company is in the process of launching complementary packages with the GLP-1 therapy, 
both pre-therapy, during-therapy and post-therapy. As the patients take these weight-loss 
drugs, they preserve their health along with the benefit of weight loss. 

Fever-related volume was muted this season, down 26% versus the same quarter last year. 

Aarogyam continues to lead the preventive healthcare segment, growing at 19% YoY. 

Vikram Gupta, CFO 2QFY26 Earnings call Radiology active sector business grew marginally. 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 3: Total revenue and YoY growth of diagnostics industry – growth has been 
low in 2QFY26 due to the decline in seasonal fevers, despite a heavier monsoon 
season  

 

SOURCE: COMPANY REPORTS, INCRED RESEARCH 
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Figure 4: EBITDA margin of diagnostics industry continues to improve due to 
preventive healthcare packages and broad-based cost-cutting 

 

SOURCE: COMPANY REPORTS, INCRED RESEARCH 

 

Figure 5: Tepid growth in hospital revenue, despite a better case mix across the 
board, due to lower seasonal admissions (Rs m)   

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 6: Margin improvement in hospitals industry due to the improvement in case 
mix across hospitals 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 7: Sensex outperformed BSE Healthcare Index recently due to sector 
correction 

 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 8: 2Q management commentary of hospitals & diagnostics segments and our 
ratings 
 Current Rating Previous Rating Earnings Commentary 

Dr Lal Pathlabs HOLD HOLD     

Metropolis Healthcare ADD ADD     

Thyrocare Technologies ADD ADD     

Apollo Hospitals Enterprise ADD ADD     

AsterDM Healthcare Unrated Unrated     

Fortis Healthcare Unrated Unrated     

Narayana Hrudayalaya Unrated Unrated     

Max Healthcare Unrated Unrated     

KIMS Unrated Unrated     

Global Health Unrated Unrated     
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 9: Earnings revision was a mixed bag with few upgrades and downgrades 

Name of the company FY26F FY27F 

Dr Lal Pathlabs 1.5% -0.6% 

Metropolis Healthcare 0.0% 0.0% 

Thyrocare Technologies 7.7% 7.6% 

Apollo Hospitals Enterprise -12.8% -15.2% 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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DISCLAIMER  
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Services Private Ltd. (formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with 
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trademark for use in this report. 

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related compan ies. This report is not 
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing 
requirements within such jurisdictions. 
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stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any 
purpose without the prior written consent of IRSPL. 

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.  

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity 
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this 
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant; 
(ii) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy, 
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their 
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including 
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market 
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market. 
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information 
disseminated by regulatory information services, other publicly available information and information resulting from our research. While every effort is 
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are 
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of 
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose 
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any 
person to buy or sell any investments. 

The opinions expressed are based on information which is believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made (information barriers and other arrangements may be established, where necessary, to prevent conflicts of 
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their 
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other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 
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intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

IRSPL may have issued other reports (based on technical analysis, event specific, short-term views, etc.) that are inconsistent with and reach a 
different conclusion from the information presented in this report. 

Holding of Analysts/Relatives of Analysts, IRSPL and Associates of IRSPL in the covered securities, as on the date of publishing of this report 
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In the past 12 months, IRSPL or any of its associates may have: 

 

a) Received any compensation/other benefits from the subject company, 

b) Managed or co-managed public offering of securities for the subject company, 

c) Received compensation for investment banking or merchant banking or brokerage services from the subject company, 

d) Received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company 

 

We or our associates may have received compensation or other benefits from the subject company(ies) or third party in connection with the 
research report. 

 

Research Analyst may have served as director, officer, or employee in the subject company. 

 

We or our research analyst may engage in market-making activity of the subject company. 
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Recommendation Framework 
Stock Ratings Definition: 

Add The stock’s total return is expected to exceed 10% over the next 12 months. 

Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net 
dividend yields of the stock.  Stock price targets have an investment horizon of 12 months. 
    

Sector Ratings Definition: 

Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 

    

Country Ratings Definition: 

Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
      

 
 

 
 


