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HCG: Restructuring to Unlock Core Oncology Potential ADD =
o
Q
August 04, 2025 | CMP: INR 612 | Target Price: INR 700 o
Sector View: Positive S
Expected Share Price Return: 14.3% | Dividend Yield: 0.0% | Expected Total Return: 14.3% .
S
Change in Estimates X HCG streamlines for high-margin oncology growth
Target Price Change v
Recommendation X HCG is strategically realigning its facility portfolio to focus exclusively on
Company Info specialised oncology care, transitioning away from the multi-specialty model. This
BB Code HCG INEQuITy  shift is aimed at enhancing its value proposition for international patients while
Face Value (INR) 10.0  deepening its presence in core domestic markets.
52 W High/Low (INR) 636/349  Additionally, plans are underway to divest the fertility business, allowing the
Mkt Cap (Bn) INR /$  company to streamline operations and concentrate resources on higher-margin,
Shares o/s ( Mn) 1394 faster-growing oncology segments. Through this focused strategy, the company
3M Avg. Daily Volume 2.39.274  {argets achieving a revenue growth of 15-20% and an EBITDA margin of ~20%
Change in Estimates by FY28.
FY26E FY27E L . . L
INR Bn New OId Dev. (%) New  OIdDev. (%) We maintain our estimates and introduce FY28E projections. We forecast
Revenue 26.3 263 . 206 296 (0.0) revenue/EBITDA/PAT to grow at a CAGR of 17.1%/22.3%/87.6% over FY25—
EBITDA 47 47 - 5.6 5.6 (0.0) FY28E. Valuing the stock at an EV/EBITDA multiple of 17x (unchanged) on the
EBITDAM % 18.00 18.0 Obps 189 189  Obps average of FY27 and FY28 estimates, we arrive at a revised target price of INR
PAT 1.1 1.1 - 1.9 1.9 0.1) 700 (earlier INR 590), maintaining our ADD rating.
EPS 7.8 7.8 - 133 133 (0.1)
Actual vs Consensus Result misses our expectations with increased finance cost
INR Bn Q1FY26A CIE Est. Dev.% ® Revenue came atINR 6.1 Bn (vs. CIE est. of INR 6.5 Bn), up 16.7% YoY and
Revenue 6.1 6.5 -5.1 4.8% QoQ.
EBITDA 1.1 1.2 6.3 = ARPOB stood at INR 44,751, up 0.7% YoY and 1.2% QoQ, while occupancy
Eill'_l'DAM % 8762 8712 -2_27?; improved to 67.1% vs. 65.6% in Q1FY25.
: : : = EBITDA came at INR 1.1 Bn (vs. CIE est. of INR 1.2 Bn), up 18.6% YoY and
Key Financials 2% QoQ. EBITDA margin came at 17.6% (vs. CIE est. of 17.8%), expanded
INR Bn FY24 FY25 FY26E = FY27E = FY28E 28 bpS YoY and contracted by 50 bpS QoQ.
Revenue 191 2292 26.3 29.6 35.7 =  PAT came at INR 0.05 Bn (vs. CIE est. of INR 0.18 Bn), down 60.7% YoY and
YoY (%) 13.0 16.2 185 125 205 35.5% QoQ, due to higher interest and tax expenses.
EBITDA 3.3 3.9 4.7 5.6 71
EBITDAM % 17.2 174 18.0 18.9 198 Scaling capacity to fuel the next phase of growth: 900-beds by FY28
Adj PAT 0.5 0.4 1.1 1.9 29 HCG is set to expand its operational capacity by ~900 beds over the next 3 years,
EPS 33 3.2 78 13.3 21.0 targeting ~2,700 beds by FY28E. This growth will be driven by a combination of
ROE % 55 48 10.6 15.2 19.4 organic expansions, brownfield developments, and strategic acquisitions. The
ROCE % 8.2 76 97 12.1 15,7  focus remains on high-ARPOB, high-demand markets like Bengaluru and
PE(X) 1771 1921 78.2 46.0 29.1 Ahmedabad to maximize returns.
EV/EBITDA 28.8 25.9 21.0 17.3 13.3 We believe, as these new centers ramp up, they are expected to provide
BVPS 59.3 66.2 74.0 873 108.4 substantial operating leverage and reinforce long-term growth trajectory.
FCF 48 5.3 8.2 9.3 9.7 HCG'’s transition to KKR as a strategic investor is a significant development. KKR,
with its profound experience in global healthcare investments, brings not only
Shareholding Pattern (%) financial strength but also strategic vision, helping HCG’s long-term goals.
June-25 Mar-25 Dec-24
Promoters 62.46 71.22 71.22 High ARPOB Growth in Metro Clusters Driving Margin Expansion
Flls 2.16 2.44 2.77 , . . .
Dl 1395 1548 1504 HCG.s mgtro centers in Bgngalore, Ahmedabad, Mumbai, and Kolkata are critical
Public 2917 13.86 4307  margin drivers due to their higher ARI?OB levels. Th.e Bangalore flagship center
reports an ARPOB of INR 75-80K, while the Mumbai and Kolkata centers report
Relative Performance (%) ARPOBs of INR 60K, significantly higher than the company’s overall ARPOB of
YTD 3y 2y 1Y INR 44,750.
BSE Healthcare 92.9 60.1 8.9 We expect that as the patient mix shifts towards high-end therapies and ALOS
HCG 128.1 763 687  reduces, ARPOB is expected to grow by 6-7% in FY26. This ARPOB-led revenue
250 optimization, particularly in high-end metro clusters, ensures that HCG'’s
200 profitability trajectory remains strong despite sector-wide pricing pressures.
150 Particulars (INR Mn) Q1FY26; Q1FY25 YoY (%) Q4FY25:
100 Net Sales 6,132 5,256 16.7 5,852 4.8
50 Materials consumed 1,619 1,332 21.5 1,540 5.1
-4 T T . Gross Margin (%) 73.6 74.7- (105)bps 73.7 (8)bps
Q & N &  Employee + Operating Expenses 3,435 3,014 284 3,254 11.0
3 3 S S EBITDA 1,078 909 18.6 1,057 2.0
HCG ———BSE Healthcare EBITDA Margin (%) 17.6 17.3 28bps 18.1 (49)bps
Depreciation 579 470 23.2 581 (0.3)
Management Meet Note EBIT 499 439 13.6 477 47
Deepika Murarka Interest Cost 455 337 34.9 442 2.9
Email: Deepika.murarka@choiceindia.com PBT 112 190 (40.8) 137 (18.0)
Ph: +91 22 6707 9513 APAT 48 121 (60.7) 74 (35.5)
Maitri Sheth APAT Margin (%) 0.8 2.3 (152)bps 1.3 (48)bps
Email: maitri.sheth@choiceindia.com Adj. EPS (Rs) 0.3 0.9 (60.7) 0.5 (35.5)

Ph: +91 22 6707 9511 Source: HCG, Choice Institutional Equities
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ARPOB maintains steady YoY growth Occupancy improved to 67.1% =
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~700 Beds Addition by FY28 Revenue set to grow at a CAGR of 17.7%from FY25-28E =
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Income statement (Consolidated in INR Mn) Balance sheet (Consolidated in INR Mn) 5
. . q ("]
Particular FY24 FY25  FY26E  FY27E Particular i &
Revenue 19121 22,228 26,330 29,626 35602 INetWorth 8257 9225 10,314 12,167 15098 §
Gross Profit 14367 16422 19485 21982 26,500 mority Interest 393 676 676 676 676 "
CBITOA > Borrowings 12,744 18,372 17,972 16972 15972 | O
3,296 3872 4,739 5,599 7078 ade Payables 2,811 3,343 3,607 4,058 4,889
Depreciation 1,744 2,113 2,396 2,661 2,925 y
P Sth:.{. Non-current 546 1,271 637 637 637
EBIT 1,552 1,759 2,343 2,939 4,152 Liabilities
Other Current Liabilities 2,325 2,546 2,525 2,507 2,492
Other Income 169 348 395 593 714

Total Net Worth &

27,075 35432 35,731 37,017 39,764

Interest Expense 1,087 1,546 1,528 1,443 1,358 Liabilities
PET 673 562 1606 2681 4999 NetBlock 10,147 12,689 13,093 13,132 12,907
Capital WIP 832 248 0 0 0
Reported PAT 481 444 1000 1852 2,931 Gzz'divi” infangible
EPS 33 32 7.8 13.3 210 Assets 2528 4789 4789 4789 4,789
) ) ) ) ) Investments 103 113 113 113 113
Ratio Analysis FY24 FY25  FY26E.  FY27E Trade Receivables 2,940 4,009 4,689 4464 5378
Growth Ratios Cash & Cash Equivalents 3,031 3,477 3,756 5,187 7,149
Revenues 13.0 16.2 185 125 205 Other Non-current Assets 6,666 9,156 8,551 8,527 8,503
EBITDA 15 175 294 18.1 26.4 Other Current Assets 828 952 739 805 925
PBT 500 16.6 186.0 67.0 575 Total Assets 27,075 35,432 35,731 37,017 39,764
PAT 675.7 -3.0 145.6 70.0 V2 Cash Flows (INR Mn) FY24§ FY25§
Margins . i f
N Cash Flows From Operations - 5951 3171 5430 6,573 7,020
Gross Profit Margin 75.1 73.9 74.0 74.2 74.5 A . |
’ ’ : ’ * Cash Flows From Investin
EBITDA Margin 172 17.4 18.0 18.9 19.8 9 2257 -4877 2,218 -2700 -2,700
PBT Margin 35 25 6.1 9.0 11g C@sh Flows From Financing 640 415 1,928 -2,443 -2,358
Tax Rate 39.2 14.5 30.0 30.0 S Pont Analvei o
. ulPon nalysis n
PAT Margin 2.4 2.0 41 6.3 8.2 Y :
Profitability ROE 55%  4.8% 106% 152% 19.4%
Return On Equity Tax Burden 68.0% 79.0% 67.9% 69.1%  69.4%
(ROE) 5.5 4.8 10.6 15.2 19.4
Return On Invested Interest Burden 39.1% 26.6% 58.6% 759% 86.8%
Capital (ROIC) 9.1 13.8 15.0 17.1 208 EBIT Margin 9.0%  95% 104% 11.9%  13.6%
Return On Capital
Employed (ROCE) 8.2 76 9.7 12.1 15,7 Asset Turnover 0.7 0.6 0.7 0.8 0.9
Financial leverage Financial Leverage 3.3 3.8 35 3.0 2.6
OCF/EBITDA (x) 0.9 0.8 1.1 1.2 1.0
OCF / Net pl’Ofit (X) 6.1 71 5.0 35 2.4
EV/EBITDA (x) 29 26 21 17 13
Earnings
EPS 3.3 3.2 7.8 13.3 21.0
Shares Outstanding 139.3 139.3 139.3 139.3 139.3
Working Capital
Inventory Days (x) 32.8 33.3 30.0 30.0 30.0
Receivable Days (x) 56.1 65.8 65.0 55.0 55.0
Creditor Days (x) 53.7 54.9 50.0 50.0 50.0
Working Capital Days 35.2 44.3 45.0 35.0 35.0

Source: HCG, Choice Institutional Equities
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Historical share price chart: Healthcare Global Enterprises Ltd %
700 - Rating Target Price é
oo A May27,2023 NEUTRAL 306 §
August 14, 2023 NEUTRAL 344 =
500 November 13, 2023 NEUTRAL 392
400 - February 11, 2024 NEUTRAL 384
May 31, 2024 REDUCE 376
300 1 August 12, 2024 REDUCE 370
200 | November 12, 2024 BUY 547
February 28, 2025 BUY 515
100 1 May 27, 2025 REDUCE 575
- ; ; . June 19, 2025 ADD 590
Aug-22 Aug-23 Aug-24 Aug-25 )\ gust 04,2025 ADD 700
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CHOICE RATING DISTRIBUTION & METHODOLOGY

Large Cap*

BUY The security is expected to generate upside of 15% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 15% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

Mid & Small Cap*

BUY The security is expected to generate upside of 20% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 20% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -10% over the next 12 months
SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings

NOT RATED (NR) The stock has no recommendation from the Analyst

UNDER REVIEW (UR) The stock is under review by the Analyst and rating may change
Sector View
POSITIVE (P) Fundamentals of the sector look attractive over the next 12 months

NEUTRAL (N) Fundamentals of the sector are expected to be in statis over the next 12 months
CAUTIOUS (C) Fundamentals of the sector are expected to be challenging over the next 12 months
*Large Cap: More Than INR 20,000Cr Market Cap

*Mid & Small Cap: Less Than INR 20,000Cr Market Cap
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General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment objectives,
financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are expression of views
and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through CEBPL
nor any solicitation or offering of any investment/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein.

These information / opinions / views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein.
Recipients of this “Report” should rely on information/data arising out of their own Study/investigations. It is advised to seek independent professional advice and arrive at an
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3. “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this research report.

4.  “CEBPL’, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other
products or services from the company(ies) covered in this report, in the past twelve months.

5. “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the company
(ies) covered in this report.

7. “CEBPL, or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in connection with the research
report.

8.  CEBPL research analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.
9. “CEBPL”, its research analyst has not been engaged in market making activity for the company(ies) covered in the Research report.
Details of Associates of CEBPL and Brief History of Disciplinary action by regulatory authorities are available on our
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Research report
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Research report

5. CEBPL, its research analyst, his associate, or its associates have received compensation for investment banking or merchant banking or brokerage services or for No
any other products or services from the company(ies) covered in the Research report, in the last twelve months

Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole
orin part, is permitted without the CEBPL'’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives, financial situation or
particular needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or
incompleteness of fact or opinion in this “report” or lack of care in this report’s preparation or publication, or any losses or damages which may arise from the use of this research report.
Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADINR) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be
registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. The value of any investment or
income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may
have a positive or adverse effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance. Income from
investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis
operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts no liability
whatsoever for the actions of third parties in this respect.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given above.
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