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With price hikes early next year, PPP base reset in 4Q and ramp-up of newer labs, METROHL’s 

earnings momentum should accelerate, in our view. We expect mid-teens revenue CAGR 

with meaningful margin expansion (to 27%) to play out over the next 3 years. The recent 2Q 

performance was in line with JMFe. Core business revenue (ex-Covid, ex-PPP) grew 13.4% 

YoY. Reported EBITDA includes a one-time impact of INR 33mn pertaining to provision for 

adjustments related to employee fraud pursuant to an audit triggered by a whistleblower 

complaint. Adjusted for this, margin was c. 110bps ahead of our estimates. B2C business 

continues to deliver strong mid-teens growth particularly driven by core markets such as 

Mumbai (23%). The receding competitive intensity, near-completion of accelerated network 

expansion, robust Hitech performance, introduction of basic radiology services and improving 

earnings visibility build a compelling case for our long-term ‘BUY’ thesis. We value METROHL 

at 38x (vs. 36x) Sep’25 earnings to derive a TP of INR 1,635. We prefer METROHL as our ‘top 

pick’ in the diagnostic sector.  

 We prefer METROHL as our ‘top pick’ in the diagnostic sector: We expect ~15% revenue 

CAGR over the next 3 years along with margin expansion (to 27%). METROHL’s near-

term earnings are subdued due to NACO contract expiry and aggressive network 

addition. While we do expect the envisaged lab addition to be completed next fiscal, the 

operating leverage will be realised in FY26. Pre-Covid, METROHL had reported higher 

margins than DLPL. The company also alluded to a price hike early next year, which 

should further bolster earnings. DLPL’s operating leverage has largely played out in FY24 

(in the price) and we believe that there is limited room for margin expansion hereon given 

that DLPL seeks to reinvest surplus for organic expansion. METROHL, nearing the end of 

its network expansion cycle, can therefore outperform DLPL over FY24-27, in our view. 

 Revenue momentum to accelerate: Metropolis’ revenue increased 3%YoY to INR 3.1bn 

(in line), optically subdued due to expiry of the NACO contract. Core business revenue 

(ex-PPP, ex-Covid) grew 13.4%YoY. B2C revenue outpaced overall growth at 16% YoY 

with Mumbai growing faster (23%). Core business patient volume increased to 3.1mn 

(+10.4% YoY) and ARPP grew ~3% YoY to INR 975. Premium wellness tests’ share was 

14% of revenue (vs. 13% YoY), growing 27% YoY (21% volume growth).  

 Network expansion on track: Metropolis is on course to add 90 labs and 1,800 service 

centres over FY21-25. This will be via increasing penetration in focus markets and 

widening geographical presence (reach 600 towns by FY24) in untapped markets. The 

company plans to deepen its presence in Chennai and Bengaluru, akin to Mumbai. The 

company will add ~30 labs and 800 centres in FY24 and an additional 30 labs in FY25, in 

our view. During 1HFY24, Metropolis (ex Hitech) added 12 labs and 242 centres across 

geographies, leading to margin dilution of 120bps. METROHL plans to introduce basic 

radiology services (ECG, X-Ray etc.) in its 400 owned centres to increase ARPP as the 

services are complementary to its current offering. These services will be provided through 

an asset light model and are not expected to dilute margins.  

Financial Summary  (INR mn) 
Y/E March FY22A FY23A FY24E FY25E FY26E 

Net Sales 12,283 11,482 12,051 13,876 15,910 

Sales Growth (%) 23.1 -6.5 5.0 15.1 14.7 

EBITDA 3,428 2,883 2,892 3,538 4,248 

EBITDA Margin (%) 27.9 25.1 24.0 25.5 26.7 

Adjusted Net Profit 1,983 1,429 1,425 1,938 2,469 

Diluted EPS (INR) 38.8 27.9 27.9 37.9 48.3 

Diluted EPS Growth (%) 7.8 -27.9 -0.3 36.0 27.4 

ROIC (%) 32.9 15.8 15.8 21.0 27.2 

ROE (%) 24.9 15.2 13.7 16.8 19.0 

P/E (x) 40.5 56.3 56.4 41.5 32.6 

P/B (x) 9.1 8.1 7.4 6.6 5.8 

EV/EBITDA (x) 23.6 27.7 27.2 21.8 17.7 

Dividend Yield (%) 0.5 0.3 0.4 0.6 0.9 

Source: Company data, JM Financial. Note: Valuations as of 06/Nov/2023 

Jainil Shah 
jainil.shah@jmfl.com | Tel: (91 22) 66303155 

We acknowledge the support of Raghav Vedanarayanan 
in the preparation of this report 

     

  
     

  
     

  
    

 

Recommendation and Price Target 

Current Reco. BUY 

Previous Reco. BUY  

Current Price Target (12M) 1,635 

Upside/(Downside) 4.0% 

Previous Price Target 1,610 

Change 1.6% 

 

Key Data – METROHL IN  

Current Market Price INR1,572 

Market cap (bn) INR80.5/US$1.0 

Free Float 43% 

Shares in issue (mn) 50.9 

Diluted share (mn) 51.2 

3-mon avg daily val (mn) INR537.7/US$6.5 

52-week range 1,766/1,171 

Sensex/Nifty 64,959/19,412 

INR/US$ 83.2  

 

Price Performance 
% 1M 6M 12M 

Absolute 6.8 22.3 -10.1 

Relative* 8.5 14.9 -15.7 

* To the BSE Sensex 
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 Whistleblower complaint: The company said there was a whistleblower complaint relating 

to certain accounting adjustments in FY23 and FY24. The matter was referred to an 

expert third party auditor as per established internal policies. A one-time provision of INR 

33mn (~110bps EBITDA margin impact) has been provided in 2Q to ensure full impact in 

for the audit. The company has undertaken audits across the group level post the 

complaint and noted that the incident was an isolated one that occurred in a select 

geographical region and not an institutional issue. Further, the management clarified that 

there was no misappropriation of funds related to this complaint. 

 Key financials: Revenue/EBITDA/PAT of INR 3.1bn/ 748mn/ 355mn grew +3%/-5%/-12% 

YoY and were +1%/+1%/+2% vs. our estimates.  Gross margin improved c. 290bps YoY 

to 80.1% (JMFe: 77.8%). EBITDA margin declined c.200bps YoY to 24.2% (JMFe: 

24.3%). This includes a one-off impact of INR 33mn pertaining to provision for 

adjustments related to employee fraud pursuant to an audit post a whistleblower 

complaint. Adjusted for this, margin was c. 110bps ahead of our estimates. The company 

has gross debt of INR 440mn and it plans to be debt-free by the end of the year. At 

present, the company has a cash balance of INR 1.1bn, which will be used for dividend 

payout and inorganic growth opportunities. 

 

 Valuations  Exhibit 1.

 
Source: Bloomberg, JM Financial 

 

 We expect METROHL to outperform DLPL over the next 3 years Exhibit 2.

3Y CAGR (FY24-27) DLPL METROHL 

Revenue 12.2% 14.8% 

EBITDA 13.0% 19.6% 

PAT 16.6% 28.0% 

Source: JM Financial 
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 Aggressive lab additions Exhibit 3.

 
Source: Company, JM Financial 

 Aggressive service network expansion Exhibit 4.

 
Source: Company, JM Financial 

 

 Quarterly revenue break-up Exhibit 1.

 
Source: Company, JM Financial 
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 2QFY24 review Exhibit 2.

Metropolis - P&L (INR mn) 2QFY23A 2QFY24A % YoY 2QFY24E 
% Delta vs 

JMFe 

2QFY24E 

(cons) 

% 

Delta 

vs cons 

1QFY24A % QoQ 1H23A 1H24A % YoY 

Total Revenue 3,003 3,085 3% 3,059 1% 3,040 1% 2,771 11% 5,802 5,856 1% 

COGS 684 613 -10% 679 -10% 
  

570 8% 1,299 1,182 -9% 

Gross Profit 2,319 2,472 7% 2,380 4% 
  

2,201 12% 4,503 4,674 4% 

Gross Profit margin (%) 77.2% 80.1% 292 bps 77.8% 234 bps 
  

79.4% 70 bps 77.6% 79.8% 219 bps 

Staff Cost 616 698 13% 673 4% 
  

651 7% 1,238 1,348 9% 

Other expenses 913 1,027 12% 964 7% 
  

921 11% 1,790 1,948 9% 

EBITDA 790 748 -5% 743 1%     629 19% 1,475 1,377 -7% 

EBITDA margin (%) 26.3% 24.2% -206 bps 24.3% -5 bps 
  

22.7% 154 bps 25.4% 23.5% -190 bps 

Other Income 43 12 -72% 24 -49% 
  

31 -60% 74 43 -42% 

Finance Cost 70 57 
 

65 
   

60   145 117   

Depreciation 216 222 
 

225 
   

208   428 431   

PBT 548 481 -12% 477 1% 
  

392 23% 976 873 -11% 

Exceptional Items 0 (33) 
 

0 
   

0   0 -33   

Tax 143 125 
 

129 
   

102   236 227   

Tax Rate (%) 26.1% 27.8% 
 

27.0% 
   

26.1%   24.2% 27.0%   

Minority Interest 1 2 
 

1 
   

2   3 4   

PAT (Reported) 403 355 -12% 347 2% 381 -7% 288 23% 737 643 -13% 

PAT (Adjusted) 403 388 -4% 347 12%     288 35% 737 676 -8% 

EPS (Reported) 8 7 -12% 7 2%     6 23% 14 13 -13% 

EPS (Adjusted) 8 8 -4% 7 12%     6 35% 14 13 -8% 

  
        

  
  

  

Metropolis - Cost margins 2QFY23A 2QFY24A % YoY 2QFY24E 
% Delta vs 

JMFe 
    1QFY24A % QoQ 1H23A 1H24A % YoY 

COGS/sales 22.8% 19.9% -292 bps 22.2% -234 bps 
 

  20.6% -70 bps 22.4% 20.2% -219 bps 

Staff cost/sales 20.5% 22.6% 209 bps 22.0% 61 bps 
 

  23.5% -87 bps 21.3% 23.0% 168 bps 

Other expenditure/sales 30.4% 33.3% 289 bps 31.5% 178 bps     33.3% 3 bps 30.8% 33.3% 242 bps 

                          

Metropolis - Revenue Segment 2QFY23A 2QFY24A % YoY 2QFY24E 
% Delta vs 

JMFe 
    1QFY24A % QoQ 1H23A 1H24A % YoY 

Non-covid 2876 3023 5% 3039 -1%     2720 11% 5,506 5,743 4% 

Covid 128 50 -61% 20 150%     50 0% 296 100 -66% 

Source: Company, JM Financial, Bloomberg 
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Financial Tables (Consolidated) 

Income Statement   (INR mn) 

Y/E March FY22A FY23A FY24E FY25E FY26E 

Net Sales 12,283 11,482 12,051 13,876 15,910 

Sales Growth 23.1% -6.5% 5.0% 15.1% 14.7% 

Other Operating Income 0 0 0 0 0 

Total Revenue 12,283 11,482 12,051 13,876 15,910 

Cost of Goods Sold/Op. Exp 2,760 2,533 2,531 2,817 3,341 

Personnel Cost 2,332 2,527 2,712 3,080 3,468 

Other Expenses 3,763 3,539 3,917 4,440 4,853 

EBITDA 3,428 2,883 2,892 3,538 4,248 

EBITDA Margin 27.9% 25.1% 24.0% 25.5% 26.7% 

EBITDA Growth 19.9% -15.9% 0.3% 22.3% 20.1% 

Depn. & Amort. 632 892 858 905 932 

EBIT 2,796 1,991 2,034 2,633 3,316 

Other Income 176 152 120 185 229 

Finance Cost 197 268 221 227 233 

PBT before Excep. & Forex 2,775 1,875 1,932 2,590 3,312 

Excep. & Forex Inc./Loss(-) 159 0 0 0 0 

PBT 2,934 1,875 1,932 2,590 3,312 

Taxes 787 441 502 648 838 

Extraordinary Inc./Loss(-) 0 0 0 0 0 

Assoc. Profit/Min. Int.(-) -5 -5 -5 -5 -5 

Reported Net Profit 2,142 1,429 1,425 1,938 2,469 

Adjusted Net Profit 1,983 1,429 1,425 1,938 2,469 

Net Margin 16.1% 12.4% 11.8% 14.0% 15.5% 

Diluted Share Cap. (mn) 51.2 51.2 51.2 51.2 51.2 

Diluted EPS (INR) 38.8 27.9 27.9 37.9 48.3 

Diluted EPS Growth 7.8% -27.9% -0.3% 36.0% 27.4% 

Total Dividend + Tax  409    339   445   605    926 

Dividend Per Share (INR)   8.0   5.3   7.0     9.5   14.5 

 Source: Company, JM Financial 

Cash Flow Statement                                                     (INR mn) 

Y/E March FY22A FY23A FY24E FY25E FY26E 

Profit before Tax 2,934 1,875 1,932 2,590 3,312 

Depn. & Amort. 632 892 858 905 932 

Net Interest Exp. / Inc. (-) 72 211 101 43 233 

Inc (-) / Dec in WCap. -164 71 -95 -115 -128 

Others -116 -63 0 0 0 

Taxes Paid -825 -516 -502 -648 -838 

Operating Cash Flow 2,533 2,471 2,295 2,776 3,511 

Capex -307 -526 -600 -650 -330 

Free Cash Flow 2,226 1,945 1,695 2,126 3,181 

Inc (-) / Dec in Investments -7,180 929 120 185 151 

Others  111 65 0 0 0 

Investing Cash Flow -7,376 468 -480 -465 -179 

Inc / Dec (-) in Capital 0 0 0 0 0 

Dividend + Tax thereon -409 -410 -445 -605 -926 

Inc / Dec (-) in Loans 2,585 -1,789 -791 0 0 

Others -538 -712 -221 -227 -233 

Financing Cash Flow 1,637 -2,910 -1,457 -833 -1,159 

Inc / Dec (-) in Cash   -3,206   29  357   1,478   2,173 

Opening Cash Balance   3,866  660   688    1,046   2,523 

Closing Cash Balance     660   688   1,046   2,523   4,696 

 Source: Company, JM Financial 

 

Balance Sheet  (INR mn) 

Y/E March FY22A FY23A FY24E FY25E FY26E 

Shareholders’ Fund 8,862 9,882 10,862 12,194 13,772 

   Share Capital 102 102 102 102 102 

   Reserves & Surplus 8,760 9,780 10,760 12,092 13,669 

Preference Share Capital  0 0 0 0 0 

Minority Interest 20 25 30 35 35 

Total Loans 2,585 791 0 0 0 

Def. Tax Liab. / Assets (-) 769 713 713 713 713 

Total - Equity & Liab. 12,236 11,411 11,605 12,942 14,520 

Net Fixed Assets 9,552 9,668 9,409 9,154 8,602 

   Gross Fixed Assets 4,339 4,996 5,596 6,246 6,576 

   Intangible Assets 8,280 8,610 8,610 8,610 8,660 

   Less: Depn. & Amort. 3,067 3,938 4,797 5,702 6,634 

   Capital WIP 0 0 0 0 0 

Investments 155 148 148 148 148 

Current Assets 5,498 5,131 5,606 7,738 10,469 

   Inventories 511 446 501 577 662 

   Sundry Debtors 1,355 1,219 1,329 1,530 1,755 

   Cash & Bank Balances 1,669 932 1,289 2,767 4,769 

   Loans & Advances 115 141 138 159 182 

  Other Current Assets 1,847 2,394 2,349 2,704 3,101 

Current Liab. & Prov. 2,969 3,536 3,559 4,097 4,698 

   Current Liabilities 1,867 2,201 2,249 2,590 2,969 

   Provisions & Others 1,102 1,335 1,309 1,508 1,729 

Net Current Assets 2,529 1,595 2,048 3,640 5,770 

Total – Assets 12,236 11,411 11,605 12,942 14,520 

 Source: Company, JM Financial 

 

 

Dupont Analysis                                                    

Y/E March FY22A FY23A FY24E FY25E FY26E 

Net Margin 16.1% 12.4% 11.8% 14.0% 15.5% 

Asset Turnover (x) 1.2 0.9 0.9 1.0 1.0 

Leverage Factor (x) 1.3 1.4 1.2 1.2 1.2 

RoE 24.9% 15.2% 13.7% 16.8% 19.0% 
 

Key Ratios                                                      

Y/E March FY22A FY23A FY24E FY25E FY26E 

BV/Share (INR) 173.3 193.2 212.4 238.4 269.2 

ROIC 32.9% 15.8% 15.8% 21.0% 27.2% 

ROE 24.9% 15.2% 13.7% 16.8% 19.0% 

Net Debt/Equity (x) 0.1 0.0 -0.1 -0.2 -0.4 

P/E (x) 40.5 56.3 56.4 41.5 32.6 

P/B (x) 9.1 8.1 7.4 6.6 5.8 

EV/EBITDA (x) 23.6 27.7 27.2 21.8 17.7 

EV/Sales (x) 6.6 7.0 6.5 5.6 4.7 

Debtor days 40 39 40 40 40 

Inventory days 15 14 15 15 15 

Creditor days 43 40 40 41 42 

Source: Company, JM Financial 
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History of Recommendation and Target Price  

Date Recommendation Target Price % Chg. 

4-Jul-22 Buy 1,760   

11-Aug-22 Buy 1,700 -3.4 

9-Nov-22 Buy 1,895 11.5 

13-Feb-23 Buy 1,825 -3.7 

3-Mar-23 Buy 1,775 -2.7 

17-May-23 Buy 1,670 -5.9 

3-Aug-23 Buy 1,610 -3.6 
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APPENDIX I 

JM Financial Inst itut ional Secur it ies Limited  

Corporate Identity Number: U67100MH2017PLC296081 
Member of BSE Ltd. and National Stock Exchange of India Ltd. 

SEBI Registration Nos.: Stock Broker - INZ000163434, Research Analyst - INH000000610 
Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India. 

Board: +91 22 6630 3030 | Fax: +91 22 6630 3488 | Email: jmfinancial.research@jmfl.com | www.jmfl.com 
Compliance Officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: sahil.salastekar@jmfl.com 
Grievance officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: instcompliance@jmfl.com 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 

Definition of ratings 

Rating Meaning 

Buy Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and  REITs* and more than 

15% for all other stocks, over the next twelve months. Total expected return includes dividend yields. 

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market 

capitalisation in excess of INR 200 billion and  REITs* and in the range of 10% downside to 15% upside from the current market price 

for all other stocks, over the next twelve months. 

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months. 

* REITs refers to Real Estate Investment Trusts. 

Research Analyst(s) Certification 

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: 

All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and 
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report. 
 

Important Disclosures 
 

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the 

company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select 

recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written 

consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein. 

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading 

memberships of the BSE Ltd. (BSE) and National Stock Exchange of India Ltd. (NSE). No material disciplinary action has been taken by SEBI against JM Financial 

Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and 

certification from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any 

assurance of returns to investors. 

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional 

clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management, 

brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing 

offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies) 

covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from 

the company(ies) mentioned in this report for rendering any of the above services. 

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell 

the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other 

compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to, 

or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in, 

it may have potential conflict of interest at the time of publication of this report on the subject company(ies). 

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or 

more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014. 

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt 

or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The 

Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts) 

Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the 

company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time 

of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report. 
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or 

developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 

not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This 

report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision. 

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been 

prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro‐economic factors. JM Financial Institutional 

Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered 

in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the 

views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report. 

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of 

any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to 

make modifications and alterations to this statement as they may deem fit from time to time. 

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or 

other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional 

Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be 

eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of 

and to observe such restrictions. 

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial 
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