
Choice Equity Broking Pvt. Ltd.—Research Analyst - INH000000222 | Email: institutional.equities@choiceindia.com

Q
2
F

Y
2
7
 R

e
s
u

lt
 U

p
d

a
te

 

HCG: Drug-cap Dent is Temporary; HCG Eyes High-teens Profit Growth

November 06, 2026 | CMP: INR 603 | Target Price: INR 800

Expected Share Price Return: 32.7% I Dividend Yield: 0.0% I Potential Upside: 32.7%  

Institutional Equities | Healthcare

Change in Estimates

Change in Target Price

Change in Recommendation

Change in CIE Estimates

FY27E FY28E

INR Bn New Old Dev. (%) New Old Dev. (%)

Revenue 29.1 29.1 - 33.2 33.2 -

EBITDA 5.4 5.4 - 6.4 6.4 -

EBITDAM % 18.7 18.7 - 19.2 19.2 -

Adj PAT 1.8 1.8 - 2.5 2.5 -

Adj EPS (INR) 11.9 11.9 - 16.5 16.5 -

Actual vs CIE Estimates

INR Bn Q2FY27A CIE Estimate Dev.%

Revenue 7.3 7.4 (1.2)

EBITDA 1.3 1.3 (1.0)

EBITDAM % 18.2 18.2 3 bps

RPAT 0.16 0.26 (36.3)

Shareholding Pattern (%)

Sep 2026 June 2026 Mar 2026

Promoters 64.21 64.21 64.21

FIIs 2.70 2.73 2.76

DIIs 20.78 19.20 18.91

Public 12.32 13.86 14.15

BUY
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Email: deepika.murarka@choiceindia.com 

Ph: +91 22 6707 9513

Stuti Bagadia

Email: stuti.bagadia@choiceindia.com 

Ph: +91 22 6707 9511

Relative Performance (%)

YTD 3Y 2Y 1Y

BSE Healthcare 83.9 16.2 16.1

HCG 63.3 29.1 (20.0)

Company Info

BB Code HCG IN EQUITY

Face Value (INR) 10.0

52-week High/Low (INR) 771 / 513

Mkt Cap (Bn) INR 90.0 / USD 0.9

Shares o/s (Mn) 149.3

3M Avg. Daily Volume 1,62,274

Revenue growth remains strong; PAT misses estimate

▪ Revenue came in at INR 7.3 Bn (vs. CIE est. of INR 7.4 Bn), up 13.1% YoY 

and 5.3% QoQ, supported by broad-based growth across clusters 

▪ EBITDA came in at INR 1.3 Bn (in line with CIE est.), up 8.2% YoY and 9.1% 

QoQ. EBITDA margin came in at 18.2% (in line with CIE est.), contracted by 

84 bps YoY and improved by 64 bps QoQ

▪ RPAT came in at INR 0.16 Bn (vs. CIE est. of INR 0.26 Bn), flat on YoY and 

grew by 19% QoQ

Margin expansion poised to accelerate through better mix and operating 

leverage: HCG’s shift towards complex, high-value oncology is structural. 

Robotic surgeries rose 37% YoY, and non-institutional revenue grew 21%, lifting 

its share to 69%. ARPP grew 7% overall and 14% in the South, driven by 

robotics, advanced radiation and theranostics. The management guides to 

ARPP growth ahead of inflation and the South’s playbook is being 

replicated in the West and East. 

Multiple growth engines beyond the core: The East revenue grew +23% on 

+18% volume growth, Maharashtra delivered mid-teens growth, and Kenya 

surged about 54% after new radiation capacity and addition of 13 beds. Medical 

value travel is growing about 25% and forecast reach 4–5%  of revenue. 

Gujarat is expected to return to mid-teens growth by end of FY27, once the low-

margin institutional business ends. This geographic and service diversification 

lowers dependence on any single market. The management reiterates its mid-

teens revenue growth and high-teens to 20% EBITDA growth guidance, with 

inorganic opportunities as upside.

Regulatory hit seems temporary, not structural: The trade-margin cap on 137 

anti-cancer drugs will cost an estimated mid-to-high single-digit of annualised 

EBITDA, starting in November. For FY27, it will be approximately low-to-mid 

single digit. The management expects no material impact from FY28 as it will 

offset the hit through trade-channel optimisation, volume growth, better utilisation 

and mix.

Particulars (INR Mn) Q2FY27 Q2FY26 YoY (%) Q1FY27 QoQ (%)

Revenue 7,318 6,469 13.1 6,951 5.3

Materials Consumed 1,942 1,772 9.6 1,788 8.6

Gross Margin (%) 73.5 72.6 85bps 74.3 (81) bps

Employee + Operating 

Expenses
4,042 3,464 36.4 3,940 9.6

EBITDA 1,334 1,233 8.2 1,223 9.1

EBITDA Margin (%) 18.2 19.1 (84) bps 17.6 64 bps

Depreciation 678 628 8.0 704 (3.7)

EBIT 656 605 8.4 518 26.5

Interest Cost 384 436 (11.9) 399 (3.6)

PBT 185 198 (6.7) 250 (26.1)

Adjusted PAT 164 164 0.1 138 19.0

Adjusted PAT Margin (%) 2.2 2.5 (29) bps 2.0 19.0

Adjusted EPS (INR) 1.1 1.2 (5.4) 0.9 19.0

Source: HCG, Choice Institutional Equities

Drug-cap dent temporary; HCG eyes high-teens profit growth: HCG guides to 

mid-teens revenue growth and high-teens to 20% EBITDA growth in the next 

few years, with ARPP rising ahead of inflation. North Bangalore, EBITDA loss 

of which narrowed down from INR 75 Mn to INR 61 Mn, is projected reach 

monthly breakeven by Q4FY27. Gujarat is expected back to mid-teens growth in 

the next few quarters. The drug trade-margin cap implies a mid-to-high 

single-digit annualised EBITDA hit, only low-to-mid single digit in FY27, starting 

this month, with no material impact expected in FY28. Medical value travel, 

growing 25%, is estimated reach 4–5%  of revenue, and the management sees 

margin catching up.

View and valuation: We anticipate Revenue/EBITDA/APAT to expand at a 

CAGR of 14.2%/16.5%/85.0%, respectively, over FY26–FY29E. Valuing the 

stock at an EV/EBITDA multiple of 18x (from 20x) on an avg. of FY28–29E, we 

retain our target price of INR 800 and ‘BUY’ rating on the stock.

Sector View: Positive

INR Bn FY25 FY26 FY27E FY28E FY29E

Revenue 22.2 25.5 29.1 33.2 37.9

YoY (%) 16.3 14.5 14.2 14.4 14.0

EBITDA 3.9 4.7 5.4 6.4 7.4

EBITDAM % 17.4 18.3 18.7 19.2 19.4

Adj PAT 0.4 0.5 1.8 2.5 3.3

Adj EPS (INR) 3.2 3.4 11.9 16.5 21.8

ROE % 4.8 3.9 11.8 14.1 15.8

ROCE % 7.6 8.0 11.2 13.7 15.8

PE(x) 189.3 654.3 50.9 36.6 27.6

EV/EBITDA 25.6 21.9 18.3 15.1 12.5
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The management estimates that the trade 

margin cap on 137 non-scheduled anti-cancer 

drugs will reduce annualised EBITDA by a 

mid-to-high single-digit percentage.

The management reaffirmed guidance of mid-

teens revenue growth with high-teens to 20% 

EBITDA growth.

The management sees the South cluster as 

more mature and expects the West and East 

clusters to replicate its clinical programs and 

technology investments, while still gaining 

volumes.

Management Call – Highlights

Operational Updates

▪ Growth was driven by a 9% rise in patient volumes and a 7% rise in average 

revenue per patient, helped by a better payer mix and more high-complexity 

oncology treatment.

▪ The South cluster grew 18% (40% of revenue), the West cluster grew 10% to 

(43% of revenue) and the East cluster grew 23% (11% of revenue).

▪ Non-institutional revenue grew 21% year-on-year and now makes up 69% of 

revenue, a gain of over 300 basis points, while institutional growth was only 

5% as the company purposely cut low-margin payers. 

▪ The company booked an exceptional expense of INR 116 Mn for EPCG 

export-obligation provisioning, with no further material provisions or cash 

impact expected in the near term.

▪ Medical value travel (MVT) is growing about 25% and will reach 4–5%  of 

revenue this year versus about 3% last year, despite disruption in the Middle 

East and Bangladesh.

▪ The North Bangalore hospital continued to ramp up as planned, with revenue 

improving sequentially and quarterly losses narrowing down, indicating steady 

progress towards breakeven.

Expansion Pipeline

▪ The company added 25 operational beds in Q2 (13 in Kenya, 7 in Kolkata, 5 

in Nagpur), bringing the H1 FY27 total bed-addition to 146 beds.

▪ A highly advanced MR LINAC adaptive radiation therapy system went live at 

North Bangalore, and a cardiac surgical robotic system was added at the 

Ahmedabad multi-specialty hospital. 

▪ The company remains focussed on expanding capacity through calibrated 

bed-addition across existing hospitals while improving utilisation before 

undertaking large greenfield expansions.

▪ HCG acquired the remaining 34% stake in its Vizag operations for roughly 

INR 150 Cr, funded from the rights issue proceeds.

▪ The rights issue raised about INR 400 Cr, of which INR 150 Cr went to the 

Vizag acquisition, INR 170 Cr to debt repayment and about INR 80 Cr to 

general corporate purposes.

▪ The management sees the South cluster as more mature and expects the 

West and East clusters to replicate its clinical programs and technology 

investments, while still gaining volumes.

Outlook

▪ The management reaffirmed guidance of mid-teens revenue growth with high-

teens to 20% EBITDA growth.

▪ The company estimates that the trade margin cap on 137 non-scheduled anti-

cancer drugs will reduce annualised EBITDA by a mid-to-high single-digit 

percentage.

▪ The management expects to offset the impact through trade channel 

optimisation, higher patient volumes, better asset utilisation, revenue mix 

optimisation, and operating efficiencies.

▪ ARPP growth is guided to stay at least ahead of inflation, driven by robotics, 

high-end radiation and payer mix improvement.

Institutional Equities
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Source: Companies, Choice Institutional Equities

Peer Comparison (Exhibit 1)

FY29E

Bloomberg 

Ticker

Beds 

Capacity

Additional Beds 

by FY29

Bed Addition 

(%)
ARPOB Occupancy ROCE ROIC ROE

Debt/

Equity

EBITDA 

Margin

EBITDA 

Growth 

(FY26–29E)

APHS 10,456 1,215 11.6% 68,887 73.0% 24.0% 19.2% 22.7% 0.3 16.3% 21.3%

ARTMSL 1,000 850 85.0% 86,631 68.1% 17.3% 12.7% 16.1% 0.2 17.5% 23.9%

FORH 6,324 1,972 31.2% NA 72.0% 17.2% 12.9% 13.8% 0.2 23.7% 18.3%

MEDANTA 3,811 344 9.0% NA 66.5% 19.8% 18.8% 17.3% 0.2 24.9% 27.2%

HCG 3,322 639 19.2% NA NA 15.8% 18.7% 15.8% 0.5 19.4% 16.5%

JSLL 3,031 2,900 95.7% 8,300 56.0% 58.4% 56.8% 43.9% 0.0 44.9% 34.9%

JLHL 1,681 500 29.7% 71,800 59.5% 14.9% 10.7% 16.5% 0.5 22.7% 23.1%

MAXHEALT 6,200 1,960 31.6% NA 77.0% 20.6% 15.8% 17.9% 0.2 27.9% 26.8%

NARH 6,374 1,205 18.9% 53,571 60.0% 17.7% 16.1% 20.6% 0.6 20.4% 22.3%

PARASHLT 2,211 800 36.2% 49,351 69.7% 23.6% 31.5% 24.0% 0.3 23.3% 29.4%

PARKHOSP 3,960 2,150 54.3% 30,444 55.6% 26.9% 23.7% 22.4% 0.1 26.5% 35.3%

RAINBOW 2,555 1,040 40.7% 63,413 49.2% 25.6% 18.5% 19.6% 0.4 33.0% 21.9%

YATHARTH 2,555 3,600 140.9% 35,948 72.0% 10.3% 8.3% 8.6% 0.1 24.8% 52.3%
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Institutional Equities Annual Trends

Targeting addition of ~700 beds by FY29E

EBITDA margin expected to reach ~20% by FY29E

Revenue to expand at 14.2% CAGR over FY26–29E

Adj. PAT forecast to expand 85.0% CAGR over FY26–29E

ROE and ROCE trend

Source: HCG, Choice Institutional Equities Source: HCG, Choice Institutional Equities

Source: HCG, Choice Institutional Equities Source: HCG, Choice Institutional Equities

Source: HCG, Choice Institutional Equities Source: HCG, Choice Institutional Equities

1-year forward EV/EBITDA band (x)
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Income Statement (INR Mn) Balance Sheet (INR Mn)

Institutional Equities

Particulars FY25 FY26 FY27E FY28E FY29E

Revenue 22,229 25,454 29,058 33,231 37,874

Gross Profit 16,423 18,531 21,213 24,326 27,725

EBITDA 3,873 4,658 5,434 6,390 7,359

Depreciation 2,113 2,442 2,733 2,933 3,133

EBIT 1,759 2,216 2,700 3,457 4,226

Other Income 348 250 639 698 757

Interest Expense 1,546 1,766 1,263 1,093 923

PBT 570 269 2,127 3,112 4,110

Adj PAT 444 515 1,770 2,460 3,258

Adj EPS (INR) 3.2 3.4 11.9 16.5 21.8

Particulars FY25 FY26 FY27E FY28E FY29E

Net Worth 9,225 13,320 15,040 17,450 20,658

Minority Interest 676 782 782 782 782

Borrowings & Lease Liabilities 18,372 17,354 14,854 12,854 10,854

Trade Payables 3,343 3,510 3,980 4,552 5,188

Other Non-current Liabilities 1,271 1,360 1,360 1,360 1,360

Other Current Liabilities 2,546 2,899 2,555 2,555 2,555

Total Net Worth & Liabilities 35,432 39,225 38,571 39,553 41,397

Net Block 12,689 13,928 13,195 12,262 11,129

Capital WIP 248 186 186 186 186

Goodwill & Intangible Assets 4,789 4,205 4,205 4,205 4,205

Investments 113 139 139 139 139

Trade Receivables 4,009 4,207 4,803 5,492 6,260

Cash & Cash Equivalents 3,477 5,409 5,448 6,577 8,675

Other Non-current Assets 9,156 9,416 9,416 9,416 9,416

Other Current Assets 952 1,736 1,180 1,276 1,388

Total Assets 35,432 39,225 38,571 39,553 41,397

Cash Flows (INR Mn) FY25 FY26 FY27E FY28E FY29E

Cash Flows from Operations 3,171 3,471 5,455 6,251 7,050

Cash Flows from Investing (4,986) (2,571) (1,624) (2,000) (2,000)

Cash Flows from Financing (424) 2,407 (3,793) (3,123) (2,953)

Ratio Analysis FY25 FY26 FY27E FY28E FY29E

Growth Ratios (%)

Revenue 16.3 14.5 14.2 14.4 14.0

EBITDA 17.5 20.3 16.7 17.6 15.2

PBT (15.9) (52.7) 690.2 46.3 32.1

Adj. PAT (3.0) 15.9 243.8 39.0 32.5

Margins (%)

Gross Profit Margin 73.9 72.8 73.0 73.2 73.2

EBITDA Margin 17.4 18.3 18.7 19.2 19.4

PBT Margin 2.6 1.1 7.3 9.4 10.9

Tax Rate 14.3 15.4 15.4 20.0 20.0

Adj PAT Margin 2.0 2.0 6.1 7.4 8.6

Profitability (%)

ROE 4.8 3.9 11.8 14.1 15.8

ROIC 13.9 17.1 14.8 17.1 18.7

ROCE 7.6 8.0 11.2 13.7 15.8

Financial Leverage (x)

OCF/EBITDA 0.8 0.7 1.0 1.0 1.0

OCF/Net Profit 7.1 25.2 3.1 2.5 2.2

Debt to Equity 2.0 1.3 1.0 0.7 0.5

Interest Coverage 1.1 1.3 2.1 3.2 4.6

Working Capital

Inventory Days 33 32 33 33 33

Debtor Days 66 60 60 60 60

Payable Days 55 50 50 50 50

Cash Conversion Cycle 44 42 43 43 43

Valuation Metrics

No of Shares (Mn) 139.4 149.3 149.3 149.3 149.3

Adj EPS (INR) 3.2 3.4 11.9 16.5 21.8

BVPS (INR) 66.2 89.2 100.7 116.9 138.4

Market Cap (INR Mn) 84,070 90,028 90,028 90,028 90,028

PE 189.3 654.3 50.9 36.6 27.6

P/BV 9.1 6.8 6.0 5.2 4.4

EV/EBITDA 25.6 21.9 18.3 15.1 12.5

EV/Sales 4.5 4.0 3.4 2.9 2.4

DuPont Analysis FY25 FY26 FY27E FY28E FY29E

Tax Burden (%) 78.0 191.2 83.2 79.0 79.3

Interest Burden (%) 27.0 10.9 63.7 74.9 82.5

EBIT Margin (%) 9.5 9.7 11.5 12.5 13.2

Asset Turnover (x) 0.6 0.6 0.8 0.8 0.9

Equity Multiplier (x) 3.8 2.9 2.6 2.3 2.0

ROE (%) 4.8 3.9 11.8 14.1 15.8

Source: HCG, Choice Institutional Equities
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Historical Price Chart: HCG

Date Rating Target Price

November 12, 2024 BUY 547

February 28, 2025 BUY 515

May 27, 2025 REDUCE 575

June 19, 2025 ADD 590

August 04,2025 ADD 700

December 08, 2025 ADD 800

February 09, 2026 BUY 800

May 21, 2026 BUY 800

August 07, 2026 BUY 800

November 06, 2026 BUY 800
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*Large Cap: More Than INR 20,000 Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000 Cr Market Cap

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 stasis  over the next 12 months

CAUTIOUS (C) Fundamentals of the sector are expected to be challenging over the next 12 months
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