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Profile 
Apollo Hospitals is an integrated healthcare provider, with services 
ranging from hospitals, retail pharmacies, health insurance, clinics, etc. 
The company is a pioneer in corporate hospitals and forms the largest 
chain in India with more than 10,200 beds across 71 hospitals. With 
more than 4,000 pharmacy outlets across the country, Apollo 
Pharmacy also forms the largest organized retail pharmacy chain in 
India. The company is on a massive expansion drive, wherein it has 
plans to expand its hospital presence in Tier I cities in addition to 
entering newer Tier II/III cities through its ‘REACH’ initiative 
 
Investment Rationale 
Capital raise to fuel growth 

Apollo Hospitals recently concluded QIP of Rs11.7 bn of which Rs4.1 
bn will be utilized for acquiring balance 50% stake in Apollo Gleneagles 
Hospital Kolkata, Rs1.4 bn will be invested in strengthening digital 
initiatives through Apollo 24/7, Rs1.5 bn towards diagnostics business 
and balance for any potential inorganic opportunity & reducing debt. 

Through these investments management aims to achieve preventive 
healthcare (ProHealth) revenue of Rs10 bn in the next 3 years, from 
current Rs2.5 bn. It also aims to scale diagnostics revenues to Rs5 bn 
in next 3-4 years from current Rs1.6 bn. 

Potential value unlocking in pharmacy segment 

Apollo Hospitals has completed the divestment of its front-end retail 
pharmacy business into Apollo Pharmacies (APL). APL is a wholly-
owned subsidiary of Apollo Medicals Pvt Ltd. (AMPL), in which Apollo 
Hospitals owns 25.5% stake. However, the back-end of the retail 
pharmacy business continues to be retained by Apollo Hospitals which 
would capture 85% of the cash flows and 80% of the EBITDA of the 
erstwhile pharmacy business (front-end + back-end). This structure 
has taken Apollo Hospitals one step closer to a potential unlocking of 
value in the pharmacy segment. 
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Margin improvement through cost optimization initiatives and rise in occupancy rate 

The company has been implementing a cost rationalization exercise along with an external consulting agency 
and has guided for structural cost savings of 12-15% in the long term. The management continues to focus 
on cost optimization and has maintained the guidance that they will sustain a cost saving of Rs100-200cr in 
FY22. The company has witnessed rise in patient footfalls and occupancy rates with the economy moving 
towards pre-COVID levels. 

Risks 
Price Regulation: Regulating prices for critical treatments remains a major risk on revenues and margins. 
 
High competition: Private hospitals are facing high competition from existing and new hospitals. 
Improvement in services from government hospitals might also lead to increased competition. 
 
Heavy capex: New hospitals require high capex, any delay in commissioning or ramping-up will impact 
margins, cash flows and overall growth. 
 
Outlook & Valuation 

Apollo Hospitals reported strong sequential recovery in it’s quarterly earnings led by improvement in overall 
occupancy levels and average revenue per operating bed (ARPOB). Improvement in ARPOB was mainly 
because of increase in non-covid occupancy and surgical volumes. We expect normalcy in operations from 
Q2/Q3 FY22 which will lead to higher margins and ARPOB. Improvement in ARPOB and margins will continue 
for both, new and mature hospitals, led by high-end surgical procedures across specialties and 
normalization in international patient flow. Management has also indicated that margin expansion will be 
aided by consolidation & further ramp-up in the Kolkata/Lucknow hospitals in FY22. 

We believe Hospital segment to steadily recover from Q2FY22 onward while pharmacy business continues 
to remain on strong footing. Apollo 24/7 and diagnostics are likely to be the next frontiers of growth. We 
remain positive on the company given strong healthcare pedigree, strict cost control measures, faster 
maturity of new hospitals and investments in 24/7 & diagnostics business. Thus, we initiate a Buy with a 
TP of Rs3,940 based on SOTP valuation. 
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Financial Summary 
Consolidated (INR in cr) FY19 FY20 FY21 E FY22 E FY23 E 
Revenue 9,617 11,247 10,744 13,331 15,489 
YoY growth (%) 16.7% 16.9% -4.5% 24.1% 16.2% 
EBITDA 1,064 1,587 1,164 1,972 2,358 
EBITDA margin (%) 11.1% 14.1% 10.8% 14.8% 15.2% 
PAT 199.2 434.9 119.1 656.6 910.3 
EPS 16.9 32.7 6.3 46 63.8 
ROCE (%) 9 11.2 6.2 13.4 15.3 
ROE (%) 6.9 7.4 2.3 14.4 17.4 
P/E (x) 200 103 537 73 53 
P/B (x) 11.0 11.0 8.9 8.1 6.9 
EV/EBITDA (x) 39.1 26.1 34.7 20.8 17.1 
Net Debt/Equity (x) 0.9 0.9 0.4 0.3 0.1 

 

Click here to watch the video.

https://www.youtube.com/watch?v=jbiVbcj-BYo


 

 

DISCLAIMER 

Recommendation Parameters for Fundamental/Technical Reports:  
 
Buy – Absolute return of over +10% 
Accumulate – Absolute return between 0% to +10% 
Reduce – Absolute return between 0% to -10% 
Sell – Absolute return below -10% 
 
Please refer to http://www.indiainfoline.com/research/disclaimer for recommendation parameter, analyst disclaimer and other disclosures.  
 
Investments in securities market are subject to market risks, read all the related documents carefully before investing. There is no assurance or guarantee that the
 investment objectives shall be achieved. IIFL does not guarantee any assured returns on the investments recommended herein. Past performance of securities/ i
nstruments is not indicative of their future performance. IIFL makes no representation/s or warranty/ies, express or implied, as to the accuracy, completeness or r
eliability of any information compiled herein, and hereby disclaims any liability with regard to the same, including, without limitation, any direct, indirect, incidental 
or consequential loss. You shall verify the veracity of the information on your own before using the information provided in the document.Investors are requested t
o review the prospectus carefully and obtain expert professional advice. IIFL group, associate and subsidiary companies are engaged in providing various financial
 services and for the said services (including the service for acquiring and sourcing the units of the fund) may earn fees or remuneration. 
 
IIFL Group | IIFL Securities Ltd., IIFL House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604. CIN:  
99999MH1996PLC132983 Tel.: (91-22)2580 6650. Customer Service: 40071000.Stock Broker SEBI Regn: INZ000164132. NSE: 10975 BSE: 179 MCX: 55995 NCDEX: 
01249 Depository: INDP1852016. MF Distributor ARN: 47791. PMS SEBI Regn,: INP000002213. Investment Adviser SEBI Regn. INA00000623. Research Analyst 
SEBI Regn: INH000000248. Loan products are offered by IIFL Finance Ltd. & IIFL Home Finance Ltd. Kindly refer to www.indiainfoline.com  for detailed disclaimer 
and risk factors. 
 
For Research related queries, write at research@iifl.com 
 
For Sales and Account related information, write to customer care: cs@iifl.com or call on 91-22 4007 1000 
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