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Key financial forecast
Mar-23F Mar-24F Mar-25F

Net Profit (Rsm) 734 992 1,207
Core EPS (Rs) 1570 19.66  23.72
Core EPS Growth (51.5%) 25.2% 20.7%
FD Core P/E 31.14 2488 20.62
Recurring ROE 15.9% 19.6% 22.6%
P/BV (x) 4.97 4.79 4.55
DPS (Rs) 1499 1499 17.49
Dividend Yield 3.06% 3.06% 3.58%
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Thyrocare Technologies Ltd.
Sub-optimal non-Covid revenue growth

m Thyrocare Technologies posted largely in-line 3QFY23 results adjusted for

API group ESOPs. Non-Covid revenue CAGR rose to 4% in 3Q vs. 3% in 2Q.

= 14 out of total 29 labs are NABL-accredited. Active pin codes covered were

3,950+. API group revenue flat goq at 12%. Diagnostics cross-sales at 6%.

m Stock fell 25%+ since Nov 2022 due to slow non-Covid business recovery,

stagnant API group business share, and100% pledged promoter holding.

3QFY23 performance largely in line with expectations

Thyrocare Technologies or TTL reported largely in-line revenue/EBITDA/PAT of
Rs1.3bn/Rs337m/Rs205m, +9%/-9%/-5% yoy, respectively. Non-cash API group ESOP
cost included in staff cost was Rs58m in 3Q.

Three-year non-Covid revenue CAGR stood at 4% in 3Q and 9MFY23.

Three-year non-Covid sample volume CAGR stood at 5% in 3Q and 9MFY23.

Sample volume stood at 5.3m, +47% yoy, on a low base. Realization per sample stood
at Rs206, down 20% yoy.
Radiology business had
respectively.

revenue/EBITDA of Rs109m/Rs21m, +50%/2x yoy,

Focus on test quality, reach expansion and TAT improvement

Net addition of 50 pin codes in 3Q. Active pin codes covered stood at 3,950+ as at end-
Dec 2022.

Added three labs: one regional processing lab (RPL) at Varanasi and one satellite lab
each in Mumbai and Bengaluru. Total number of labs stood at 29 as at end-Dec 2022.
Nearly 70% of test samples were processed at 14 NABL-accredited labs. TTL intends
to increase this to 90%+ over the next six months.

Average test report release time or turnaround time (TAT) reduced by an hour to 14
hours.

Leveraging APl group’s digital reach and cross-selling opportunities

Parent company - API group’s (PharmEasy) revenue share stayed flat at 12% qoq of
the total pathology business owing to intentional pruning of low-margin business.
Cross-selling touched 6% of 2m quarterly transacting online users of PharmEasy.
Around 4,900+ chemists/pharmacy stores and 180+ hospitals have been onboarded to
enhance cross-selling of diagnostics services as at end-Dec 2022.

Update on business operations

TTL extended its flagship Aarogyam programme by introducing new packages under
the Aarogyam Pro and Aarogyam Plus series. New price points of <Rs1,200 and
Rs2,500 to Rs4,000/test were launched. Wellness packages now fully cover all price
points.

B2C franchisee network accounted for 60%+ of total pathology sales, B2B partnerships
accounted for 33% while the D2C channel contributed 6% to sales in 3Q.

Non-cash ESOP cost is for ESOPs granted by the parent API Holdings to TTL
employees and recognized as share-based payment in TTL’s P&L and recognized in
the balance sheet as equity contribution from the parent. Total value of the ESOPs
granted stood at Rs455.3m, vesting over a six-year period. (Year 1 — 39.7%, Year 2 —
31.4%, Year 3 —16.2%, Year 4 — 9.0%, Year 5 — 3.5%, Year 6 - 0.2%).

Our view

Stock price is down 25%+ since Nov 2022 due to a slower-than-expected recovery in
non-Covid revenue growth, stagnant API group’s revenue mix and the risks associated
with 100% promoter holding pledged with the lenders.

We maintain our view of TTL being relatively better placed vs. B2C pathology peers (Dr.
Lal Pathlabs/Metropolis) to face severe price competition.

We have a HOLD rating on the stock with a target price of Rs698.
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Figure 1: 3QFY23 result summary

YE Mar (Rs m) 3QFY23 3QFY22
Revenue 1,280 1,174
EBITDA 337 368
EBITDA margin (%) 26.3 31.3
Adj. PAT 205 215
Diluted EPS (Rs) 3.9 4.1

yoy (%) 2QFY23 qoq (%) 9MFY23 O9MFY22 yoy (%)

9.1 1,350 (5.1) 3,908 4,583 (14.7)

(8.5) 382 (11.9) 1,078 1,973 (45.4)

-504 bp 28.3 -202 bp 27.6 43.1 -1,547 bp

(4.6) 221 (7.1) 519 1,548 (66.5)
4.2

SOURCE: INCRED RESEARCH, COMPANY REPORTS

Figure 2: 3QFY23 segmental results snapshot

YE Mar (Rs m) 3QFY23 3QFY22 yoy (%) 2QFY23 qoq (%) 9MFY23 9MFY22 vyoy (%)
Revenue
Diagnostic Testing Services 1,157 1,093 5.9 1,238 (6.5) 3,580 4,334 (17.4)
Imaging Services 108.6 73.0 48.8 97.4 115 291.5 201.6 44.6
Others incl. BMC 14.3 8.0 78.8 14.0 2.1 36.4 47.2 (22.9)
Sub-total 1,280 1,174 9.1 1,350 -5.1 3,908 4,583 -14.7
EBIT
Diagnostic Testing Services 172 273 (37.1) 218 (21.3) 653 1,717 (62.0)
Imaging Services 9 -6 (243.3) 6 45.8 23 -12 (297.4)
Others incl. BMC -3 13 (125.4) 0 3,200 -1 25 (105.2)
Sub-total 177 280 (36.8) 224 (21.0) 675 1,731  (61.0)
EBIT Margin (%)
Diagnostic Testing Services 14.8 25.0 -1013 bp 17.6  -279 bp 18.2 39.6 -2,138 bp
Imaging Services 7.9 -8.2 1614 bp 6.1 186 bp 7.9 -5.8 1,361 bp
Others incl. BMC -23.1 162.5 -18,558 bp -0.7 -2,236 bp -3.6 53.2 -5,675 bp
Sub-total 13.8 23.9 -1,002 bp 16.6 -278 bp 17.3 37.8 -2,050 bp
SOURCE: INCRED RESEARCH, COMPANY REPORTS
Figure 3: Actuals vs. our estimates Figure 4: Actuals vs. Bloomberg consensus estimates
Rs m 3QFY23A 3QFY23F Var(%) Rsm 3QFY23A 3QFY23C Var(%)
Revenue 1,280 1,275 0.4 Revenue 1,280 1,275 0.4
EBITDA 337 325 3.8 EBITDA 337 339 0.7)
EBITDA margin (%) 26.3 25.5 85 bp EBITDA margin (%) 26.3 26.6 -31 bp
Adj. PAT 205 178 15.4 Adj. PAT 205 197 4.2

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS

SOURCE: INCRED RESEARCH, COMPANY REPORTS, BLOOMBERG

Figure 5: Existing revenue mix (D2C accounted for 6% of total sales)

Franchise

-Mom & Pop collection centers
-Local labs

-Nursing homes & hospitals

+——

@ Thyrocare

Tests you can trust

-23 Labs
-Lab within 200Kms of
every pincode of India

-Network of 900+ phlebos

Partnerships + B2G

-Online diagnostics aggregators

-Healthcare platforms

-Employee Wellness platforms

-Government Business

Thyrocare is well placed to leverage best of both worlds

SOURCE: INCRED RESEARCH, COMPANY REPORTS
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Figure 6: Discounted cash flow valuation, Y/E Mar, Rs m

SOURCE: INCRED RESEARCH, BLOOMBERG

FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F FY32F FY33F FY38F
EBIT 1,349 1,630 1,940 2,282 2,657 3,062 3,491 3,940 4,402 4,868 7,245
Depreciation 414 446 480 515 552 588 626 663 701 738 912
Tax paid (334) (407) (487) (576) (675) (799) (914)  (1,035)  (1,161)  (1,289)|  (1,965)
WC changes -44 -47 -55 -59 -63 -67 -70 -71 -72 -71 -72
Capex (263) (276) (289) (304) (319) (335) (352) (369) (388) (407) (520)
FCFF 1,122 1,348 1,589 1,859 2,152 2,450 2,782 3,128 3,483 3,839 5,600
Discounted FCFF 1,002 1,076 1,134 1,186 1,227 1,248 1,267 1,273 1,267 1,248 1,038
Discount factor (x) 0.89 0.80 0.71 0.64 0.57 0.51 0.46 0.41 0.36 0.33 0.19
WACC (%) 11.9
Terminal growth rate (%) 5.0 WACC (%)
Sum of discounted FCFF 17,570 10.9 11.4 11.9 12.4 12.9
Terminal value 17,713 3.0 713 662 617 578 542
Enterprise value 35,282 4.0 764 704 652 607 567
Net debt (1,850) . 5.0 832 759 698 644 598
Terminal
Lease liabilities 207 growth 6.0 928 835 758 694 639
Equity value 36,925 rate (%) 7.0 1,073 945 844 761 693
Number of equity shares o/s. (m) 52.9
Equity value per share (Rs/sh) 698
SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS
Figure 7: P/E SD (five-year mean P/E) Figure 8: P/E band (one-year forward EPS)
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Profit & Loss

Balance Sheet

(Rs mn) Mar-22A Mar-23F Mar-24F Mar-25F (Rs mn) Mar-22A Mar-23F Mar-24F Mar-25F
Total Net Revenues 5,889 5,276 6,158 7,091 Total Cash And Equivalents 1,391 1,850 2,081 2,400
Gross Profit 4,192 3,654 4,280 4,946 Total Debtors 932 217 253 291
Operating EBITDA 2,349 1,451 1,737 2,049 Inventories 245 220 257 295
Depreciation And Amortisation (339) (382) (414) (446) Total Other Current Assets 132 118 138 159
Operating EBIT 2,010 1,069 1,323 1,603 Total Current Assets 2,700 2,404 2,729 3,146
Financial Income/(Expense) 17) 10 34 40 Fixed Assets 1,496 1,427 1,349 1,265
Pretax Income/(Loss) from 2) 8 8 9 Total Investments 209 209 209 209
Assoc. Intangible Assets 1,003 1,003 1,003 1,003
Non-Operating 285 25 26 28 | | Total Other Non-Current Assets 663 663 663 663
Income/(Expense) Total Non-current Assets 3,370 3,301 3,224 3,139
Profit Before Tax (pre-El) 2,277 1,112 1,392 1,679 Short-term Debt
Exceptional I.tems (130) (65) (65) Current Portion of Long-Term
Pre-tax Profit 2,277 982 1,326 1,614 Debt
Taxation (562) (247) (334) (407) | | Total Creditors 166 145 169 194
Exceptional Income - post-tax Other Current Liabilities 430 145 169 194
Profit After Tax 1,715 734 992 1,207 | [ Total Current Liabilities 595 289 337 389
Minority Interests Total Long-term Debt
Preferred Dividends Hybrid Debt - Debt Component
FX Gain/(Loss) - post tax Total Other Non-Current 210 210 210 210
Other Adjustments - post-tax Liabilities
Net Profit 1,715 734 992 1,207 Total Non-current Liabilities 210 210 210 210
Recurring Net Profit 1,715 832 1,041 1,256 Total Provisions
Fully Diluted Recurring Net 1,715 832 1,041 1,256 Total Liabilities 805 499 547 598
Profit Shareholders Equity 5,266 5,207 5,405 5,687

Minority Interests

Total Equity 5,266 5,207 5,405 5,687
Cash Flow Key Ratios
(Rs mn) Mar-22A Mar-23F Mar-24F  Mar-25F Mar-22A Mar-23F Mar-24F Mar-25F
EBITDA 2,349 1,451 1,737 2,049 Revenue Growth 19.1% (10.4%) 16.7% 15.2%
Cash Flow from Invt. & Assoc. Operating EBITDA Growth 37.2% (38.2%) 19.7% 18.0%
Change In Working Capital (792) 448 (44) (47) Operating EBITDA Margin 39.9% 27.5% 28.2% 28.9%
(Incr)/Decr in Total Provisions Net Cash Per Share (Rs) 26.27 34.93 39.30 45.33
Other Non-Cash (117) (170) (114) (124) BVPS (Rs) 99.44 98.32 102.08 107.39
(Income)/Expense Gross Interest Cover 84.82 47.47 53.28 58.73
Other Operating Cashflow 285 25 26 28 | | Effective Tax Rate 24.7% 25.2% 25.2% 25.2%
Net Interest (Paid)/Received (24) (23) (25) (27) Net Dividend Payout Ratio 46.2% 91.8% 75.1% 72.8%
Tax Paid (568) (247) (334) (407) | [ Accounts Receivables Days 42.73 39.74 13.93 14.01
Cashflow From Operations 1,134 1,484 1,245 1,472 Inventory Days 51.51 52.32 46.28 46.96
Capex (149) (250) (263) (276) Accounts Payables Days 44.72 34.90 30.44 30.88
Disposals Of FAs/subsidiaries ROIC (%) 65.3% 27.6% 39.4% 48.2%
Acq. Of Subsidiaries/investments ROCE (%) 42.3% 21.0% 26.0% 30.1%
Other Investing Cashflow (87) (218) (191) (183) Return On Average Assets 30.2% 14.5% 17.6% 20.1%
Cash Flow From Investing (236) (468) (454) (458)
Debt Raised/(repaid) (54)
Proceeds From Issue Of Shares
Shares Repurchased
Dividends Paid (793) (794) (794) (926)
Preferred Dividends
Other Financing Cashflow (48) (23) (25) (27)
Cash Flow From Financing (894) (816) (818) (953)
Total Cash Generated 4 201 27) 60
Free Cashflow To Equity 845 1,017 791 1,013
Free Cashflow To Firm 922 1,039 816 1,041

12-mth Fwd Rolling FD Core P/E

90
70
50
30
10 | T

(x)

Apr-18 Apr-19

Apr-20

Apr-21

= ]2-mth Fwd Rolling FD Core P/E (x)(lhs)
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