
 

  

  

Sector Note Healthcare │ India │ July 14, 2023  

 
 

 

 

  Powered by 
EQUITEC 

 

Analyst(s) 

 

Rahul AGARWAL 

T (91) 22 4161 1553 
E rahul.agarwal@incredcapital.com 

Harshit SARAWAGI 
T (91) 22 4161 0000 
E harshit.sarawagi@incredcapital.com 

  

 

 

Healthcare - Overall  
1QFY24 diagnostics sector results preview  

■ We expect non-Covid 4-year revenue CAGR (1QFY20-1QFY24F) at 6-11% for 
coverage firms excl. M&A. Dr. Lal: 11.2%; Thyrocare: 7.6%; Metropolis: 5.7%.   

■ Favourable base, higher non-Covid patients, price hikes, better mix, opex cut 
and debt repayment may lead to EBITDA/PAT growth of 17-23% yoy.  

■ We expect a gradual recovery in patient volume growth over Jul-Mar. Pricing 
pressure seems to be abating. Prefer Dr. Lal. Our sector rating is under review.  

Gradual increase in non-Covid revenue to continue in 1QFY24F   
A conventional lifestyle, in our view, is resulting in normal diagnostic testing behaviour 

across India. Channel expansion into non-core markets, expansion of test menu focused 

on more specialized tests not offered by rivals currently, and attractive wellness test 

packages related to lifestyle diseases are a few factors that would aid non-Covid revenue 

growth recovery. As regards competition, no new player has entered the diagnostics market 

over the past one year. Also, top-6 cities, accounting for bulk of the business for labs like 

Tata 1MG, PharmEasy, Healthians, Orange Health, etc., have seen price hikes by these 

labs to reduce their operational losses and focus on the path to profitability. We expect a 

gradual recovery in non-Covid revenue over the next three quarters. We estimate non-

Covid four-year revenue CAGR (1QFY20-1QFY24F) of 6-11% for our coverage universe.  

Dr. Lal and Thyrocare to fare better, Metropolis flattish yoy 
We expect non-Covid patient volume of 6.9m/2.6m, +3.5%/+8.5% yoy, and non-Covid 

revenue of Rs5.1bn/Rs2.5bn, +15%/+6% yoy, for Dr. Lal & Metropolis, excluding 

acquisitions of Suburban and Hitech, respectively. We expect Thyrocare’s non-Covid 

patient volume and revenue at 6.04m, +8% yoy, and at Rs1.34bn, +13.2% yoy, 

respectively. We expect Covid revenue to account for 0.5-2% of total revenue in 1QFY24F 

and decline by 55-80% yoy. On a consol. basis, including acquisitions, we expect 

revenue/EBITDA/PAT growth of 11.4%/23.4%/35.2% yoy and 13.7%/24.4%/32.1% yoy for 

Dr. Lal and Thyrocare, respectively. Metropolis may post a relatively weak performance 

owing to discontinuation of a government contract (Rs670m revenue in FY23) that expired 

in Feb 2023. We expect revenue/EBITDA/PAT to be flattish for Metropolis in 1QFY24F. 

Favourable competitive environment and better growth going ahead 
Low base effect, marginal price hikes, better test mix, opex rationalization & cost synergies 

from M&A, and partial acquisition debt repayments would lead to EBITDA/PAT growing 

higher vs. revenue growth in 1QFY24F. Barring the decline in B2G revenue, we expect 

Metropolis to also report an improvement in core market and Hitech’s revenue.   

Prefer Dr. Lal over peers, Thyrocare only if promoter pledge goes off 
We upgraded stock ratings of Dr. Lal and Thyrocare in May 2023, citing the sector’s 

revenue/PAT growth bottoming out and likely to gradually revive going ahead. Dr. Lal is our 

preferred stock, given no haze around the promoter’s commitment to business, stable 

senior management team, relatively better B2C network across India & high free cash flow. 

 

 

 

 

 

 

 

 

Figure 1: 1QFY24F earnings summary (Rs m) 
 Revenue % yoy EBITDA % yoy PAT % yoy 

Dr. Lal Pathlabs 5,598 11.4  1,450 23.4  780 35.2  

Metropolis Healthcare 2,846 1.7  700 2.2  321 -3.9  

Thyrocare Technologies 1,453 13.7  447 24.4  276 26.9  

Total 9,897 8.7  2,597 17.0  1,377 22.0  
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
 

   India 

Underweight (no change) 

 
Highlighted Companies 

 

Dr. Lal Pathlabs 

HOLD, TP Rs1969, Rs2355 close  

We expect a good 1QFY24F with non-
Covid patient volume and revenue growth 
at 3% & 11% yoy, respectively. Revenue 
growth outside Delhi-NCR and Suburban’s 
performance are key monitorables.  

Metropolis Healthcare  
REDUCE, TP Rs1235, Rs1426 close  

We expect a weak 1QFY24F owing to NIL 
revenue from a single government contract 
that ended in Feb 2023. LTL core revenue 
growth (ex-government business) and 
Hitech’s performance are key 
monitorables. 

Thyrocare Technologies  

ADD, TP Rs581, Rs520 close  

We expect a good 1QFY24F due to 
recovery in non-Covid patient volume and 
a non-proportionate rise in opex leading to 
higher EBITDA margin yoy. API promoter 
group’s ESOP expenses to decline qoq. 
Recovery of delayed receivables from the 
government and any update related to 
promoter stock pledge are key 
monitorables.   

Summary Valuation Metrics 
P/E (x) Mar22-A Mar23-A Mar24-F 
Dr. Lal Pathlabs 57.1 82.41 67.41 

Metropolis Healthcare  34.07 49.03 41.16 

Thyrocare Technologies  15.63 42.79 28.41 

    

P/BV (x) Mar22-A Mar23-A Mar24-F 

Dr. Lal Pathlabs 13.06 11.82 10.74 

Metropolis Healthcare  8.23 7.34 6.51 

Thyrocare Technologies  5.23 5.15 5.11 

    

Dividend Yield Mar22-A Mar23-A Mar24-F 

Dr. Lal Pathlabs 0.5% 0.51% 0.64% 

Metropolis Healthcare  0.56% 0.56% 0.7% 

Thyrocare Technologies  2.88% 3.46% 3.36% 

    

 

 

https://euromoney.qualtrics.com/jfe/form/SV_6Ff5fJjoQ47qorY?s=link
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Figure 2: Coverage universe - valuation summary 

Company Name 
Bloomberg 
ticker 

Rating 
Market 

cap 
Closing 

price 
Target 
 price 

Upside 
 (%) 

P/E (x) EV/E (x) CAGR % (FY23-25F) FY24F FY25F 

   US$m Rs/share Rs/share  FY24F FY25F FY24F FY25F Revenue EPS RoE (%) RoCE (%) RoE (%) RoCE (%) 

Dr. Lal Pathlabs DLPL IN HOLD 2,705 2,355 1,969 -16.4 67.4 56.6 34.4 29.8 12.7 17.8 16.7 22.2 18.0 25.1 

Metropolis Healthcare METROHL IN REDUCE 1,006 1,426 1,235 -13.4 41.2 33.6 21.2 18.2 12.7 20.8 16.8 20.5 18.1 23.0 

Thyrocare Technologies THYROCAR IN ADD 379 520 581 11.7 28.4 19.8 14.6 11.1 15.9 32.7 20.1 25.6 26.0 33.5 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS  
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Figure 3: 1QFY24F earnings preview (Rs m) 
        Change (%) Comments 

  1QFY24F 1QFY23A 4QFY23A yoy qoq   

Dr. Lal Pathlabs            

Net Sales 5,598 5,027 4,910 11.4  14.0  # We expect non-Covid patient volume at 6.9m, +3% yoy and patient realization at 
Rs745, +11% yoy, albeit on a low base, excluding Suburban. 
# We expect Suburban’s revenue at Rs381m, +7.4% yoy. 
# We expect Covid and allied test revenue at Rs90m, down 60% yoy. 
# The EBITDA margin is typically high in 1H vs. 2H of every fiscal, as per past trends.  
# We expect treasury income to average at Rs80m+/quarter owing to cash and liquid 
investments of Rs8.4bn at the end of Mar 2023. 

EBITDA 1,450 1,175 1,156 23.4  25.4  

EBITDA margin (%) 25.9  23.4  23.5  253 bp 236 bp 

Consolidated PAT 780 577 567 35.2  37.6  

Metropolis Healthcare           

Net Sales 2,846 2,799 2,825 1.7  0.7  # We expect non-Covid patient volume at 2.93m, +9% yoy, including that of Hitech. The 
expiry of a major government contract will impact patient volume growth negatively. 
# We expect non-Covid revenue at Rs2.8bn, +6.5% yoy. The 1QFY23 government 
contract revenue was Rs180m, as per our estimate. This will be NIL in 1QFY24F. 
# We expect Hitech’s revenue at Rs251m, +14% yoy. 
# We expect Covid and allied test revenue at Rs60m, down 67% yoy. 
# We expect flat EBITDA margin yoy and qoq. 
# The decline in acquisition debt will lead to lower interest expenses yoy. 

EBITDA 700 685 703 2.2  -0.4  

EBITDA margin (%) 24.6  24.5  24.9  13 bp -28 bp 

Consolidated PAT 321 334 333 -3.9  -3.7  

Thyrocare Technologies           

Net Sales 1,453 1,278 1,359 13.7  6.9  # We expect non-Covid sample volume at 6.04m, +8% yoy. 
# We expect non-Covid revenue at Rs1.3bn, +14% yoy. 
# Realization is expected to improve yoy due to a higher mix of wellness business 
(Aarogyam and Jaanch) and tactical price revisions. 
# Radiology subsidiary - Nueclear - will have a revenue of Rs112m, +30% yoy. 

EBITDA 447 359 311 24.4  43.4  

EBITDA margin (%) 30.8  28.1  22.9  264 bp 783 bp 

Consolidated PAT 276 217 189 26.9  45.6  

Total             

Net Sales 9,897 9,103 9,094 8.7  8.8  

 EBITDA 2,597 2,219 2,170 17.0  19.6  

EBITDA margin (%) 26.2  24.4  23.9  186 bp 237 bp 

Consolidated PAT 1,377 1,128 1,090 22.0  26.3  
 

SOURCE: INCRED RESEARCH ESTIMATES, COMPANY REPORTS   
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DISCLAIMER  
 

This report (including the views and opinions expressed therein, and the information comprised therein) has been prepared by Incred Research 
Services Private Ltd.(formerly known as Earnest Innovation Partners Private Limited) (hereinafter referred to as “IRSPL”). IRSPL is registered with 
SEBI as a Research Analyst vide Registration No. INH000007793. Pursuant to a trademark agreement, IRSPL has adopted “Incred Equities” as its 
trademark for use in this report. 

The term “IRSPL” shall, unless the context otherwise requires, mean IRSPL and its affiliates, subsidiaries and related compan ies. This report is not 
directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, 
availability or use would be contrary to law, regulation or which would subject IRSPL and its affiliates/group companies to registration or licensing 
requirements within such jurisdictions. 

This report is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, 
stored or reproduced in any form by any means; or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any 
purpose without the prior written consent of IRSPL. 

The information contained in this report is prepared from data believed to be correct and reliable at the time of issue of this report.  

IRSPL is not required to issue regular reports on the subject matter of this report at any frequency and it may cease to do so or change the periodicity 
of reports at any time. IRSPL is not under any obligation to update this report in the event of a material change to the information contained in this 
report. IRSPL has not any and will not accept any, obligation to (i) check or ensure that the contents of this report remain current, reliable or relevant; 
(ii) ensure that the content of this report constitutes all the information a prospective investor may require; (iii) ensure the adequacy, accuracy, 
completeness, reliability or fairness of any views, opinions and information, and accordingly, IRSPL and its affiliates/group companies (and their 
respective directors, associates, connected persons and/or employees) shall not be liable in any manner whatsoever for any consequences (including 
but not limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance thereon or usage thereof.  

Unless otherwise specified, this report is based upon reasonable sources. Such sources will, unless otherwise specified, for market data, be market 
data and prices available from the main stock exchange or market where the relevant security is listed, or, where appropriate, any other market. 
Information on the accounts and business of company(ies) will generally be based on published statements of the company(ies), information 
disseminated by regulatory information services, other publicly available information and information resulting from our research. Whilst every effort is 
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which they are 
contained and must not be construed as a representation that the matters referred to therein will occur. Past performance is not a reliable indicator of 
future performance. The value of investments may go down as well as up and those investing may, depending on the investments in question, lose 
more than the initial investment. No report shall constitute an offer or an invitation by or on behalf of IRSPL and its affiliates/group companies to any 
person to buy or sell any investments. 

The opinions expressed are based on information which are believed to be accurate and complete and obtained through reliable public or other non-
confidential sources at the time made. (Information barriers and other arrangements may be established where necessary to prevent conflicts of 
interests arising. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their 
duties or the performance of his/their recommendations. In reviewing this report, an investor should be aware that any or all of the foregoing, among 
other things, may give rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request. 

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

The research analysts, strategists or economists principally responsible for the preparation of this research report are segregated from the other 
activities of IRSPL. Information barriers and other arrangements have been established, as required, to prevent any conflicts of interests. 

IRSPL may have issued other reports (based on technical analysis, event specific, short term views etc.) that are inconsistent with and reach different 
conclusion from the information presented in this report. 
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Relative 

Entity/ 

Associates 

any financial interests in the company covered in this report (subject company) and nature of such financial 
interest 

NO NO 

actual/beneficial ownership of 1% or more in securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report  

or date of the public appearance;  

NO NO 

any other material conflict of interest at the time of publication of the research report  

or at the time of public appearance  
NO NO 

received any compensation from the subject company in the past twelve months 

for investment banking or merchant banking or brokerage services or investment advisory or depository or 
distribution from the subject company in the last twelve months for products/services other than investment 
banking or merchant banking or broker- age services or investment advisory or depository or distribution from 
the subject company in the last twelve months 

NO NO 

managed or co-managed public offering of securities for the subject company in the last twelve months NO NO 

received any compensation or other benefits from the subject company or third party in connection with the 
research report 

NO NO 

served as an officer, director or employee of the subject company NO NO 

been engaged in market making activity for the subject company NO NO 

 

Analyst declaration 

• The analyst responsible for the production of this report hereby certifies that the views expressed herein accurately and exclusively reflect his 
or her personal views and opinions about any and all of the issuers or securities analysed in this report and were prepared independently and 
autonomously in an unbiased manner. 

• No part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations(s) or 
view(s) in this report or based any specific investment banking transaction. 

• The analyst(s) has(have) not had any serious disciplinary action taken against him/her(them). 

• The analyst, strategist, or economist does not have any material conflict of interest at the time of publication of this report. 

• The analyst(s) has(have) received compensation based upon various factors, including quality, accuracy and value of research, overall firm 
performance, client feedback and competitive factors. 
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may also perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) 
and/or (e) solicit such investment, advisory or other services from any entity mentioned in thisreport and/or (f) act as a lender/borrower to such 
company and may earn brokerage or other compensation. However, Analysts are forbidden to acquire, on their own account or hold securities 
(physical or uncertificated, including derivatives) of companies in respect of which they are compiling and producing financial recommendations or 
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