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Narayana Hrudayalaya: Consolidated financials

 SALES OPM OP OTHER PBIDT INTEREST PBDT DEP. PBT PBT TAX PAT P/L IN JV PAT MI NET EPS *
 (%) INC. AFTER EO AFTER EO PROFIT  (RS)

1803 (12) 2280.91 9.3 212.81 18.9 231.71 46.76 184.95 99.95 85.0 85.0 28.96 56.04 -4.64 51.4 0.06 51.35 2.5

1903 (12) 2860.92 10.1 287.81 16.67 304.48 71.4 233.09 137.36 95.73 95.73 34.12 61.61 -2.33 59.28 0.11 59.17 2.9

2003 (12P) 3339.32 12.7 423.04 19.87 442.91 90.51 352.4 172.4 180.0 180.0 51.89 128.12 -1.32 126.79 0.06 126.73 6.2

2103 (12P) 3840.22 13.5 518.43 21.07 539.5 104.08 435.41 198.26 237.15 237.15 66.4 170.75 -1.59 169.16 0.07 169.09 8.3
*Annualised on current equity of Rs 204.36 crore; Face value of Rs 10 each. EO: Extraordinary items. EPS is adjusted for EO and relevant tax. (P): Projections. Figures in crore.
Source: Capitaline Databases
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Narayana Hrudayalaya is headquartered in Bengaluru, India, and operates a network of
hospitals across the country, with a particularly strong presence in the southern state
of Karnataka and eastern India, as well as an emerging presence in northern, western
and central India.

Its first facility was established in Bengaluru with approximately 225 operational beds
and it has since grown to 23 hospitals, 7 heart centres, 19 primary care facilities across
India and an international hospital in the Cayman Islands.

The group now features over 6,000 capacity beds through a combination of greenfield
projects and acquisitions.

In aggregate, its centres provide advanced levels of care in over 30 specialties, including
Cardiology and Cardiac Surgery, Cancer Care, Neurology and Neurosurgery, Orthopaedics,
Nephrology and Urology, and Gastroenterology.

The company has a legacy model based on affordability over the years.

Asset light model

An asset-light model is used for expansion of the hospital network, enabling optimum
utilization of funds. The partners — be it government or trusts  — own the fixed asset.
The company’s investment is only in medical equipment and operates and manages
the hospital and shares a small portion of the revenues with these partners. This
reduces fixed costs and risks. It also makes services more affordable compared to
same quality offered by comparable premium hospitals.

Indian healthcare market is expected to grow handsomely

Indian healthcare market is expected to grow at a CAGR of 23% over FY15-20E and
reach US$280 bn by 2020

Hospital segment constitutes ~71% of the market

Medical tourism is expected to contribute 15-20% to hospital revenue by FY20 from 5-
10% currently.

India has penetration of 7 beds per 10,000 population vs global average of 26 beds.
India’s per capita income is expected to register a growth of 11% over FY16-21 which
along with increasing spread of health insurance will make the sector more affordable.

Narayana Hrudayalaya
Heartening prospects
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Indian medical tourism industry is US$3 bn having posted ~20% CAGR in 2009-15
and is expected to clock ~30% CAGR over the next 5 years

Indian hospitals treated 350K international patients in 2015 and the volume is
expected to increase at 15-20% each year going forward

India enjoys cost arbitrage (30-70% cheaper) which will play a major role in attracting
international patients.

The Ayushman Bharat - Pradhan Mantri Jan Arogya Yojana (PMJAY), the largest
government funded healthcare program is targeting more than 500 million
beneficiaries.

Strong Foundation for Growth

The company has leveraged its leadership position in Cardiac and Renal Sciences to
expand services across all the fields. Specialities like Gastro Sciences, Oncology,
Neurology and Orthopaedics have grown from minor departments to contribute
significantly to overall revenues. NH has developed Centres of Excellence (COE)
across specialities to provide quaternary services across the country without
duplicating manpower or infrastructure. This strategy is yielding results – its Raipur
and East Delhi hospitals have emerged as Centres of Excellence in Oncology. Similarly,
Mazumdar-Shaw Medical Centre in Bengaluru has achieved excellence in Gastro
Sciences and Organ Transplants with 17 Liver Transplants and 161 Bone Marrow
Transplants done in FY 2018-19.

Its founding hospitals, NICS Bengaluru and RTIICS Kolkata have retained their pre-
eminent status with NICS performing over 8,000 cardiac surgeries and RTIICS
performing over 500 kidney transplants in FY 2018-19. It will continue to invest in
state-of-the-art medical technology to achieve excellence in quaternary care.

International operations

Its Facility in the Cayman Islands was the first attempt by an Indian company to run
a Joint Commission accredited hospital in the Western world. It prudently deployed
a phased approach to this investment, wherein it started off as a minority partner
with 28.6% stake and increased its stake to 100% in the fourth year of operations.

The company is very pleased with the performance of this hospital as it registered a
22.3% year-on-year revenue growth in FY 2018-19 and an EBITDA margin of 24.1%
in Q4 of FY 2018-19 translating into an impressive EBITDA margin of 17.4% for the
FY 2018-19.

The company has also entered into partnership for operating cardiac sciences
department in a state-of-the-art 350-bed hospital in Chittagong, Bangladesh. NH is
a well-known brand across Bangladesh and it has been its largest source of
international patient footfall. This hospital is the first foray in the country and it will
continue to explore other asset-light opportunities that can grow over time.

Focused on consolidating operations

Post its strategic expansion into Mumbai and Delhi, the company is now focused on
consolidating its operations to capitalize upon the strength of its network and
replicating the success it has achieved in West Bengal and Karnataka.

In order to broaden the service offerings at its Children’s Hospital in Mumbai, the
company has recently commissioned a state-of-the-art Bone Marrow Transplant
(BMT) department and has successfully performed 10 BMTs during the last 6 months
of its commissioning. The hospital also successfully performed an Endoscopic
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detethering of spinal cord. There have been only 7 such reported surgeries in the
world and this was the first one performed in India. Since NH enjoys strong brand
recall in cardiac sciences, the unit performed close to 550 cardiac surgeries with
less than 2% mortality rate as against industry benchmark of around 4% in pediatric
cardiac cases.

Its Gurugram unit is a premium quaternary care hospital with a focus on international
medical tourism. Around 30% of revenues were from international patients coming
from Afghanistan, Pakistan, Iraq and Uzbekistan. The unit performed over 900
surgeries with 1 liver and 1 kidney transplant in its first full year of operations.
Dharamshila Narayana Superspeciality Hospital has a successful legacy of over 2
decades in oncology, and the company is transforming it into an advanced multi-
speciality provider. The unit performed 23 BMTs with less than 10% mortality rate
and 21 renal transplants in the FY 2018-19.

The ramp-up across these new facilities will set the stage for the company’s growth
trajectory in years to come.

Performance is healthy

In FY 2019, consolidated net sales rose 25% to Rs 2860.92 crore. OPM improved 70
basis points to 10.1% which saw OP rise 35% to Rs 287.81 crore. Net profit grew
15% to Rs 59.17 crore. Tax rate stood at 35.6% against 34.1%.

In June 2019 quarter net sales grew 19% to Rs 777.37 crore. OPM improved 600
basis points to 13.2% which saw OP rise 117% to Rs 102.79 crore. PAT grew from
a loss of Rs 2.35 crore to a profit of Rs 31.01 crore. After providing for minority
interest and P/L in JV, net profit stood at Rs 30.25 crore against a loss of Rs 4.22
crore.

In June 2019 quarter, the company saw volume growth of 20% in India on the back
of addition of oncology specialty at some hospitals and good overall traction at
Ahmadabad, Jamshedpur, Raipur and Guwahati.

Outlook

The company is focusing on improvement in case mix at the new hospitals by
increasing focus on transplant procedures and oncology.

The management does not expect a drastic reduction in EBITDA losses at the new
hospitals as the company is incurring more costs for additional consultants as
scalability goes up.

Valuation

In FY 2020 we expect the company to register consolidated EPS of Rs 6.2 which is
likely to rise to Rs 8.3 in FY 2021.

The scrip trades at Rs 236. P/E on FY 2021 projected EPS works out to 28.

Post its strategic expansion
into Mumbai and Delhi, the
company is now focused on
consolidating its operations
to capitalize upon the
strength of its network and
replicating the success it
has achieved in West Bengal
and Karnataka

The company is focusing
on improvement in case
mix at the new hospitals by
increasing focus on
transplant procedures and
oncology



428 September 2019

Narayana Hrudayalaya: Consolidated results

 1906 (3) 1806 (3) VAR. (%) 1903 (12) 1803 (12) VAR. (%)

Sales 777.37 652.34 19 2860.92 2280.91 25

OPM (%) 13.2 7.3 10.1 9.3

OP 102.79 47.41 117 287.81 212.81 35

Other inc. 4.83 3.00 61 16.67 18.90 -12

PBIDT 107.63 50.40 114 304.48 231.71 31

Interest 22.20 17.19 29 71.40 46.76 53

PBDT 85.42 33.22 157 233.09 184.95 26

Dep. 41.42 32.58 27 137.36 99.95 37

PBT 44.00 0.64 6732 95.73 85.00 13

EO 0.00 0.00 0.00 0.00

PBT after EO 44.00 0.64 6732 95.73 85.00 13

Tax 12.99 3.00 334 34.12 28.96 18

PAT 31.01 -2.35 -1419 61.61 56.04 10

P/L in JV -0.73 -1.79 -59 -2.33 -4.64 -50

PAT  after EO 30.28 -4.14 -831 59.28 51.40 15

MI 0.03 0.08 -60 0.11 0.06 96

Net profit 30.25 -4.22 -816 59.17 51.35 15

EPS (Rs) * # # 2.9 2.5

*Annualised on current equity of Rs 204.36 crore; Face value of Rs 10 each. EO: Extraordinary items. EPS is adjusted for EO and relevant tax. Figures in crore.

Source: Capitaline Databases


