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report the lowest EBITDA/occupied bed CAGR at ~3%, while most others are
expected to report 8-10% EBITDA/occupied bed CAGR over FY2023-28E. Roll
forward to September 2025E and downgrade KIMS and Aster DM to REDUCE

(from BUY) and ADD (from BUY), respectively, given the run-up. Prices in this report are based on the market close of
September 13, 2023

Source: Bloomberg, Company data, Kotak Institutional Equities estimates

Highlighting the implied EBITDA/occupied bed assumptions in our FVs

We build in a 13-19% sales CAGR and 12-21% pre-Ind AS-116 EBITDA CAGR, Quick Numbers
over FY2023-28E for the India hospital segments of our coverage. Given

expansion plans over the next five years for most hospitals are known, We expect most hospitals to report 8-10%
compared to EBITDA growth, analyzing growth in EBITDA/occupied bed EBITDA/occupied bed CAGR over FY2023-28E
provides better clarity on improvement in core profitability after factoring in the We build in a 13-19% sales CAGR and 12-21% pre-Ind

AS-116 EBITDA CAGR, over FY2023-28E for the India

impact of bed expansion. Accordingly, we look at the magnitude of h
hospital segments of our coverage

improvement in India EBITDA/occupied bed for our coverage companies being
implied by our current Fair Values. We have considered pre-Ind AS-116 EBITDAs
to make the comparison like-for-like given the high rental component in
companies such as Rainbow.

Most hospitals to report 8-10% EBITDA/occupied bed CAGR over FY2023-28E

Within our coverage, we expect Rainbow to report the lowest, while KIMS is
expected to report the highest EBITDA/occupied bed CAGR on a relatively lower
base. As of FY2023, KIMS had one of the lowest EBITDA per occupied bed
metrics, post which we expect the company to deliver a healthy ~10%
EBITDA/occupied bed CAGR over FY2023-28E. We believe this would be aided
by expansion in high ARPOB markets (Kondapur, Thane and Nagpur) compared
to KIMS' existing AP cluster. On the other hand, Rainbow reported one of the
highest EBITDA/occupied bed in our coverage in FY2023. Also, due to the
upcoming greenfield expansion in Gurugram in mid-FY2027E and the resultant
initial hit, we expect Rainbow to report the lowest EBITDA/occupied bed CAGR
over FY2023-28E in our coverage. Despite Max’s industry-leading
EBITDA/occupied bed in FY2023, we expect the company to generate ~9%
EBITDA/occupied bed CAGR over FY2023-28E aided by gradual reduction in
institutional bed mix. We expect a similar 8-9% EBITDA/occupied bed CAGR
over FY2023-28E for APHS, NARH and Aster DM.

Downgrade KIMS and Aster DM; prefer APHS and Medanta within hospitals

We roll forward to September 2025E, keeping our estimates unchanged, and Related Research
downgrade KIMS and Aster DM to REDUCE (from BUY) and ADD (from BUY) given
the recent sharp run-up in the stock prices. While we stay constructive on the
hospitals space led by a healthy EBITDA and FCF outlook over the medium term
despite ongoing expansion, given the elevated valuations we stay very selective.
APHS and Medanta are our preferred picks in the healthcare services space.

- Global Health: Going strong
- Apollo: All segments stay on course

- KIMS: New growth avenues on track
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KOTAK INSTITUTIONAL EQUITIES

We roll forward to September 2025E and downgrade KIMS to REDUCE and Aster to ADD

I Exhibit 1: Summary of rating revisions, March fiscal year-end, 2024E (Rs, %)

New FV (Rs) OIld FV (Rs) Change in FV (%) Oldrating New rating
Companies
APHS 5,725 5,550 3.2 BUY BUY
ASTER 355 340 4.4 BUY ADD
KIMS 2115 2,020 4.7 BUY REDUCE
MAX 570 540 5.6 REDUCE REDUCE
MEDANTA 760 720 5.6 ADD ADD
NARH 1,060 1,015 4.4 REDUCE REDUCE
RAINBOW 1,060 1,025 34 REDUCE REDUCE
Source: Companies, Kotak Institutional Equities estimates
Most of our coverage companies have embarked on a 50%+ capacity expansion plan over FY2023-28E
I Exhibit 2: Bed capacity expansion plans, March fiscal year-ends, 2023-28E (#, %)
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Source: Companies, Kotak Institutional Equities estimates

Health Care Services

Our FV implies a 3-10% pre-Ind AS-116 EBITDA/occupied bed CAGR, over FY2023-28E, for our coverage

I Exhibit 3: Implied EBITDA/occupied bed CAGR, March fiscal year-ends, 2023-28E (Rs mn, %)

Companies
Apollo (hospitals)
Aster (India)
KIMS

Max

Medanta
Narayana (India)
Rainbow

Pre-Ind AS-116

Implied pre-Ind AS-116

EBITDA/occupied bed EBITDA/occupied bed

(Rs mn)
FY2023

4.1
4.3
2.8
5.9
4.8
2.0
4.7

CAGR (%)
FY2023-28E

8.4
8.7
9.8
8.6
6.0
8.4
2.7

Source: Companies, Kotak Institutional Equities estimates

Occupancy (%)
FY2023

64.2
67.1
58.6
76.4
58.8
48.5
55.4

EV/pre-Ind AS-
116 EBITDA (X)
FY2023

27.6
19.8
35.7
35.9
31.0
27.6
33.6
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Our FV implies 13-19% sales and 12-21% pre-Ind AS-116 EBITDA CAGR, over FY2023-28E, for our coverage

I Exhibit 4: Implied sales and EBITDA CAGRs, March fiscal year-ends, 2023-28E (%)

Implied FY2023-28E CAGR (%)
Pre-Ind AS-116 EBITDA

Sales
Companies
Apollo (hospitals) 12.5
Aster (India) 15.5
KIMS 18.5
Max 18.4
Medanta 17.9
Narayana (India) 13.2
Rainbow 18.1

Source: Companies, Kotak Institutional Equities estimates

14.3
17.4
20.7
19.1
18.9
15.6
12.2

APHS and Aster DM offer a decent blend of healthy EBITDA/occupied bed CAGR over FY2023-28E and relatively lower valuations

I Exhibit 5: EBITDA/occupied bed CAGR versus EV/EBITDA, March fiscal year-ends, 2023-28E (X, %)
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We expect Max and NARH to report similar EBITDA/occupied bed CAGRs, over FY2023-28E, despite stark differences in occupancies
I Exhibit 6: EBITDA/occupied bed CAGR versus occupancy, March fiscal year-ends, 2023-28E (%)
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Source: Companies, Kotak Institutional Equities estimates

While Max is trading at 27.5X FY2025E EV/pre-Ind AS-116 EBITDA, APHS is trading at 20.1X
I Exhibit 7: Implied valuation for hospitals, March fiscal year-ends, 2022-26E (Rs mn, X)

EV Post-Ind AS-116 EBITDA (Rs mn) Pre-Ind AS-116 EBITDA (Rs mn)
Company (Rs mn) 2022 2023  2024E 2025E  2026E 2022 2023 2024E 2025E  2026E
Apollo (hospitals) 575611 18,032 21,330 24,003 29,019 32,030 17,760 20,840 23659 28680 31,667
Aster (India) 87,399 3,928 4,867 5962 7,204 7,985 3528 4,407 5452 6664 7405
Fortis (hospitals) 217,674 6,571 9297 11,264 13647 16,087 6,211 8897 10864 13247 15687
KIMS (unadjusted for minority interest) 199,936 5158 6,040 7,049 8856 10,708 5,041 5,596 6,799 8,696 10,553
Max Healthcare 545,861 12,771 15525 16914 20,062 25193 12,442 15186 16,701 19,856 24,993
Medanta 179,651 4,546 6,198 7,938 8886 10,667 4134 5799 7,501 8399 10,132
Narayana Hrudayalaya (India) 152,451 3,574 6,087 6,812 7,886 9,041 3,027 5,524 6,232 7,288 8,426
Rainbow 103,198 3,049 3,964 4,525 5,493 6,212 2,311 3072 3508 4366 4974
Current price Post-Ind AS-116 EV/EBITDA (X) Pre-Ind AS-116 EV/EBITDA (X)
Indian hospitals (Rs) 2022 2023  2024E 2025E  2026E 2022 2023 2024E 2025E  2026E
Apollo (hospitals) 5011 31.9 27.0 24.0 19.8 18.0 32.4 27.6 24.3 20.1 18.2
Aster (India) 332 22.3 18.0 14.7 121 10.9 24.8 19.8 16.0 13.1 11.8
Fortis 341 33.1 23.4 19.3 16.0 13.5 35.0 24.5 20.0 16.4 13.9
KIMS (unadjusted for minority interest) 2,088 38.8 33.1 28.4 22.6 18.7 39.7 35.7 29.4 23.0 18.9
Max Healthcare 583 42.7 35.2 32.3 27.2 21.7 439 35.9 32.7 27.5 21.8
Medanta 702 39.5 29.0 22.6 20.2 16.8 43.5 31.0 24.0 21.4 17.7
Narayana Hrudayalaya (India) 1,035 42.7 25.0 22.4 19.3 16.9 50.4 27.6 24.5 20.9 18.1
Rainbow 1,017 33.8 26.0 22.8 18.8 16.6 44.7 33.6 29.4 23.6 20.7
Mean 35.6 27.1 233 19.5 16.6 39.3 29.5 25.0 20.8 17.7

Notes:
(a) Stocks under coverage values based on KIE estimates, non-covered stocks based on Bloomberg consensus estimates.

Source: Bloomberg, Kotak Institutional Equities estimates
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Indian companies are trading at a premium to Asian peers

I Exhibit 8: Valuation summary for Asian hospitals, March fiscal year-ends, 2022-26E (Rs mn, X)

Fair value Current price P/E (X) EV/Sales (X) EV/EBITDA (X)
Indian hospitals Rating (Rs) (Rs) 2023 2024E 2025E 2023 2024E 2025E 2023 2024E  2025E
Apollo Hospitals BUY 5,725 5011 88.0 559 38.5 4.6 3.9 3.2 36.9 29.3 23.1
Aster DM ADD 355 332 382 276 21.7 1.9 1.8 1.6 14.8 12.6 11.1
KIMS REDUCE 2,115 2,088 49.7 469 379 8.0 6.7 5.6 29.0 249 19.8
Global Health ADD 760 702 57.7 471 42.0 6.9 5.7 4.9 30.1 24.8 222
Max Healthcare REDUCE 570 583 41.3 4938 41.5 9.5 8.5 7.2 35.7 32.5 27.3
Narayana Hrudayalaya REDUCE 1,060 1,035 349 313 30.0 4.7 4.2 3.7 22.2 19.1 17.0
Rainbow Children’s Medicare REDUCE 1,060 1,017 49.0 438 362 9.2 7.9 6.7 27.2 239 19.6
Fortis Healthcare NR NA 328 42.1 382 30.1 4.2 3.7 3.3 23.8 20.4 17.3
HCG NR NA 359 169.9 67.0 38.6 3.4 3.0 2.7 19.3 16.3 13.6
Mean 63.4 453 352 5.8 5.0 43 26.6 22.6 19.0
Median 490 469 379 4.7 4.2 3.7 27.2 239 19.6
Fair value Current price
Asian hospitals Rating (Lc) (Lc) 2022 2023E 2024E 2022 2023E 2024E 2022 2023E  2024E
Aler Eye Hospital Group Co-A NR NA 18 65.4 494 37.8 10.5 8.2 6.5 36.4 28.8 229
Hygeia Healthcare Holdings C NR NA 45 58.1 38.1 28.0 8.3 6.3 4.7 29.9 229 17.1
IHH Healthcare NR NA 6 349 332 29.1 3.5 3.2 3.0 15.9 14.2 13.3
Kpj Healthcare NR NA 1 31.0 238 21.6 2.9 2.6 2.4 12.5 11.1 10.5
Al Hammadi Holding NR NA 53 328 281 25.8 7.6 6.9 6.1 21.9 19.2 17.4
Dallah Healthcare NR NA 137 450 437 34.2 6.2 5.5 4.9 28.6 25.5 22.7
Middle East Healthcare Co NR NA 57 69.6 31.0 21.8 3.5 3.0 2.7 26.3 17.5 18.5
Mouwasat Medical Services NR NA 106 355 319 28.0 9.4 8.3 7.3 259 22.6 20.1
Raffles Medical Group NR NA 1 16.3  19.7 19.7 2.8 2.9 2.8 9.1 1.1 11.0
Bangkok Chain Hospital NR NA 20 16.0 332 28.0 2.7 4.1 3.8 9.8 16.5 15.0
Bangkok Dusit Medical Service NR NA 27 345 320 29.7 4.8 4.5 4.2 19.4 18.7 17.5
Bumrungrad Hospital NR NA 262 422 318 29.6 9.9 8.2 7.7 28.8 22.4 21.0
Burjeel Holdings Plc NR NA 3 48.8 308 24.4 4.4 3.8 3.4 20.4 17.3 14.8
Mean 40.8 328 27.5 59 5.2 4.6 21.9 19.1 16.8
Median 355 319 28.0 4.8 4.5 4.2 219 18.7 171

Notes:
(a) Stocks under coverage values based on KIE estimates, non-covered stocks based on Bloomberg consensus estimates.
(b) 2022, 2023, 2024, 2025 represent calendar year-ends for global hospitals and fiscal year-ends for domestic hospitals.

Source: Bloomberg, Kotak Institutional Equities estimates
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@ KOTAK INSTITUTIONAL EQUITIES

“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report: Alankar Garude, Samitinjoy Basak, Aniket Singh."

Ratings and other definitions/identifiers
Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

ADD. We expect this stock to deliver 5-15% returns over the next 12 months.

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.

SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our Fair Value estimates are also on a 12-month horizon basis.

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may

not strictly be in accordance with the Rating System at all times.

Distribution of ratings/investment banking relationships
Kotak Institutional Equities Research coverage universe

|:| Percentage of companies covered by Kotak Institutional
70% . e o
Equities, within the specified category.

60% -
Percentage of companies within each category for which
Kotak Institutional Equities and or its affiliates has
provided investment banking services within the previous
12 months.
40% * The above categories are defined as follows: Buy = We
expect this stock to deliver more than 15% returns over
30% | 27.7% 28.6% . the next 12 months; Add = We expect this stock to deliver
25.2% 5-15% returns over the next 12 months; Reduce = We
18.5% expect this stock to deliver -5-+5% returns over the next
12 months; Sell = We expect this stock to deliver less than
-5% returns over the next 12 months. Our target prices
10% 5.0% 55% are also on a 12-month horizon basis. These ratings are
used illustratively to comply with applicable regulations. As
of 30/06/2023 Kotak Institutional Equities Investment
Research had investment ratings on 238 equity securities.

50%

20%

0.8% 0.4%

0%
BUY ADD REDUCE SELL

Source: Kotak Institutional Equities

As of June 30, 2023

Coverage view

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or
strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a
sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in
effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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Copyright 2023 Kotak Institutional Equities (Kotak Securities Limited). All rights reserved.

The Kotak Institutional Equities research report is solely a product of Kotak Securities Limited and may be used for general information only. The legal entity preparing this research report is not registered as a broker-dealer in the United
States and, therefore, is not subject to US rules regarding the preparation of research reports and/or the independence of research analysts.

. Note that the research analysts contributing to this report are residents outside the United States and are not associates, employees, registered or qualified as research analysts with FINRA or a US-regulated broker dealer; and

. Such research analysts may not be associated persons of Kotak Mahindra Inc. and therefore, may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Kotak Mahindra Inc. does not accept or receive any compensation of any kind directly from US institutional investors for the dissemination of the Kotak Securities Limited research reports. However, Kotak Securities Limited has entered
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