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Global Health Ltd (Medanta) was incorporated on August 13, 2004. Medanta

is one of the largest private multi-speciality tertiary care providers operating in

the North and East regions of India, with key specialties of cardiology and

cardiac science, neurosciences, oncology, digestive and hepatobiliary sciences,

orthopaedics, liver transplant, and kidney and urology. Currently, Medanta has

a network of 5 hospitals operating in Gurugram, Indore, Ranchi, Lucknow and

Patna and 1 hospital in Noida which is under construction.

Objects and Details of the Issue:

The public issue consists of fresh Issue of Equity shares aggregating upto X 500

Cr and Offer for sale of Equity Shares aggregating upto X 1706 Cr.

The company will not receive any proceeds from the OFS portion. Out of the

fresh issue net proceeds, Rs 375 Cr will be invested in its subsidiaries, which in

turn will be utilized for the prepayment/repayment of debt. Residual funds will

be used for general corporate purposes.

Investment Rationale:

e Tertiary and quaternary care provider in India, recognized for clinical
expertise in particular in dealing with complicated cases

e ‘Doctor-led’ hospitals driven by skilled and experienced doctors in the
healthcare space

e large-scale hospitals with sophisticated infrastructure, medical equipment
and technology

e Track record of operational and financial performance

e Focus on under-served areas with dense population and presence in top or
capital cities of large states (NCR, Lucknow and Patna)

e Growth opportunities in existing facilities and diversification into new
services, including digital health

Valuation and Recommendation:-

Over FY19-22, Medanta’s operational and financial performance has been

strong and weathered the challenge of pandemic. Reduction in employee

expense along with operational efficiencies led to a profitable business growth

during the period. Number of occupied beds and ARPOB grew by 6.9% and

6.2% CAGR respectively over FY19-22 which led to a 14% CAGR growth in

company’s revenue to Rs. 2167 Cr in FY22. EBITDA in the same period grew by

35% CAGR to Rs. 454 Cr. Upon operation of its Noida hospital, Medanta will

have its bed capacity exceed over 3,500 beds which will aid topline and margin

expansion. We believe Medanta is being offered at a reasonable valuation of

19.9x FY22 EV/EBITDA and 45.9x FY22 earnings considering peer valuation,

strong long term structural factors and future business growth opportunity in

the company. We recommend ‘Subscribe’ to the issue from a long term

perspective.

Financials (Rs Cr) FY20 FY21

Net Revenues 1,500 1,447 2,167

Growth 3% -4% 44% 27%
EBIDTA 198 198 454 133
EBITDA Margins 13.2% 13.7% 20.9% 21.5%
PBT 64 32 281 87
Adjusted PAT 36 29 196 59
EPS 1.4 1.1 7.3 8.8
ROCE 5.9% 4.9% 14.7% 17.1%
EV/EBITDA 47.4 47.4 19.9 17.5
P/E 248.1 312.8 45.9 45.9

Source: Company data, NBR *Annualised Q1FY23
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Company Background

Global Health Ltd. (Medanta), founded by Dr. Naresh Trehan, a renowned cardiovascular and cardiothoracic surgeon, is one of
the largest multi--speciality tertiary care provider operating in the North and East regions of India in terms of bed capacity and
operating revenues, with key specialties of cardiology and cardiac science, neurosciences, oncology, digestive and hepatobiliary
sciences, orthopaedics, liver transplant, and kidney and urology. Currently, Medanta has a network of 5 hospitals operating in
Gurugram, Indore, Ranchi, Lucknow and Patna and 1 hospital in Noida which is under construction. As on June 30, 2022,
Medanta provides e-healthcare services in over 30 medical specialties and engages over 1,300 doctors led by highly experienced
department heads.

For the year 2022, India’s bed density stands at 15 beds per 10,000 population which not only falls behind the global median of
29 beds but also lags behind other developing countries such as Brazil (21 beds for 2017), Malaysia (19 beds for 2017). As per
Crisil, India is expected to have more than 1.4 billion people by 2026, stressing the need for increased number of hospital bed
capacity. To serve Indian and international patients, Medanta has gradually grown the number of their beds to 2,467 installed
beds as at June 30, 2022. Subsequent to the opening of their flagship hospital in November 2009 in Gurugram (1,391 installed
beds as at June 30, 2022), they expanded to Indore (175 installed beds as at June 30, 2022), Ranchi (200 installed beds as at June
30, 2022) and Lucknow (473 installed beds as at June 30, 2022, with capacity to accommodate up to 900 beds) in 2014, 2015
and 2019, respectively.

Installed Beds (2467 beds as on 30 June, 2022) Healthcare Infrastructure (Per 10000 Population)
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Investment Rationale

Tertiary and quaternary care provider in India, recognized for clinical expertise in particular in dealing with
complicated cases

For the last 3 years (2020 to 2022), Medanta’s hospital in Gurugram has been rated as the best private hospital in India by
Newsweek. They achieved this leadership position by the focusing of their experienced doctors on treating complicated cases
and ensuring at the same time the best quality of care. Medanta focuses on quality tertiary and quaternary care, treatment of
lifestyle diseases, provision of value-based treatments and work on a high number of critical, complex cases. These procedures
have included a number of complex surgeries, including a paediatric liver transplant for a 3-month-old infant in 2020, a 3D
printed titanium spine implant procedure in 2017, and a successful intestinal transplant in 2013.

Revenue Mix by Patient Type (FY22: Rs 2167 Cr) Revenue Mix by Speciality Type (FY22: Rs 2167 Cr)
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‘Doctor-led’ hospitals driven by skilled and experienced doctors in the healthcare space

Medanta has adopted a doctor-led model of management led by Dr. Trehan. The day-to-day operational governance of their
hospitals is overseen by a committee comprising the Heads of the major clinical specialties, the Medical Director/CEQ/CMD.
Each speciality operates on a departmental concept with all doctors in the department working together as a team, thus
enabling sub-specialisation, a joint rewards system and a combined team-based approach to patient care. A large amount of
autonomy is given to each departmental head to drive their clinical practice. Their doctors are among the best in their fields and
almost all their clinical department heads are recognized by their peers in the industry as among the leaders in their
specializations. Company’s worldclass infrastructure, the advanced technology and, most importantly, the doctor-driven culture
of the organization have allowed them to attract and retain some of the best clinical leaders in India.
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Large-scale hospitals with world-class infrastructure and high-end medical equipment and technology

Medanta’s Gurugram hospital has a built-up structure of more than 2 msf with 40 operating rooms and installed bed capacity of
1,391 including 285 ICUs beds as of June 30, 2022. In Lucknow, the company has over 1.3 msf designed with installed bed
capacity of over 473 as of June 30, 2022, while Patna has approximately 1 msf with 228 installed beds as of June 30, 2022
(designed to accommodate over 500 beds). Seamless connectivity is ensured between doctors and patients by combining the in-
patient and out-patient areas. A large amount of square-foot-to-bed ratios is maintained across all hospitals and care has been
taken to provide patients with a visual connection to the outside environment.

With a high focus on infection control practices in design and operations, the company has invested in the latest medical
technology and equipment to provide their doctors and medical staff with all the tools they need to practice the highest end of
medical care. The hospitals are equipped with machines and devices with sophisticated technology.

Track record of strong operational and financial performance

As at March 31, 2020, Medanta had 2,141 installed beds which has grown to 2,467 installed beds across 5 cities as at June 30,
2022, representing a growth of 15.2%. Upon operation of its Noida hospital in FY25, the company expects total number of
installed beds to exceed over 3,500. Company has consistently delivered strong operational and financial performance through
strong patient volumes, cost efficiency and diversified revenue streams across medical specialities. Over the years of service to
patients, company has enhanced the “Medanta” brand. Patient volume in Fiscals 2020, 2021 and 2022 and the 3 months ended
June 30, 2022 was 1,389,460, 1,178,230, 2,073,619, and 590,476, respectively. Newer hospitals have benefited from the
established image and credibility of the “Medanta” brand, able to tap into their potential for growth.
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During the Covid-19 period, Medanta took swift measures to manage its costs and liquidity, such as:
e Reduction in salaries for senior and middle management employees
e  Optimization of wards, Operation Theatre space and clinic to drive facility cost reduction
e Negotiation with property owners/vendors for waiver/reduction in costs during impacted period
e Driving strong collections especially from Central Government Health Scheme, Ex-Servicemen Contributory Health
Scheme and Third Party Administrators/Health Insurance providers
e Tying up fresh working capital facility for meeting short-term liquidity gaps if any.

Focus on under-served areas with dense population and presence in top or capital cities of large states (NCR,
Lucknow and Patna)

Medanta is present in major markets which as being under-served in terms of healthcare services i.e. NCR, Lucknow and Patna,
which had 1.9, 3.3 and 4.3 beds per 1,000 people, respectively. Barring the momentary setbacks in FY21, the Indian healthcare
delivery industry is estimated to post a healthy 13-15% CAGR between FY22-26, driven by the long term structural factors,
strong fundamentals, increasing affordability and potential of Ayushman Bharat scheme, the national health insurance scheme
launched in 2018 to provide access to healthcare for low-income earners in India. Company’s presence in these under-served
markets provides a great potential to expand its offering and improve the healthcare infrastructure, which its developing
hospital in Lucknow and planned hospital in Patna aim to target.

Medanta has a balanced presence across the maturity spectrum of hospitals of mature, developing and under-construction.
Mature hospitals (in operation for more than six years from commencement of operations, as of June 30, 2022) include
hospitals at Gurugram, Indore and Ranchi, which have reached economies of scale, a strong established brand, effectively
managed operational risk and stable profit margins. Average revenue per occupied bed (ARPOB) and average length of stay
(ALOS) improved over the period FY20-FY22.

ARPOBs (Rs ‘000) ALOS (no. of days)
70 45
59 3.89 3.76
60 50 55 4 3.52
3.22
<0 48 35
3
40 75
30 2
20 15
10 :
05
0 0
FY20 FY21 FY22 Q1FY23 FY20 FY21 FY22 Q1FY23
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Growth opportunities in existing facilities and diversification into new services, including digital health

Medanta’s strength is its ability to leverage on land space, new products and digital health. In terms of company’s expansion
capacity, the number of beds that can be added without significant further major investments in infrastructure is 100 beds at
Gurugram Hospital, and 400-500 beds at Lucknow Hospital. Apart from this, the company has added additional services
including home care, out-patient pharmacy services and telemedicine-based remote care.

Company is exploring g long term arrangements with hospitals for managing specific specialities to promote an assetlight
strategy for operations and management. Medanta and Moolchand have collaborated to set up the “Medanta Moolchand Heart
Centre” at the Moolchand Hospital, New Delhi wherein the Medanta clinical team is providing cardiac services to patients at the
Heart Centre. Medanta has also recently incorporated a wholly-owned subsidiary, GHL Pharma & Diagnostic Pvt Ltd (“GHL
Pharma”) through which it aims to run all of its out-patient pharmacies in its hospitals and clinics as well as explore
opportunities for expanding its ‘out-of-hospital’ laboratory diagnostic services.

IPO NOTE

Key Risks & Concerns

Unfavorable government policies & regulations.

Healthcare industry is a highly regulated industry which requires compliance with applicable safety, health, environmental and
other governmental regulations. The company may incur substantial costs in order to comply with current or future laws, rules
and regulations.

Difficulty in reviving loss making subsidiaries

Medanta’s subsidiaries have incurred losses in the preceding years and may continue to be loss making in the coming years. To
continue their operations, they may need financial support from Medanta in the form of debt or equity. There is no certainty
that these subsidiaries will become profitable and their operations may have an adverse effect on Medanta’s financial
performance.

Retention of healthcare professionals

Medanta’s performance and growth strategies depends substantially on its ability to attract and retain experienced doctors,
nurses and other healthcare professionals in a highly competitive industry. The demand for doctors is highly competitive. The
availability of specialist doctors is limited by the training period, which can be up to 15 years and even longer for certain medical
specialties. If the company is unable to attract or retain medical personnel as required, it may not be able to maintain the
quality of its services and could be forced to admit fewer patients, which may adversely impact its revenue.

Competition from other Hospitals

Competition in the healthcare industry has increased with new hospitals coming up in the geographies Medanta operates in.
Medanta is highly dependent on doctors, nurses and other healthcare professionals. If the company is not able to attract or
retain such professionals then the competitive pressure can have an adverse impact on the company’s business and financial
condition. In addition, any consolidation in the healthcare industry may lead to concentration of market share which may ezxert
pricing and recruiting pressure.
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Valuation and Recommendation

Over FY19-22, Medanta’s operational and financial performance has been strong and weathered the challenge of pandemic.
Reduction in employee expense along with operational efficiencies led to a profitable business growth during the period.
Number of occupied beds and ARPOB grew by 6.9% and 6.2% CAGR respectively over FY19-22 which led to a 14% CAGR growth
in company’s revenue to Rs. 2167 Cr in FY22. EBITDA in the same period grew by 35% CAGR to Rs. 454 Cr. Upon operation of its
Noida hospital, Medanta will have its bed capacity exceed over 3,500 beds which will aid topline and margin expansion.

We believe Medanta is being offered at a reasonable valuation of 19.9x FY22 EV/EBITDA and 45.9x FY22 earnings considering

peer valuation, strong long term structural factors and future business growth opportunity in the company. We recommend
‘Subscribe’ to the issue from a long term perspective.

Listed Peers

FY22 Sales Sales CAGR FY22 EBITDA EBITDA CAGR Asset  EBITDA

(Rs. Cr) FY19-22 (Rs. Cr) FY19-22 D/E Turns (x) Margins ROCE ROE EV/Sales EV/EBITDA P/E

Apollo Hospitals 14663 15% 2189 27% 0.5 15 14.9% 11.4% 19.7% 47 314 59.4
Fortis Healthcare Ltd 5795 9% 1069 67% 0.1 0.8 18.4% 10.6% 12.8% 3.8 20.5 26.7
Narayana Hrudayalaya 3701 9% 664 31% 0.4 1.7 17.9% 15.5% 23.0% 44 244 45.8
Max Healthcare Institute 3931 32% 946 82% 0.1 0.5 241% 8.4% 9.6% 10.7 443 68.6
Global Health 2167 14% 454 35% 0.0 0.9 209% 8.0% 4.4% 4.2 19.9 459
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P&L (Rs. Cr) FY19 FY20 FY21
Net Revenue 1,456 1,500 1,447
% Growth 3% -4%
Raw Materials 325 325 349
% of Revenues 22.3% 21.6% 24.1%
Employee Cost 541 539 466
% of Revenues 37.2% 35.9% 32.2%
Other expenses 404 439 434
% of Revenues 27.8% 29.3% 30.0%
EBITDA 186 198 198
EBITDA Margin 12.8% 13.2% 13.7%
Depreciation 120 126 129
Other Income 50 44 31
Interest 33 52 67
Share of PAT (Invst) (0) (0) -
PBT 83 64 32
Tax 32 28 4
Tax rate 38% 43% 11%
PAT 51 36 29
% Growth -29% -21%
EPS (Post Issue) 1.9 1.4 1.1
Ratios FY19 FY20 FY21
EBITDA Margin (%) 12.8% 13.2% 13.7%
PAT Margin (%) 35% 24% 2.0%
ROE (%) 4.0% 27% 2.1%
ROCE (%) 6.5% 59% 4.9%
Net D/E (x) 0.2 0.3 0.3
Turnover Ratios FY19 FY20 FY21
Debtors Days 41 36 33
Inventory Days 6 9 10
Creditor Days 31 31 33
Asset Turnover (x) 0.8 0.8 0.7
Valuation Ratios FY19 FY20 FY21
Price/Earnings (x) 175.6 248.1 312.8
EV/EBITDA (x) 49.8 474 47.4
Price/BV (x) 6.7 5.4 5.2
EV/Sales (x) 6.4 6.3 6.5

Source: Company Data, NBR

Global Health Ltd. (Medanta)

FY22 Q1FY23
2,167 617
44% 27%
543 147
25.1%  23.8%
568 156
26.2% 25.2%
602 182
27.8%  29.4%
454 133
20.9% 21.5%
133 37
39 9

79 19
281 87
84 28
30% 33%
196 59
440% 41%
7.3 8.8
FY22 Qi1FY23
20.9% 21.5%
9.1% 9.5%
12.1% 14.0%
14.7% 17.1%
0.0 0.2
FY22 Qi1FY23
30 29

9 9

22 26
0.9 1.0
FY22 Qi1FY23
45.9 384
19.9 17.5
4.0 4.2
4.2 3.8

Balance Sheet (Rs. Cr)
Share Capital
Preference Shares
Reserve & Surplus
Networth

Total Loans

Lease Liability

Def. Tax Liability (Net)
Other non-curr liab.
Trade payable

Other Current Liab
Total provisions
Total Current Liab.
Total Equity & Liab.
Fixed Assets & CWIP
Intangible Assets
Investments

Def. Tax Assets

Other non Curr. assets
Cash

Inventories

Debtors

Other Current assets
Total Assets

Cash Flow (Rs. Cr)
EBITDA

Provisions & Others
Op. profit before WC
Change in WC

Less: Tax

CF from operations
Addition to assets

(Purchase)/Sale of invst.

Div/Loans/Int Received
CF from Investing
Loans

Interest paid

Equity

CF from Financing
Forex Fluctuations
Net Change in cash
Cash at beginning
Cash at end

FY19
49
33

1,214

1,295

503
273
29
35
126
127
40
253
2,430
1,525
335
60
13
266
23
164
44
2,430
FY19
186
44
230
3
(67)
166
(299)
31
18
(249)
127
(30)
97
14
47
60

Source: Company Data, NBR

FY20

49

33
1,268
1,350
622
307

39
131
155

55
286

2,666

1,702
383

66
5
250
39
149
73
2,666
FY20
198
31
229
2
(56)
175
(188)
81
19
(87)
51
(52)
(1)
87
60
148

03" November, 2022

FY21  FY22 Q1FY23
50 51 51
33 - -

1,300 1,565 1,625

1,382 1,616 1,676

645 838 794
287 271 267
36 56 56
132 134 180
142 160 177
70 70 72
274 295 357
2,694 3,146 3,222
1,723 1,878 1,897
356 337 333
0 0 0
73 87 82
13 11 12
289 812 518
40 53 59
134 180 201
66  (214) 118
2,694 3,146 3,222
FY21  FY22 Q1FY23
198 454 133
24 22 4
222 476 137
37 (67) 24
(16) (98) (23)
242 311 138
(142)  (273) (37)
(112) (164) (32)
15 16 5
(239) (421) (64)
(43) 214 (54)
37)  (54) (18)
- - (0)
(81) 160 (72)
(78) 50 1
148 69 119
69 119 120
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are
for private circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014
having Registration no. INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India
Limited , BSE Limited ,Metropolitan Stock Exchange of India Limited , Multi Commodity Exchange of India Limited ,
National Commodity and Derivative Exchange Limited and Indian Commodity Exchange Limited in cash and Equity and
Commodities derivatives segments.

IPO NOTE

NBSPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at
times, have different or contrary views on stocks and markets.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing /
dealing in securities Market. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except
Investment) in the subject company. NBSPL or its associates or Analyst do not have any conflict or material conflict of
interest at the time of publication of the research report with the subject company. NBSPL or its associates or Analyst or
his relatives may or may not hold beneficial ownership of 1% or more in the subject company at the end of the month
immediately preceding the date of publication of this research report.

NBSPL or its associates / analyst has not received any compensation / managed or co-managed public offering of
securities of the company covered by Analyst during the past twelve months. NBSPL or its associates have not received
any compensation or other benefits from the company covered by Analyst or third party in connection with the research
report. Analyst has not served as an officer, director or employee of Subject Company . NBSPL / analyst has not been
engaged in market making activity of the subject company.

Analyst Certification: The research analysts and authors of this report, hereby certify that the views expressed in this
research report accurately reflects my/our personal views about the subject securities, issuers, products, sectors or
industries. It is also certified that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views in this research. The analyst(s) principally responsible for
the preparation of this research report and has taken reasonable care to achieve and maintain independence and
objectivity in making any recommendations.
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This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation
advice to you. NBSPL is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or
sell any security or product, or to engage in or refrain from engaging in any such transaction. In preparing this research, we did not
take into account the investment objectives, financial situation and particular needs of the reader.

This research has been prepared for the general use of the clients of NBSPL and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the
information in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this
report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving this report. 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 NBSPL & its group companies to
registration or licensing requirements within such jurisdictions.

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or
warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or
update the information or opinions in it. NBSPL or any of its affiliates or employees shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. NBSPL or any of its affiliates
or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report,
including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, NBSPL is committed to providing independent
and transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an
adviser, whether the advice is appropriate in light of their particular investment needs, objectives and financial circumstances. There
are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security may even become
valueless. International investors are reminded of the additional risks inherent in international investments, such as currency
fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBSPL accept any
liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this research and/or further
communication in relation to this research. Here it may be noted that neither NBSPL, nor its directors, employees, agents or
representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue
or lost profit that may arise from or in connection with the use of the information contained in this report.

Copyright of this document vests exclusively with NBSPL.

Our reports are also available on our website www.nirmalbang.com .

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd.)
B-2, 301/302, Marathon Innova,
Opp. Peninsula Corporate Park
Off. Ganpatrao Kadam Marg
Lower Parel (W), Mumbai-400013
Board No. : 91 22 6723 8000/8001
Fax.:022 6723 8010
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