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A review of India’s GDP growth

GDP grew at 6.6% CAGR between fiscals 2012 and 20

In 2015, the Ministry of Statistics and Programme Implementation (MoSP!) changed the base year for calculating
India's gross domestic product (GDP) between fiscals 2005 and 2012, Based on this, {ndia’s GDP increased at an
eight-year compound annual growth rate {CAGR) of 6.6%, growing to Rs 146 trillion in fiscal 2020 from Rs 87 trillion
in fiscal 2012,

Fiscal 2021 was a challenging year for the Indian economy because of the Covid-19 related distress, which was
already experiencing a slowdown before the pandemic struck. GDP contracted by 6.6% (in real terms) after growing
3.7% in fiscal 2020, India's GDP (in absolute terms) dropped to Rs 136 trillion in fiscal 2021,

GDP in fiscal 2022 grew at 8.7% on-year

As per the provisional estimates released by the Naticnal Statistical Office, India’s real gross domestic product
{GDP) grew at 8.7% in fiscal 2022, compared with 8.9% estimatad in February 2022, This is largely a reftection of
a lower base (as the economy had contracted by 6.6% in fiscal 2021). It is noteworthy that given the large output
loss last fiscal, GDP is still only 1.5% above the pre-pandemic (fiscal 2020) level,

Real GDP growth in india (2011-12 GDP series)
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India’s poputation growth
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India’s urban versus rural population
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CRISIL estimates India’s GDP growth at 7.3% in fiscal 2023 with downside risk

The growth outlook for fiscal 2023 is fettered by multiple risks. Global growth is projected to slow, as central banks
in major economies withdraw easy monetary policies to tackle escalating inflation. This, together with high
commodity prices, especially oil, translates into a negative terms of trade shock for India. At the same time, higher
and broad-based inflation domestically will create a drag on consumption revival. Uncertainty due to the Russia-
Ukraine conflict couid put some of the private capex plans on the back burner, In fact, higher input prices could also
result in lower government capex, which has already seen fiscal space shrink with attention shifting to relief
measures, to fight rising inflation. Amid this gloomy scenario, the forecast of a normal monsoon comes as a silver
lining. CRISIL also expects the gaining momentum in contact-intensive services to broad-base and support growth.
On balance, CRISIL maintains its real GDP growth projection for fiscal 2023 at 7.3%, with risks tilted to the
downside.

Real GDP growth (% on-year)
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Key fiscal measures announced by the central government towards healthcare

The healthcare budget has increased year-over-year, with budget for the Ministry of Health and Family Welfare
(MoHFW) clocking an 11% CAGR between fiscal 2011 and fiscal 2023. Overall health and wellbeing budget for fiscal
23 has seen an increase of 12% over fiscal 22 budget. Fiscal 2023, especially, has seen a significant rise on account
of the high expenses associated with tackling the drinking water and sanitation issues. In recent years, the utilization
rate has been 100% or above, as has been the case since fiscal 2016.
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Key budget proposals for fiscal 2022-23

s An estimated Rs. 862 billion has been allocated to the ministry of heaith and family welfare for the fiscal
year 2023 from Rs. 859 billion revised estimates in fiscal 2022,

¢ An open platform for National Digital Health Ecosystem to be rolled out.

¢ National Tele Mental Health Programme’ for quality mental health counselling and care services to be
faunched

Health and Wellbeing — Expenditure for fiscal 2023
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VGF support will aid in the development of hospitals and heaithcare centres under public-private
partnership

india's Covid-19 emergency response and health-system preparedness package of Rs 150 billion was announced
in three phases (for the medium term of 1-4 years)to address immediate requirements in the wake of the pandemic.
A separate health-worker life insurance cover of Rs & million under Pradhan Mantri Garib Kalyan Yojana (PMGKY)
was also announced to offer support to families of frontline health workers fighting the virus.

;
In addition to emergency funding for the pandemic response, the economic package includes long-term measures "
to improve healthcare infrastructure. The government's emphasis on healthcare offers substantial opportunities for ‘
private investment to create affordable-heaithcare facilities and services. To boost private investment in social |
infrastructure, the government has announced an outlay of Rs 81 billlon with viability-gap funding (VGF) limits, |
enhanced from 20% to 30% of project cost for both the Central and state governments to attract private iﬁ
investments in the social infrastructure space.

VGF support will aid in the development of hospitals and healthcare centres under public-private partnership (PPP).
It creates an investment opportunity of Rs 150-200 billion under the soclal-Infrastructure space. Support to private
investments via enhanced VGF will help grow the current health infrastructure by 4-5%. Increased pubiic
expenditure on health (National Health Policy targets public heaith expenditure at 2.5% of GDP by 2025) aiso
means increased government focus on development of health systems and research centres. Development of
heaithcare Infrastructure will gain preference in the current situation with a rise in healthcare spending / demand

in india.
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Delhi and Haryana are the top two states with highest per capita NSDP as of fiscal 2021

In fiscal 2021, Maharashtra, Gujarat, Tamil Nadu, Karnataka and Uttar Pradesh were top-rankers in
terms of gross state domestic product (GSDP) at constant prices among the non-special states
considered in CRISIL Research's analysis. In terms of per-capita NSDP, Delhi and Haryana had the
highest per-capita NSDP in fiscal 2021. Northern and eastern states such as Uttar Pradesh, Bihar and
Jharkhand had lowest per capita NSDP in fiscal 2021 implying growth potential in those states.
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State-wise per capita NSDP at constant prices as of fisca) 2021

243

Per capita NSDP - constant prices (Rs 000)
Note: 17 stales as classified by the RBI under non-special category and Delhi have been considered for this analysis.
Source: CSO, CRISIL Research

West Bengal, Tamil Nadu and Andhra Pradesh ranked top 3 in terms of GSDP growth in
fiscal 2021

In fiscal 2021, West Bengal (1.1%), Tamil Nadu (0.1%) and Andhra Pradesh (0.1%) ranked top three in terms of y-
o-y GSDP growth among the non-special states considered in our analysis.

GSDP growth across states in fiscal 21
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Haryana ranked amongst top three in terms of GSDP growth during fiscal 2012 to fiscal
2021

Between fiscals 2012 and 2021, Gujarat (8.1%), Karnataka (7.3%) and Haryana (6.8%) were the high growing
states (CAGR greater than 5.0%) on average followed by Madhya Pradesh, Telangana and Andhra Pradesh.
Kerala, Jharkhand and Maharashtra had ranked at the bottom over the same period. Dethi has clocked a CAGR of
5.7% for GSDP during fiscal 2012 to fiscal 2021.

GSDP growth between Fiscal 12 and Fiscal 21 (CAGR, %)
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Delhi and Haryana amongst the top three rankers in per-capita income
Delhi, Haryana and Gujarat were the top three rankers (among the non-special states considered in our analysis)
both in terms of per-capita NSDP at constant prices in fiscal 2021.

As of fiscal 2021 Uttar Pradesh and Jharkhand were amongst the slower growing states in terms of average per
capita income during the period of fiscal 2012-2021. Per capita income for these states in fiscal 2021 was the
lowest amongst the states compared here showing that these states have huge growth potential in future.

Delhi tops the list in terms of ‘higher than national per-capita income’ states in fiscal 21

Per Capita ”Avera'ge Growih Difference With Naiiénal
FY12 To FY21 Per Capita Income**
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Note: Per capita income for states refers fo per capita Net State Domestic Product (NSDP) at constant prices as of FY21; base year 2011-12’
has been considered; All India per capita income refers to ‘Per capita net netional income at constant prices as of FY21".

Sotrcs: CSO, CRISIL Research

NSDP growth across states between fiscal 12 and fiscal 21
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Delhi is top ranked in terms of healthcare expenditure as compared to overall
expenditure

In terms of healthcare expenditure Delhi topped the list with healthcare expenditure being 12.6% of the overall
expendityre of the state in fiscal 21. Haryana, Bihar and Uttar Pradesh have healthcare expenditure being 5.2%,
5.0% & 5.0% of the overall expenditure of the states in fiscal 21 and are ranked 10%, 13t & 14t respectively based
on NITI Ayog's report, demonstrating large room for improvement in healthcare facilities in those states.

State-wise rank on healthcare spending versus rank on health index
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* Based on National Institution for Transforming India {NITi} Aayog publication named ‘Healthy States: Progressive india; Report on the Ranks of
States and Union Terrifories: Health index - Round 1V 2019-20".

# Healthcare expenditure refers 1o ‘Expenditure on Medical and Public Health and Family Welfare - As Ratio to Aggregate Expenditurs’ as of FY20
Source: Budget documents of the state governmants, NITI Aayog, CRISIL Research

As per the scale used, 1 indicates the highest rank and 18 the lowest(17 states and Delhi), The scatter plots that
follow juxtapose the latest avallable rankings on each of these metrics from independent sources (X-axis) with
CRISIL's rankings based on the states’ spending towards healthcare as a percentage of its total spending (Y-axis),

Kerala and Mizoram fare as the leading states in India in terms of both better health parameters as well as higher
focus on healthcare spending. Tripura and Sikkim also fali in the quadrant of better health parameters ranked 4t
and 12, respectively, based on NIT] Aayog's report.

10
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Social and healthcare related parameters

Huge potential for public spending on healthcare services to increase over the c'oming
years

Desplte structural demand existing in the country and the potential opportunity it provides for growth, provision of
healthcare In India is still riddled with many challenges. The key challenges are inadequate health infrastructure
and inequality in the quality of healthcare services provided based on affordability and financing.

India lags peers in healthcare expenditure
Total healthcare expenditure as % of GDP {2019)
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Source: Globel Health Expenditure Database- World Health Organisation, CRISIL Reseerch

According to the Global Health Expenditure Database compiled by the World Health Organisation {(WHO), India's
current expenditure on healthcare was 3,0% of gross domestic product (GDP) in 2019. India's real GDP in fiscal
2019 was Rs 139.9 trillion {constant fiscal 2012 prices. India trails not just developed countries such as the United
States (the US) and the United Kingdom (the UK), but also developing countries such as Brazil, Nepal, Vietnam,
Singapore, Sri Lanka, Mafaysia, and Thailand in terms of healthcare spending as a percentage of GDP as of
CY2019.

(h




Research

India spends too little on heaithcare

Current healthcare expenditure (CHE) as % of GDP in India
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India's current healthcare expenditure decreased from calendar year 2013 to 2019. The skew, however, is more
towards private expenditure compared with public expenditure. Low heaithcare expenditure in India is primarily
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Per capita current expenditure on health in
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: Global Mealth Expendifure Database- World Health Organisation, CRISIL Research

due to under-penetration of heaithcare services and lower consumer spending on healthcare.

Further, the share of public spending on healthcare services remains much lower than global peers. For example
India’s per-capita total expendityre on healthcare (at an international dollar rate, adjusted for purchasing-power
parity) was only $63.8 in 2019 compared with $10,921 for the US, $4,313 for the UK and $2,632.7 for Singapore.

12
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Public healthcare expenditure is low, with private sector accounting for a lion’s share

India's current healthcare expenditure (CHE) is skewed more towards private expenditure compared with public
expenditure. Government expenditure on healthcare has remained range-bound at 20-30% of the current
healthcare expenditure from calendar year 2010 to 2016. Over the recent few year share of government
expenditure has crossed 30%. The rest of the expenditure is private in nature {expenditure from resources with no
government control such as voluntary health insurance, and the direct payments for health by corporations {profit,
not-for-profit and non-government organizations} and households. However, the government aims to increase
public healthcare expenditure to 2.5-3% of GDP by 2025 from the current 2%, as per the National Health Policy.

Out-of-pocket (OOPS) as % of CHE (2019)
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Source: Global Health Expenditure Database- World Health Organisation, CRISIL Research

In india, out-of-pocket (OOP) expenditure on health accounted for nearly 55% of total health expenditure as of
2019 (the second highest among all the other countries compared above).

Nearly 17% of the rural population and 13% of the urban population are dependent on borrowings for funding their
healthcare expenditure. And nearly 80% of the rural population and 84% of the urban population use their
household savings on healthcare-related expenditure as per “Health in {ndia — 2018, NSS 75th Round. Heaith
expenditure contributes to nearly 3.6% and 2.9% of rural and urban poverty, respectively, and annually, an
estimated 60 to 80 million people fall into poverty due to healthcare-related expenditure as per "Heaith in India —
2018, NSS 75th Round". However, with Pradhan Mantri Jan Arogya Yojana {PMJAYY), the affordability aspect of
healthcare expenditure is expected to be taken care of to some degree, aspecially for the deprived population.

The quality of healthcare in a country can be gauged through the adequacy of healthcare infrastructure and
personnel in that country. It can be assessed through bed density (bed count per 10,000 population) and the
availability of physicians and nurses (per 10,000 population).

Health infrastructure of India in dire need of improvement
The adequacy of a country’s healthcare infrastructure and personnel is a barometer of its quality of healthcare,

The country accounts for nearly a fifth of the world's population, but has an overall bed density of merely 15 (for
2021 as estimated by CRISIL Research), with the situation being far worse in rural than urban areas. India's bed

13
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density not only falls far behind the global median of 29 beds {CY2017 data for global median), it also lags that of
other developing countries such as Brazil (21 beds for CY 2017) and Malaysia (19 beds for CY 2017). The below
bed density given data has been collected from latest reported WHQ database accessed on September 26, 2022,
India's bed density is for 2021 and estimated by CRISIL Research.

Bed densities across countries - hospital beds {per 10,000 population)

0 10 20 30 40 50 60 70 20

Nofe: India bed density is estimaled by CRISIL Research for 2021. Most recent years dala for ofher countries given above in the charl as per
WHO database accessed on 26" September 2022; Brazil: 2017, China: 2017, Maiaysia: 2017, Thailand: 2010, Ui 2019, United States of
America; 2017, Ryssian Federation: 2018,

Source: World Health Organization (WHQ) Database, CRISIL Research
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Estimated bed density across key cities in India

Estimated bed density across key tier -1 & Il cities in India
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The Delhi NCR, Pune Metropolitan and Mumbai Metropolitan regions are highly populous and have a bed density of
1.9, 3.0 and 3.3, respectively. An important facet to consider, while estimating the healthcare infrastructure adequacy
in a selected city, s to take into account the availability of healthcare infrastructure in the neighbouring cities/states.
Given that the selected cities are key cities with a well-developed hospital infrastructure, they tend to attract patients
not only from other cities and towns within the state, but also from the neighbouring states. While this creates an
additional burden on the healthcare infrastructure of these cities, it also clearly indicates the willingness of people
from nearby tier 1 and 2 cities to travel in order to access quality healthcare facilities. In other tier 1 cities such as
Hyderabad, Chennai and Bengaluru, the bed density is higher than Delhi NCR and Mumbai because of presence of
big hospital chains with large bed capacities. Another indication of this trend Is the expansion of large chain hospitals
to tier [l cities.

Tier Il cities hold good potential for players to expand

Tier-H cities, such as Jaipur and Indore, indicate comparatively higher bed densities due to the presence of large
number of hospitals whereas in other tier-if cities, such as Bhubaneshwar, Chandigarh, Nellore, Vishakhapatnam
and Lucknow, there are lesser number of hospital beds compared to the population they cater to. However, tier-|
cities like Indore, located at the centre of India, still holds a good potential to expand further in terms of heaithcare
facilities because of demand arising from both within the city and districts/cities of neighbouring states. On the other
hand, cities such as Bhubaneshwar and Chandigarh that lack sufficient number of hospitals also have room for
players in the healthcare services to strengthen their foothold and improve healthcare infrastructure of these cities

15
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Healthcare personnel: India vs other countries
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Chhattisgarh, Uttar Pradesh and Bihar lag in terms of doctors per 10,000 population as of
CY 2019

Availability of allopathic medical practitioners, dental surgeons and nurses per lakh population has improved over
the years. The number of doctors with recognised medical qualifications (under |.M.C Act) registered with state
medical councils/the Medical Coyncil of India rose to 1,234,205 in CY 2019 from 827,006 in CY 2010.
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Rajasthan, Tamil Nadu, Telangana, Uttar Pradesh and West Bengal

Source: National Health Profile 2021, CRISIL Research

Average medical expenditure and out of pocket expenditure towards hospitalization in government
facilities is the iowest

As per the NSS report for the period July 2017 - June 2018, on an average, about Rs. 16,676 in rural india and
Rs. 26,475 in urban India were spent on medical expenditure for hospitalisation. However, in Government/Public
hospitals, the average stood at about Rs. 4,290 in rural and Rs. 4,837 in urban areas as against and in Private
hospitals which was about Rs. 27,347 in rural and Rs, 38,822 in urban areas.

On an average, about Rs. 15,937 in rural India and Rs. 22,031 in urban India were spent as out-of-pocket medical
expenditure for hospitalisation, However in Government/Public hospitals, on an average, about Rs. 4,072 in rural
and Rs. 4,408 in urban areas was spent as against Rs. 26,157 in rural and Rs. 32,047 in urban areas were spent
in Private hospitals

As per the NSS report for the period July 2017 ~ June 2018, rural households primarily depended on their
‘household income/savings' (80%) and on 'borrowings’ (13%) for financing expenditure on hospitalisation.
Dependence of the urban households on their ‘income/savings’ was sfightly more (84%) for financing expenditure
on hospitalisation, than on ‘borrowings' (about 9%).
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Average medical expenditure {(Rs) per hospitalisation case in india
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Disease profile in India

A review of communicable diseases in India

Overall, communicable diseases have bean decreasing in India, especially with a considerable fall in casas and
deaths due to malaria, dengue, chikangunya, chicken pox, encephalitis, and viral meningitis.
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Morbidity reported on major communicable Mortality reported on major communicable
diseases diseases
Among the various communicable diseases reported by Armong the various communicable diseases reported by
states/union territories (UTs) in 2020, the following states/UTs in 2020, the following communicable diseases
communicable diseases accounted for the maximum accounted for the maximum percentage of deaths reported
percentage of cases reported
2020 Efnleric 2023 i
" alaria
Tuberculosis _ Pneumonia _ Malaria Enceghahtﬁy%‘;‘rid) 1% Others
5% 1% 1% 2% si 1%
i : viral hepatitis !
Others e, i
Enteric 19, 2% . Acute
fever . ™
3% - Acute diarrhoeal
disease
13%
Acute
diarrhoeal | Acute
disease - r?;f;::r?t;nry Pneumonia
21% Ct o
° 68% 38%

Source: Nationat Health F\’mﬁfe—zozf, CRISIL Research

Acute respiratory infection deaths were the highest in 2020. During the year, acute respiratory infection was one of
the most prevalent diseases in India both in terms of morbidity as well as reason for deaths: it was followed by

pneumcnia. Taken togsther, pneumonia, acute respiratory infection and acute diarrheal disease accounted for 93%
of deaths during 2020. Communicable diseases such as enteric fever, tuberculosis, pneumonia, mataria and others ‘
formed a smaller share of the total morbidity reported during 2020. g
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A review of non-communicable diseases in India

Disease epidemiology shifting towards lifestyle diseases

/27%

379% - « Cardiovascular ;. Hypertension
diseases
» Cancers Diabetes
» Diabetes Cardiovascular
diseases
9% ° Respiratory

2016 Common cancers

e ® other NCDs

prm—

d

13% = 11% & Others

Source: WHO global burden of disease, National Heaith Profilo-2018, CRISIL. Research

As opposed to the decreasing rate in communicable diseases, fifestyle-related ililnesses or non-communicable
diseases (NCDs) have been increasing rapidly in India over the past few years. The contribution of NCDs to the
disease profile rose from 30% in 1990 to 55% in 2016. Statistics show these illnesses accounted for nearly 62% of
all deaths in India in 2016.

Haryana moderately placed state with proportion of NCDs in the range of 50-60%

According to reports, the proportion of NCDs in India’s disease burden has increased. Disability-adjusted life years
(DALYs) represent the total number of years lost to iliness, disability, or premature death within a given papulation.
Of the total disease burden in India measured as DALYSs, the share of communicable, maternal, neonatal, and
nutritional diseases (termed infectious and associated diseases in this summary for simplicity) dropped to 33% in
2016 from 61% in 1990. There was a corresponding increase in the contribution of non-communicable diseases
from 30% of the total disease burden in 1990 to 55% in 2016, and of injuries from 9% to 12%. The wide variations
between the states in this epidemiological transition are reflected in the range of the contribution of major disease
groups to the total disease burden in 2018 48% to 75% for non-communicable diseases, 14% to 43% for infectious
and associated diseases, and 9% to 14% for injuries.

The contribution of mast of the major non-communicabie disease groups to the total disease burden has increased
all over India since 1990, including cardiovascular diseases, diabetes, chronic respiratory diseases, mental health
and neurological disorders, cancers, musculoskeletal disorders, and chronic kidney disease. Among the leading
non-communicable diseases, the largest disease burden or DALY rate increase from 1980 to 2016 was observed
for diabetes at 80% and ischemic heart disease at 34%. In 2016, three of the five leading individual causes of
disease burden in India were non-communicable, with ischemic heart disease and chronic obstructive puimonary
disease being the top two causes and stroke the fifth leading cause.
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State-wise proportion of total disease burden from NCDs in 2016

56.70% |
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* Proportion of tolal disease burden from NCDs in 2016.

Indian Council of Medical Research (ICMR), Public Health Foundation of India (PHFI), and the Institute for Health Melrics and Evaluetion
{IHME) published report titled ‘India: Health of the Nation's States — The India State-Level Disease Burden Initiative'.

17 states under the non-specfal celegory given by the Reserve Bank of India {excepl Gos} heve been considered for the analysis viz Andhra
Pradesh, Biher, Chhallisgarh, Gujeraf, Haryena, Jharkhand, Karnataka, Kerala, Madhya Pradesh, Maharashira, Odisha, Punjab, Rajasthan,
Tamil Nadu, Telangana, Ultar Pradesh and West Bengal

Source: ICMR, PHF|, IHME, MoHFW, CRISIL Research

Non-communicable diseases: A silent killer

CRISIL Research believes NCDs exhibit a tendency to increase In tandem with rising income levels. WHO projects
an increasing trend in NCDs by 2030, following which CRISIL forecasts demand for healthcare services associated
with lifestyle-related diseases such as cardiac ailments, cancer and diabetes to rise. Another emerging market in
the country is orthopedics, which currently comprises a very small proportion compared with NCDs, but has a
potential market in the country. The orthopedics market can be classified into four different segments, viz., knee,
hip, trauma, and spine, of which the knee replacement market holds the biggest share, followed by trauma and
spine. Hip replacement in India is stilt 2 very small segment compared with knee replacement in contrast to the
worldwide trend.
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Causes of death in India
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Source: WHO global burden of disease, india: Health of the Nation's States, CRISIL Research

17 states under the non-special category given by the RBI (except Goa) have been considered for analysis - Andhra Pradesh, Bihar,
Chhattisgarh, Gujaral, Haryana, Jharkhand, Karnataka, Kerals, Madhya Pradesh, Maharashira, Odisha, Punjab, Rajasthan, Tamil Nadu,
Telangana, Uttar Pradesh, and West Bengal.

Deta for National Programme for Prevention and Control of Cancer, Diabetes, Cardiovascular Diseases and Stroke (NPCDCS) from January
2020 to Decembar 2020,

* Telangana excludes data for cardiovascular disease as it was nol reporied by the stale.
Sotree: NHP 2021, CRISIL Research
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Structure of the healthcare delivery industry in India

Overview

» Hospitals
» Diagnostic centres
= Domestic pharmaceuticals

m Medical devices

Source: CRISIL Research

Classification of hospitals

Geharal secondary care
hospitals
Spaclality secondary care
hospliats

Bingle speciality tettiary care |
hosplials B
Muit-speciaity terllary care !
hospitals :

" . ‘Hospitals

Classification of hospitals based on services offered

Primary care/ dispensaries/ clinics

Primary care facflities are outpatient units that offer basic, point-of-contact medical and preventive healthcare
services, where patients come for routine health screenings and vaccinations. These do not have intensive care
units (ICU} or operation theatres. Primary care centres also act as feeders for secondary care/ tertiary hospitals,
where patients are referred to for treatment of chronic/ serious ailments.

Secondary care

Secondary care facilities diagnose and treat aiiments that cannot be treated in primary care facilities. These act as
the second point of contact in the healthcare system. There are two types of secondary care hospitals - general and
specialty care.

¢ General secondary care hospitals
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These hospitals are approached for common allments, and attract patients staying within a radius of 30 km.
The essential medical specialties in general secondary care hospitals include: internal medicine, general
surgery, obstelrics and gynaecology, paediatrics, ear-nose-throat (ENT), orthopaedics, and ophthaimology.
Such a hospital typically has one central laboratory, a radiology laboratory, and an emergency care

department. Generally, secondary care hospitals have 50-100 in-patient beds, a tenth of which are allocated for
the ICU segment. The remaining beds are equally distributed between the general ward, semi-private rooms,
and single rooms.

s Specialty secondary care hospitals

These hospitals are located in district centres, treating patients living within a radius of 100-150 km. They
usually have an in-patient bed strength of 100-200, 15% of which are reserved for critical care units. The
balance is for private rather than general ward beds. Apart from medical facilities offered by a general
secondary care hospital, speclalty secondary care hospitals treat ailments related to gastroenterology,
cardiology, neurology, dermatology, urology, dentistry, and oncology. These hospitals may also offer some
surgical specialties, but they are optional. Diagnostic facilities in a specialty secondary care hospital include: a
radiology department; biochemistry, haematology and microbiology laboratories; and a blood bank. They also
have a separate physiotherapy department.

Tertiary care

Tertiary care hospitals provide advanced healthcare services, usually on referral from primary or secondary
medical care providers,

» Single-specialty tertiary care hospitals

These treat a particular ailment (such as cardiac, cancer, etc). Prominent facilities in India include: Escorts
Heart institute & Research Centre (New Delhi); Tata Memorial Cancer Hospital (Mumbai); HCGEL Oncology
(Bengaluru); Sankara Nethralaya (Chennal); National Institute of Mental Health & Neuro Sciences (NIMHANS,
Bengaluru); and Hospital for Orthopaedics, Sports Medicine, Arthritis and Trauma (HOSMAT, Bengaluru).

¢ Multi-specialty tertiary care hospitals

These hospitals offer all medical specialities under one roof and treat complex cases such as multi-organ
failure, high-risk, and trauma cases. Most of these hospitals derive a majority of their revenue through referrals.

Such hospitals are located in state capitals or metropolitan cities and attract patients staying within a 500 km
radius. They have a minimum of 300 in-patient beds, which can go up to 1,500 beds. About one-fourth of the
total beds are reserved for patients in need of critical care. Medical specialties offered include: cardio-thoracic
surgery, neurosurgery, nephrology, surgical oncology, neonatology, endocrinology, plastic and cosmetic
surgery, and nuclear medicine. In addition, these hospitals have histopathology and immunology laboratories
as a part of its diagnostic facilities. Lilavati Hospital and Hiranandani Hospital in Mumbai, Medanta hospitals in
NCR region and NIMS in Hyderabad are multi-specialty tertiary care hospitals.

Quaternary care hospitais

Quaternary ca.e hospitals are an extension of tertiary care in reference to advanced levels of medicine which are
highly specialised and not widely accessed, and usually only offered in a very limited number of hospitals.
Experimental medicine and some types of uncommon diagnostic or surgical procedures are considered quaternary
care
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Classification of hospitals by facilities/ services offered

Primary care Secondary care Tertiary care
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Classification based on complexity of ailment

Healthcare delivery may also be classified as primary, secondary and tertiary, on the basis of the complexity of
ailment being treated. For instance, a hospital treating heart diseases may be classified as a primary facility if it
addresses conditions such as high cholesterol; as a secondary facility if It treats patients suffenng strokes; oras a
tertiary facility if its deals with cardiac arrest or heart transplants.

Indicative split of ailments & medical treatments provided basis various categories of hospitals &
complexities of ailment

Ailment/ condition - - - " |Pri . “- - Secondary

i Fracture Knee/ joint replacements /
: ' brain haemorrhage

Maternity i Diagnosis/ check-ups i Normal delivery/ caesarean Normal delivery/ caesareanl
! i - post-delivery complications
: ' such as brain fever

'CABG Coronary an‘ery bypass graft
Sourca: CRISIL Research
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Classification based on ownership

Hospitals can also be classified based on their ownership and management:

Trust pwnsd, bl el b s
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Support services

Diagnostic centres and pharmacies are major allied sectors that complement hospitals, Other support services
include management services for hospitals such as food and beverages (F&B), housekeeping, and waste
management, which are outsourced. In addition to this, foreign healthcare providers outsource medical
transcription and claim processing to Indian companies; this sector has boomed over the past few years.

Diagnostic centres

Diagnostic centres (consisting of independent laboratories, hospital-based centres, and diagnostic chain
companies) form an integral part of the healthcare industry. They offer services ranging from routine
examinations to complicated hormonal assays and immunological investigations, in case of pathology, and
from basic X-rays to MRIs, in case of radiology.

The diagnostics industry can be broadly divided into pathology and radiclogy:

o Pathology involves tests from simple blood analysis to sophisticated techniques such as deoxyribonucieic
acid (DNA) tests that aid the diagnosis/ prognosis of ailments and other medical conditions.

o Radiology involves using minimaily invasive techniques to generate film or video images of the internal
anatomy for quick and accurate diagnosis of diseases and injuries,

Pharmacy store chains

: As is the case with almost all verticals within the healthcare delivery industry, pharmacies are highly

fragmented and dominated by standalone units. In recent years, however, corporate presence in this segment
has increased. Corporate hospital players have in-house pharmacies {(within the premises) and some have also
ventured into standalone pharmacies.

Hospital-based pharmacies have direct access to patients and require relatively low investments. in addition,
there is a healthy demand for high-margin surgical items at these pharmacies, which boosts their profitability
compared with standalone pharmacies.

Outsourced non-core activities

Hospitals are increasingly outsourcing several non-core activities such as housekeeping, laundry, F&B and
security to third parties. There is a clear opportunity for third party providers who add value through economies
of scale, specialised skills, and better manpower capabiities. This enables hospitals to reduce costs and
improve efficiency.

Third party administrators

A third party administrator {TPA) functions as an intermediary between the insurer and the insured to facilitate
claim settlements. TPAs are paid a fixed percentage of the insurance premium as commission for their service.
This business has developed on account of a growing need for cost-effective healthcare financing options,
Health insurance penetration in the country Is merely 37% as of March 31, 2018, according to the Insurance
Regulatory and Development Authority annual report 2017-18.
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Revenue and cost structure review of hospitals

Hospitals derive bulk of their revenue from in-patient department (IPD)

The primary revenue streams of hospitals are the IPD and out-patient department (OPD) segments. Typically in most
hospitals, the OPD contributes to three-fourths of total volumes; whereas, the IPD accounts for as much as
approximately 69% of the overail revenue. This ratio could vary with hospitals, depending on the type of services
rendered and the ailment mix.

Revenue mix - FY22

| X - 31%

Rentals ' - Consuitancy i
Consultancy Day surgery
Diagnostics and .| Diagnostics and
pathology lab ) pathology lab

In-patient,
69% |

——-—-‘I Surgery costs ' :

Notes: 1} The IPD in a hospltal generally consists of beds, operation thealrae(s), intensive care unit, supportive services (such as nursing
services, pharmaceutical services, laboratory and diagnostics centres} and ceniral sterile and supply depantment (CSSD)

2) In the OPD, exarninaltion, diagnostics and day surgeries are included
Source: CRISIL Research -

Consumables |

Surgeries and diagnostics fetch bulk of the IPD revenue

Surgeries and diagnostics account for the bulk of IPD revenue for most hosplitals; however, the share of these
verticals vary across hospitals, based on the pricing sirategies deployed and specialities offered. However, surgical
patients generate more revenue as opposed to medical patients. Hospitals used to enjoy high margins on the
consumables used. However, after the government has capped the prices of stents and knes implants, they have
rationalised their treatment costs by charging for the services rendered. Some hospitals have in-house facilities
such as diagnostic centres and pharmacies, while others outsource these services.

Other monitorables that may boost revenue include:

Occupancy levels: Given the high fixed costs (equipment, beds and other infrastructure), occupancy levels need to
be commensurate for a hospital to break-even. Most large hospitals operate at over 65-70% occupancy ratio (OR).
The following factors aid in ensuring high occupancy levels:

+ Good brand recognition
« Reputed doctors

e A strong referral network
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Average length of stay (ALOS): Large hospitals usually operate at high occupancy levels but try to keep the ALOS
short, which enables them to record higher utilisation levels and ensure that more patients are treated at the same
time.

Allment-wise length of stay

Source: CRISIL Research

Medical patients versus surgical patients: Having a higher number of surgical patients versus medical patients
helps hospitals boost revenue. This is because average revenue per surgical patient is higher, given the extensive
use of operation theatre and diagnostic facilities.

According to our industry interactions, the OPD contributes aimost one-third of in-patient volumes in most hospitals.
This is especially evident during the initial years of operations of a hospital. The OPD, typically, also acts as a
feeder for a hospital's in-house diagnostic/ pathology centres.

Ailment-wise realisation

LAverage realisation per patient {Rs)

Emerging technologies in healthcare delivery -

The healthcare industry, like other industries, is constantly evolving in terms of technology. Developments in
information technology have helped create systems that ensure faster and reliable services. While, on the one
hand, these systems help increase reach and quality of healthcare delivery systems across the country, on the
other, they enable healthcare delfivery providers to improve efficiency by helping them in resource planning,
maintaining patient records, etc. CRISIL Research expects the advent of 5G, smartphone penetration, and
increasing health-conscious population to deepen digital healthcare penetration.
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Electronic health records (HER)

EHRs are designed to manage detailed medical profile and history of patients such as medication and allergies,
immunisation status, laboratory test results, and radiology images. Information stored in EHRs can be in a
combination of various formats including picture, voice, images, graphs, and videos, Besides storing information,
EHRs have the capability of analysing data with respect to a specific ailment, generating customised reports,
setting alarms and remainders, providing diagnostic decision support, efc. '

EHRs can be shared between multiple systems allowing doctors from various specialties and hospitals to share the
same sef of patient data. This feature helps improve coordination between doctors, saves time, and prevents
redundancy of recreating medical records. EHRs allow medical histories to be transferred quickly and accurately,
thereby ensuring effective and timely treatment. They can be secured with various privacy settings.

Artificial Intelligence (Al) and blockchain

Healthcare establishments like hospitals are looking at opportunities to deploy Al orfand blockchain in improving their
operating efficiency — scheduling appeintments depending on the gravity of the issue, healthcare monitoring, etc,
thereby minimising human error through technological intervention. For instance, NIT| Aayog has extended its
support to an Al-based project - Radiomics, which is also supported by Tata Memorial Centre Imaging Biobank.

Apollo has partnered with Microsoft to create a cardiovascular disease risk score application programme interface
{API} for assigning risk scores to cardiac patients in India. Max Healthcare is also in the process of piloting Al and
machine learning {ML) algorithms for prediction of readmission of myocardial infractions, along with being involved
in a project concerning speech to text technology for accurately capturing clinical and radiology information in the
systems.

The partnership is beneficial not just for the hospitals, but also for the tech companies that test these technologies
on hospital patient data, like Google trying 10 use Al for detecting diabetic retinopathy at Aravind Eye Care hospitals.

Radiology information system (RIS)

RIS is a tool that allows managing digital copies of medical imagery such as X-ray, MR, ultrasound, and
associated data on a network. RIS is used by doctors to access medical imagery data from multiple locations, Itis
connected to medical equipment such as X-ray, MRI and uitrasound machines, which generate diagnosis results in
the form of images and graphs.

The RIS directly captures results and feeds them to EHRs, central databases or remote databases. RIS systems
are integrated with a dedicated picture archiving and communication modules which ensures that the pictures are
stored in a systematic manner and transferred accurately to the intended database or recipient.

implementation of RIS allows hospitals eliminate the need of generating and maintaining medical imagery on
expensive films. RIS enable hospitals to store complete radiology history of patients together. This feature allows
generating detailed analytical reports on patient's medical history.

Clinical decision support system (CDSS)

CDSS is a software designed to assist doctors in taking decisions pertaining to the diagnosis and treatment of
patients. A CDSS is supported by a large database that has detailed information on ailments with data aspects
ranging from symptoms to diagnosis. The database is supported by a set of rules that help generate accurate
resuits for the query made by the user. It also contains patient specific information such as medical history,
allergies, etc, which helps doctors to make effective decisions on the treatment. CDSS databases are open-ended
to allow addition of information on newly discovered diseases, procedure and medications, rectification of
erroneous procedures, and updating of patient information.
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Mobile-based application

Healthcare delivery is also seeing an influx of mobile-based applications (mobile apps} to assist doctors as well as
patients. These apps provide features such as self-diagnosis, drug references, hospital/doctor search, appointment
assistance, electronic prescriptions, etc. While certain apps allow doctors to obtain information on drugs, dosage,
contradictions, disease/ condition references and procedures; others allow patients to locate doctors, fix
appointments, and opt for video consultations, Furthermore, there are apps that help patients save their medical
records and keep them updated regularly.

Even the government is looking at adopting these measures with the faunch of UMANG (Unified Mobile Application),
which offers 242 services across 57 departments in 12 states. It has a feature to book hospital appointments, check
blood availability, and view medical reports online on registration.

Telemedicine

Telemedicine is a technology designed to improve accessibility of healthcare services from remote locations.
Telemedicine, through its extensive use of information technology, creates a connection between doctors at the
main hospital and patients at remote locations or telemedicine centres. The doctor analyses the patient through
telephonic conversation or video conferencing and is assisted by a junior doctor or health worker who is physicatly
present at the telemedicine center. The junior doctor physically examines the patient and conveys the information,
based on which the doctor confirms the diagnosis and prescribes medication, If the ailment is complex, the patient
is advised to get admitted at the main hospitals and avail the intensive care facility. This mode! is useful when there
is a dearth of healthcare professionals in the country.

Robotic surgery

Robotic surgery or robot-assisted surgery (RAS) is a surgery conducted by using a robotic arm that is controlled
electronically by a contro! pad. The pad may be located at a local or remote place and is equipped with high-
definition cameras allowing surgeons to take a closer look at the areas being operated. Since RAS can be
performed from remote focations, it allows patients to avall the treatment from the desired specialist surgeons
across the globe without having to travel. RAS has been used to conduct general surgery, bypass surgery,
colorectal surgery, gastrointestinal surgery, neurosurgery, orthopedic surgery, etc.

Wearables and sensors

With awareness on heaithcare increasing, people have started adopting wearables and sensors that keep a track
of the vitals of the user, Wearables and sensors also have data about the user's historical health records and sends
out alerts in case of any irregularities. Some sensors are used solely from a curative healthcare perspective, to lead
a healthy life with a proper fitness routine.

Regulations pertaining to price controls

The National Pharmaceutical Pricing Authority {NPPA} regulates prices of drugs/ medicines by bringing them under
the ambit of the National List of Essential Medicines (NLEM). The medical devices sector is largely unregutated,
except for those who have been notified as drugs under the Drugs and Cosmetics Act. In February 2017, the NPPA,
introduced price controls for cardiac stents — price of bare metal stents {(BMS) was slashed to Rs 8,000 and that of
drug-eluting stents (DES) was reduced by approximately 85% to Rs 29,600. in February 2019, however, the NPPA
revised their prices upwards in line with the WPI numbers of 4.2% (with effect from April 1, 2019). The revised price
of BMS stands at Rs 8,261 and that of drug eluting stents {(DES} stands at Rs 30,800 at present.

The prices of knee and hip implants were also capped (up to 69%) in August 2017. Cobalt chromium knee implant,
which was priced at Rs 158,324 was capped at Rs 54,720 (excluding GST). Implants with special metals, such as
titanium and oxidised zirconium, earlier priced at Rs 249,251 was capped at Rs 76,600 {(excluding GST).
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The NPPA's initial intention was to bring eight new medical device segments — all implantable devices, CT
scanning equipment, X-ray equipment, MRI equipment, dialysis machine, bone marrow cell separators,
defibrillators, and PET equipment ~ under the Drugs and Cosmetics Act, This would have subjected them to
registration and import licensing under the Medical Device Rules 2017. This was to be done with effect from Aprii 1,
2020. However, all medical devices are expected to be brought under the scope of regulation subsequently. NPPA
may also consider capping the trade margins instead of capping the prices of medical devices.

The Bureau of Indian Standards (BIS} is in the process of finalising quality control orders (QCO) for medical devices,
which will require all medical devices to be registered with the Central Drugs Standard Control Organisation ({CDSO)
in the first phase (of 12-18 months), After this period, they will have to conform to the quality standards of the Bureau.

Further, some state governments (such as Karnataka, West Bengal and Delhi) have been contemplating capping
costs of medical procedures too in addition to medical devices.
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Assessment of India’s hospital market

Indian healthcare delivery market poised for robust growth in the medium term

Barring the momentary setbacks in fiscal 2021, CRISIL Research estimates the Indian healthcare delivery industry
to post a healthy 13-15% CAGR between fiscals 2022 and 2026, driven by long term structural factors, strong
fundamentals, increasing affordability and potential of the Ayushman Bharat scheme, the national health insurance
scheme launched in 2018 to provide access to healthcare for low income earners in India.

Overall healthcare delivery market in india

Rs 8.3 trilion
CAGR13-15%

CAGR 10-12% EZ:‘:;>
Rs 5.6 trillion

Rs & trillion

FY17 Fy 22 FY 23P FY26P
miPD & 0PD

Note: IPD stands for in-patiant department and OPD stands for out-palient dapariment. According fo CRISIL Research out-palienls are those
who are not required o stay at the hospital overnighl. It includes consultancy, day surgeries al eye care contres, end diagnoslics, and excludes
pharmaceulicals purchased from standalone oullets.

Source: CRISIL Research

Healthcare delivery industry estimated to grow to ~Rs 5.6 trillion in fiscal 2023

CRISIL Research astimates the Indian healthcare delivery market to reach ~ Rs 5.5 - 5.7 trillion in value terms by
end of fiscal 2023, with growth being contributed by stabilisation of regular treatments, surgeries and OPD amid
minimization of disruption due to the pandemic and expansion of ARPOB for the sector. A potential upside is also
expected from picking up of high realisation medical tourism as international trave! restrictions are retaxed. Within
the overall healthcare delivery market, the in-patient department {IPD) is expected to account for nearly 70% (in
value terms), while the balance is to be catered by the out-patient department (OPD). Though in terms of volumes,
OPD volumes cutweigh IPD volumes, with the latter contributing the bulk of the revenues to healthcare facilities.

As opposed to fiscal 2021, when government investments in the sector to combat the Covid pandemic via
temporary establishments had gained prominence, and private hospitals saw revenue erosion owing to travel
restrictions, the private sector complemented the role of the government in fiscat 2022 in the second wave, which
was an upside especially for hospitals where occupancies were typically on the lower side. Growth was driven in
fiscal 2022 by low base and the pent up demand from deferred treatments due to Covid waves.
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The healthcare delivery market is expected to reach a market size of ~Rs 6.4 - 6.6 trillion in fiscal 2024 on back of
the fundamental strengths of the sector and inherent structural strengths of the sector in the country.

Healthcare delivery industry to grow 13-15% over next four years

With long term structural factors supporting growth, renewed Impetus from PMJAY and government focus shifting
onto healthcare sector, the healthcare delivery market is expected to grow at 13-15% compounded annual growth
rate {CAGR) and reach Rs 8.3 trillion in fiscal 2026.

From fiscal 2017 to fiscal 2020, major hospital chains have added supply (~70% of their incremental supply during
the period) in tier i and 11l locations, to create a referral network into their main centre by tapping into the
underserved creamy tier |l areas. The government is also expected to augment this via the Ayushman Bharat
scheme which aims to create 1,50,000 Health and Wellness centers (HWCs) (~1,18,669 HWC's created till May
2022) for strengthening primary and secondary infrastructure in India.

The other contributors to the demand are mere structural in nature, like, increase in lifestyle-related ailments,
increasing medical tourism, rising incomes and changing demography.

In India, healthcare services are provided by the government and private players, and these entities provide both
IPD and OPD services. However, the provision of healthcare services in India s skewed towards the private
players (both for IPD and OPD). This is mainly due to the lack of healthcare spending by the government and high
burden on the existing state health Infrastructure. The share of treatments (in value terms) by the private players is
expected to increase from 62% in fiscal 2017 to nearly 74% in fiscal 2026, the share only witnessing a slight dip in
fiscal 2021,

The skew is more towards the private players owing to the expansion plans of private players being centered on it,
further buttressed by Increasing reliance on private facilities till government infrastructure is properly put in place.

Share of treatments in value terms (government hospitals versus private hospitals/clinics)

=
B |
B |
N |

i

FY23p ,

T o e - -

W Private hospitals 8 Government hospitals

PN e o e e e

- EY26P_

Source: CRISIL Research
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Stabilization of regular treatments and ARPOB expansion will lead to robust growth in
fiscal 2023

The second wave which started from late Q4 fiscal 21, saw Covid cases increase rapidly and put an enormous strain
on the health infra of the country. The first to feel the impact of inadequate infrastructure was the healthcare delivery
market, as hospitals which were witnessing sequential recovery had to divert their beds towards Covid care and
untike the first wave the private hospitals were roped in early onto the second wave to tackle the healthcare
emergency. This time around the requirement was more for severe/ critical beds - with oxygen supply, ICU beds and
ventilators. But as compared to the situation in the first wave where non-covid regular treatments were hit hard due
to the lockdown in the first wave, the second wave saw relatively lesser disruptions with non-covid treatments seeing
a recovery from second half of Q1 fiscal 22 as covid cases abated. Similar trend was also witnessed during the third
wave(omicron wave) where there was a minor dip in occupancies for larger hospital chains and some hospitals
deferred elective surgeries for a week during the peak of the third wave. However overall impact of the omicron wave
was muted on the sector and disruptions were minimat.

CRISIL Research estimates the recovery in fiscal 2022 to have been strong on the back of pent up demand for
regular treatments, elective surgeries and OPDs coming onto the system, with covid treatment revenues also being
topline accretive in the first quarter. As the second wave abated, increased demand was witnessed from regular
demand channels from Q2 fiscal 2022 onwards, indicating pent up demand. On the margin front, though some of the
cost rationalisations of the previous year were carried forward, increase in occupancy levels improved operating
leverage and provided a boost to the margins.

Robust growth is expected in fiscal 2023 as underlying fundamental growth factors remain strong. Regular demand
drivers such as OPD, elective surgeries & regular treatments are expected to stabilise, ARPOB is expected to
increase and demand drivers such as high realisation medical tourism business picks up as international travel
restrictions are relaxed in the fiscal. Margins are expected to improve by ~100 bps as compared to the previous fiscal.

CRISIL has not assumed a major/severe covid wave in India going further in our base case scenario. However, Covid
curve trajectory in India remains monitorable, as newer virus variants/mutations emerge.

CRISIL Research estimates the healthcare delivery industry size at ~Rs 5 trillion in fiscal 2022 and at ~Rs 5.5 - 5.75
triltion in fiscal 2023. This includes both inpatient treatments forming almost 70% in value share and outpatient
consuitations contributing the rest 30%. In fiscal 2023, while government’s share is estimated at 30-32% , private
sector is expected to contribute the lion’s share at 68-70%. Within private sector, large hospitals form only 10-15%
of the industry with rest of the market dominated by small and medium hospitals, clearly indicating the fragmented
nature of the industry.
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Impact of Covid-19 on healthcare delivery market
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Consumers prefer convenient, affordable and personalised treatments

The need for soclal distancing and contactless
services in the post-Covid world has changed
consumer preferences,

Already this has resulted in the growth of mobile
health {M-health) with increased use of health-
tracking apps apart from the growth in e-
consultation and tele-medicing, Besides, home
and healthcare services such as those provided
by Bengaluru-based start-up Portea, online
pharmacies are also gaining traction, along with
growing acceptance of bio-pharmaceuticals.
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Key growth drivers of healthcare delivery industry

A combination of economic and demographic factors is expected to drive healthcare demand in India. CRISIL
Research believes the PMJAY scheme launched by the government would alsc support these drivers.

india lags behind global benchmarks in healthcare infrastructure, both in terms of physical as well as personnel
infrastructure. However, the picture is not good even on the heaithcare indicators front. In case of life expectancy at
birth, which reflects the overall mortality of the population, India stands at a distant 70.8 years in comparison to the
global peers. This is despite life expectancy at birth growing at a compounded annual growth rate (CAGR) of 0.6%
between 2000 and 2019.

The Covid-19 pandemic has changed consumer preferences and led to a higher dependence on the internet to
serve basic healthcare needs of individuals.

Government policies to improve healthcare coverage

The government has kept its healthcare budget flat in 2022-23 at Rs 1,025 billion from Rs. 1,023 billion in fiscal
2021-22. Nonetheless, the focus seems to have shifted from curative aspect to preventive health and well-being

under the ambit of holistic healthcare. The long-term goal is to raise its healthcare spending to 2.5% of GDP by
2025 under the Natjional Health policy 2017 from the current 1.3% of the GDP,

Goﬁe}nment expehditure as a proportion of current healthcare expenditure
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The PMJAY was launched on September 23, 2018, with the objective of providing affordable heaithcare. The
scheme primarily has three objectives:

Strengthening of physical health infrastructure: Sub-centres

Upgradation of .15 million ‘Health and Wellness’ centres(1,18,669 centres have been made operational as of May
2022} to provide comprehensive healthcare, including coverage of non-communicable diseases and maternal and
child health services. These centres would also provide essential medicines and diagnostic services free of cost,
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Inclusion of new ailments under the ambit of the scheme would go a long way in ensuring focus on preventive care
as opposed to only curative care. A strong referral network is vital in providing a continuum of care.

Strengthening of physical heaith infrastructure: Government hospitals

Setting up of 24 new government hospitals and medical colleges and upgradation of existing district hospitals. The
intention is to have at least one medical college for three parliamentary constituencies. The government already
has a scheme in place- Pradhan Mantri Swasthya Suraksha Yojana (PMSSY) to correct the geographical
imbalance in the availability of tertiary healthcare. Six AlIMs, each at Patna (Bihar), Raipur (Chhattisgarh), Bhopal
{Madhya Pradesh), Bhubaneshwar (Odisha}, Jodhpur (Rajasthan) and Rishikesh (Uttarakhand) have been set up,
and 16 new ones announced by the government are under various stages of construction and are expected to be
operational by 2024-25. Tackling issues of inadequate physical and personnel infrastructure is targeted via this
objective. But given the operational and financial.

Expansion of health insurance coverage: Ayushman Bharat

Provision of Rs 0.5 million assured healthcare coverage to each family who is eligible, selected on the basis of
inclusion under the Socio Economic Caste Census (SECC) list. Nearly 107.4 million families will be covered under
the scheme. All existing central and state health insurance schemes wili be subsumed under Ayushman Bharat.
However, the madel of implementation of the scheme (via insurance company, trust or mixed model) is left to the
prerogative of the states.

However, healthcare delivery at affordable prices would require a shift in focus towards capitalising on the volumes
{with nearly 50 crore new people coming under a healthcare scheme) rather than on value (via margins)

The government has started an initiative of National Digital Health Mission(Ayushman Bharat Digita! Mission) on
lines of the proposed National Health Stack (NHS), a shared digital framework for both private and public hospitals,
it is expected to digitize all health records and keep track of all details conceming healthcare enterprises in India.
The centraf government has taken the initiative to taunch a unique Health ID for all citizens under its National
Digital Health Mission (NDHM)}) or Ayushman Bharat Digital Mission, which can be used to access a digital
repository of personal health-related information. The ID or ABHA - Ayushman Bharat Health Account number is 14
digits long, and the account can be created using basic details such as a moblle number or Aadhaar number. This
account provides detalls such as tests conducted, doctor's prognosis, and medicines taken.

The scheme is well intentioned and holds huge potential for the healthcare delivery and allied industries but the
mechanism for quality control and monitoring along with raising resources for implementation will be a key
monitorable.
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Pradhan Mantri Jan Arogya Yojana adds a demand impetus
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Note: PMJAY stands for Pradhan Mantrl Jan Arogya Yojana
Source: PMJAY-AB updates, CRISIL Research

Ayushman Bharat will further provide volume momentum to the sector, with the scheme on its full scale
implementation providing heaithcare assurance.of Rs 0.5 million per family {on floater basis} to nearly 107.4 million
families (the actual coverage would be greater on account of states extending the scheme to even some sections
of the uncovered populace). As on September 2022, nearly 36.7 million treatments had taken place under
Ayushman Bharat since the inception of the scheme in September, 2018,

In terms of implementation tifl date, most states have signed a MoU with the National Health Agency (NHA) under
varied implementation models- trust based, insurance based or mixed model, however, some states are yet to kick
start full scale adoption. However, states like Madhya Pradesh, Uttar Pradesh and Bihar which were devoid of any
health insurance scheme have extended coverage under PMJAY to more than 25% of their respective population.

With life expectancy improving and changing demographic profile, healthcare services
are a must

With improving life expectancy, the demographic profile of the country is also witnessing a change. As of 2011,
nearly 8% of the Indian population was of 60 years or more, and this is expected to surge to 12.5% by 2026.
However, the availability of a documented knowledge base concerning the healthcare needs of the elderly (aged 60
years or more) remains a challenge. Nevertheless, the higher vulnerabllity of this age group to health-related issues
is an accepted fact.
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Life expectancy (at birth) and infant mortality rate: India vs others
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According to the Report on Status of Elderly in Select States of India, 2011, published by the United Nations
Population Fund (UNFPA) in November 2012, chronic ailments, such as arthritis, hypertension, diabetes, asthma,
and heart diseases, were commonplace among the elderly, with ~66% of the respective population reporting at
least one of these. In terms of gender-based tendencies, while men are more likely to suffer from heart, renal and
skin diseases, women showed higher tendencies of contracting arthritis, hypertension, and osteoporosis.

Population in 60+ age group to grow faster
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With the Indian populalion expected to grow to ~1.4 billien by 2028 and consldering the above mentioned factors,
the need to ensure healthcare services to this vast populace is imperative. This also pravides a huge opportunity to
expand into @ space that bears encrmous potenttal.

Rising income levels to make quality healthcare services more affordable

Though healthcare is considered a non-discretionary expense, considering that ~83% of households in India had
an annual income of less than Rs 0.2 million in fiscal 2012, affordability of quality healthcare facilities remains a
major constraint.

Growth in household incomes and, consequently, disposable incomes, are critical to the overall growth in demand
for healthcare delivery services in india. The share of households falling in the income bracket above Rs 0.2 millicn
is expected to go up to 35% In fiscaf 2022 from 23% in fiscal 2017. They provide a potential target segment (with
more paying capacity) for hospitals.

Increasing health awareness to boost hospitalisation rate

Majority of healthcare enterprises in India are more concentrated in urban areas. With increasing urbanisation
{migration of population from rural to urban areas), awareness among the general populace regarding presence
and avaitabliity of healthcare services for both preventive and curative care is expected to increase,

CRISIL Research, therefore, believes that the hospitalisation rate for in-patient treatment as wel! as walk-in out-
patients wilt improve with increased urbanisation and increasing literacy.

Urban populatibn in India (% of total population)

40% -
35%

30% -
25% -
20% -
15% -
10%
5% -
0%

36%

35%

1901 1911 1921 1931 1941 1951 1961 1971 188t 1991 2001 2011 2021P 2023p

=== Urbanisation (%)

Source: UN World Urbanisation Prospects: The 2018 revisions

Non-communicable diseases, a silent killer

As opposed to the decreasing rate in communicable diseases, lifestyle-related illnesses or non-communicable
diseases (NCDs) have been increasing rapidly in India over the past few years. The contribution of NCDs to the
disease profile has risen from 30% in 1990 to 55% in 2016. Statistics show that these illnesses accounted for
nearly 62% of all deaths in India in 2016.

As per the World Econoemic Forum, the world will lose nearly $30 trillion by 2030 for NCD treatments and India’s
burden from this will be $5.4 trillion.
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In 2016, of the total disease burden, the contribution of group of risks {unhealthy diet, high blood pressure, high
blood sugar, high cholesterol and overweight), which mainly causes ischemic heart disease, stroke and diabetas,
had risen to nearly a quarter. The combination of these risks was highest for states such as Punjab, Tamil Nadu,
Kerala, Andhra Pradesh and Maharashtra, but has increased in all other states as well. There were 38 million
cases of cardiovascular diseases (CVDs) in 2005, which rose {o nearly 64 million cases in 2015.

CRISIL Research believes that NCDs exhibit a tendency to increase in tandem with rising income. WHO projects
an increasing trend in NCDs by 2030, following which CRISIL forecasts demand for healthcare services associated
with lifestyle-related diseases such as cardiac ailments, cancer and diabetes to rise.

Another emerging market in the country is orthopaedics, which currently comprises a very small proportion
compared with NCDs, but has a potential market in the country. The orthopaedics market can be classified into four
different segments, viz., knee, hip, trauma, and spine, of which the knee-replacement market holds the biggest
share, followed by trauma and spine. Hip replacement in India is still a very small segrment compared to knee
replacement, whereas it is the opposite around the world.

Growing health insurance penetration to propel demand

Low health-insurance penetration is one of the major impediments to the growth of the healthcare delivery Industry
in India, as affordability of quality healthcare facilities by the lower-income groups remain an issue. Heaaith
insurance coverage has increased from 17% in fiscal 2012 to ~38% in fiscal 2021. As per the Insurance Regulatory
and Development Authority (IRDA), nearly 515 million people have health insurance coverage in India (as of fiscal
2021), as against 288 million (in fiscal 2018), but despite this robust growth, the penetration in fiscal 2021 stood at
only 38%.

CRISIL Research sees that while low penetration is a key concern, it also presents a huge opportunity for the
growth of healthcare delivery industry in India. With the PMJAY scheme and other growth drivers, the insurance
coverage in the country is expected to increase to nearly 46% by fiscal 25.

With health insurance coverage in India set to increase, hospitalisation rates are likely to go up. In addition, health
check-ups, which form a mandatory part of health insurance coverage, are also expected to increase, boosting
demand for a robust healthcare delivery platform.

Medical tourism in India

The healthcare costs in developed countries is relatively higher in comparison to india. Some of the factors which
makes India an aftractive destination for medical tourism are presence of technologically advanced hospitals with
specialized doctors and facilities like e-medical visa.

Treatments n’iostly sought after in Indla are for heart surgery, knee implant, cosmetic surgery and dental care, due
to the low costs of these treatments in India. Medical tourism in ndia is driven by the private sector in India.

As per the Ministry of tourism, countries like Singapore, Malaysia and Thailand also offer medical care facilities to
foreigners but what differentiates India apart from state-of-the-art infrastructure with reputed healthcare
professionals is traditional healthcare therapies like Ayurveda and Yoga combined with aliopathic treatments
providing holistic wellness.

According to the latest data available with the Ministry of Tourism, of the total foreign tourist arrivals in India, the
proportion of medical tourists has grown from 2.2% (0.11 million tourists) in 2009 to 6.38% (0.62 million tourists) in
2019. However, the number of medical tourists fell sharply In 2020(0.18 million tourists) because of international
travel restrictions due to covid 19. The number of medical tourists recovered to 0.32 million tourists in 2021. The
government has constituted a National Medical and Wellness Tourism Board along with provision of financial
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assistance to the tune of Rs 0.6 million to medicai tourism service providers under market development assistance
{MDA} to develop medical tourism in India. The government had estimated medical tourism to be worth 9 billion
USD by 2020 garnering 20% of the global share, up from the 3 billion USD in 2015, however we might have fallen
short of this figure in the year 2020 owing to travel restrictions put in place due to Covid pandemic.

About two-thirds of medical tourism demand from South Asia

More than 94% of medical tourists are from countries in Africa, west and south Asia. Medical tourists from countries
like United Kingdom and Canada are afso seeing an increase, given long waiting periods for availing of treatments
in these regions.

Break-up of medical tourists (includes all types of medical and medical attendant visa) by major country of
origin
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Source: Ministry of Tourism

Bangladesh makes up absolute majority when it comes to medical tourists visiting India

57% of medical tourists who visited India in 2019, were from Bangladesh. This was followed by Irag, who made up
7% of medical tourists, while Oman and Yemen accounted for 3% and 2% of medical tourists respectively. india did
not see any medical tourists from Nepal and Bhutan, while Maldives accounted for aimost 1% medical tourists in
2019. India did see some medical tourists coming from Sri Lanka which accounted for 0.6% of all medical tourists
in the country.
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Country-wise cost of key treatment procedures (in $)

Ailments ($) R ' Singapore Thailand

Dental implant 2800 | 4200 | 1500 | 363 1,000
Source CRISIL Research

Key challenges for the healthcare delivery industry

The potential demand and opportunities in healthcare in India aside, many chalienges exist, mainly: inadequate
health infrasti - cture and unequal quality of services provided based on affordability and healthcare financing.

Health infrastructure in dire need of improvement

The adequacy of India’s healthcare infrastructure and personnel is a barometer of its quality of healthcare. This, in
turn, can be assessed from bed density (bed count per 10,000 population) and avaitability of physicians and nurses
{per 10,000 population).

India comprises nearly a fifth of the world's population, but has an overall bed density of merely 15 (for 2021 as
estimated by GRISIL Research), with the situation being far worse in rural than urban areas. India's bed density not
only fails far behind the global median of 29 beds (CY2017 data for global median), it also lags that of other
developing nations, such as Brazil (21 beds for CY2017) and Malaysia (19 beds for CY2017). The below given bed
density data has been collected from latest reported WHO database accessed on September 26, 2022. India bed
density is for 2021 and estimated by CRISIL Research.
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Hospital bed density: India vs. other countries (2021 for India and latest available for other countries)
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Source: World Heaith Orgenization Detabase, CRISIL Research

The total number of government beds in India are estimated at ~0.83 million. An estimated population of ~1.37 billion
in 2019 implies that 1,660 people on average are served per government bad in the country. Sikkim (34), Mizoram
(17}, Arunachal Pradesh {16) and Himachal Pradesh {20) have the highest government bed density per 10,000
population. Telangana (1), Bihar (2), Maharashtra, Chhattisgarh and UP {3 each), and MP and Jharkhand, (4 each)
have the lowest.

Heai_thcare financing has been a pain point

in India, out-of-pocket {(OOP} expenditure on health accounted for nearly 55% of total health expenditure as of 2019
{the second highest among all the other countries compared betow in the chart). Insurance earlier did not cover out-
patient treatments (Insurance companies started covering OPD treatments under health insurance only recently).
Hence, OOP expenditure on out-patient treatments greater than in-patient treatments.

Nearly 17% of the rural population and 13% of the urban population are dependent on borrowings for funding their
healthcare expenditure. And nearly 80% of the rura! population and 84% of the urban population use their household
savings on healthcare-related expenditure as per "Health in India — 2018, NSS 75th Round. Health expenditure
contributes to nearly 3.6% and 2.9% of rural and urban poverty, respectively, and annually, an estimated 60 to 80
million people fall into poverty due to healthcare-related expenditure as per “Health in india — 2018, NSS 75th Round.
However, with Pradhan Mantri Jan Arogya Yojana (PMJAY), the affordability aspect of healthcare expenditure is
expected to be taken care of to some degree, especially for the deprived population.

Out-of-pocket expenditure as % of current health expenditure: india vs other countries {2019)
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Government price capping of medical equipment

The government has restricted price capping to four devices — cardiac stents, drug-eluting stents, knee implants
and intra-uterine devices. However, the National Pharmaceutical Pricing Authority (NPPA} is proposing to bring in
capping of trade margins instead of extending the list of devices under the National List of Essential Medicines.

Even state governments have been resorting to measures to curb profiteering by hospitals. The Delhi government
had, earlier this year, proposed norms for restricting hospitals and nursing homes from marking up prices of
consumables and medicines from their procurement prices, to fimit their profits.

Price capping on cardiac stents introduced in February 2017, and on knee-implants, in August 2017 was a
deterrent for the industry, which is majorly run by the private sector. However, players have since been able to
come back to normalcy after taking a hit on operating margins initially, through price rationalisation via bundie
pricing. The National Pharmaceutical Pricing Authority (NPPA) has further extended the capping of prices of knee
implants, ranging from Rs 54,000 to Rs 0.114 million, for one more year.

Post implementation of price caps on stents and implants, the government has identified 23 medical devices to put
price controls on.

Outstanding receivables affecting fiscal profile of hospitals

The financial profile of many hospitals empanelied under state schemes became weak due to rising outstanding
receivables from the government (state and Centre) for providing treatments to beneficiaries under health
insurance schemes. Mowever, this challenge is expected to be dealt with on priority under the PMJAY, by fixing a
particular timeline for reimbursements of claims.

Paucity of experienced specialised doctors

Paucity of experienced specialised doctors is another challenge. Experienced specialised doctors also contribute to
the reputation and brand of the hospitals. Paucity of such doctors, thus, impacts the growth of the hospital sector.
At seven physicians and 18 nursing personnel per 10,000 population, India trails the global median of 18
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physicians and 40 nursing personnel. Even on this parameter, indla lags behind Brazil {23 physicians, 74 nurses),
Malaysia {23 physicians, 35 nurses).

Hea!thcare personne! India vs. other countries
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Key actionable areas

While the healthcare delivery sector in India faces several teething issues currently, it also presents immense
opportunities for the players involved. While, on one hand, factors such as inadequate bed density and insufficient
personnel highfight the India’s poor healthcare infrastructure vis-a-vis global levels, on the other hand, it reflects the
immense potential in store for healthcare delivery players in the country.

This potential is further augmented with information and communication technology-enabled services gaining
widespread popularity (CRISIL Research expects internet subscriber base to increase to ~1,000 million by fiscal
2026; while the wireless subscriber base (mobile phone users) is expected to increase to ~1,200 million by fiscal
2026). Not only do these technologies increase reach of the healthcare facilities to the hitherto remote locations,
but they also heip piayers achieve better efficiencies.

Data from the healthcare space is growing at a steady pace and this has driven hospitals to adopt artificial
intelligence (Al) based patient intelligence systems. These are expected to improve the operating metrics of the
hospitals and drive timely detection of diseases.

Shortfall in bed capacity: Major opportunity for healthcare delivery players

India needs to increase its bed capacity to reach the global median by almost 2.1 million beds. With the population
growing at almost 1% annually, india is expected to have more than 1.4 biflion people by 2026, stressing the need
for increased number of hospital bed capacity. This need was accentuated during the Covid-19 pandemic.

Compounding the bed shortfall, dearth of healthcare personnel! (physicians and nursing personnel) continues to be
immense. India had ~0.9 miflion physicians in 2013. The physician count needs to be aimost doubled to meet the
global median. According to the national health profite (NHP) 2021, the average population served by an allopathic
doctor is 1,113 and there are nearly 1.23 million doctors registered with the Medical Council of India (MCl) as of
2019.
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Currently, there are only 542 medical colleges offering a total of about 81,400 MBBS seats as per NHP 2021,
producing nearly 8 doctors (MBBS) per lakh of population being added annuaily.

The shortage of nursing personnel (nurses and midwives) is also critical (18 nurses in India versus 40 giobally). As
per the NHP 2021, there are 1,892 auxiliary nurse Midwives institutions producing 0.055 million auxiliary nurses
and 6,894 nursing institutions producing 0.272 million nurses annually.

Diversification into different format/areas to increase reach and efficiency

Despite the challenges present in the healthcare detivery system in India, innovations and newer business models
are being explored. The main objective of these innovations are to increase efficiencies through aptimum resource
utilisation and widen the reach of healthcare services. Though different business models might being applied
depending on the location and services to be provided, the PMJAY is expected to lead to the adoption of new
business models focusing on volume-driven, affordable healthcare.

Single speciality healthcare units

Single-specialty healthcare units are those that treat patients with specific medical conditions, with the need of
specific medical/surgical procedures. A singie-specialty healthcare unit can be a hospital, clinic, or care centre. The
advantage of these units is that, by focusing on providing care in a single segment, they can increase efficlencies
as well as create a niche in the target segments. Nowadays, birthing centres are among the fastest growing single
specialty centre. Specific regulatory headwinds, however, can affect the margins of these business units.

Day-care centres

The objective of day-care centres is to reduce the need for avernight hospitalisation. In this type of setup, a patient
is allowed to go home on the same day after being treated. These centres have also given rise to the concept of
outpatient surgerigs.

While this model is very popular in the eye care segment, other segments such as arthroscopic, general, cosmetic,
and dental surgery have also been using this as a popular care delivery model. The advantage of the day-care
centre model is that patients can save on bed/room rentals associated with overnight hospitaiisation. The
heaithcare units, on the other hand, can have a streamiined setup with optimum equipment, staff and infrastructure,
which helps bring down operational costs.

End-of-life/geriatric care centres

The objective of end-of-life care centres or hospices and palliative care centres is to provide care and support to
patients, who are suffering from terminal lliness with a life expectancy of six months or less. Hospice and palliative
care focus more on pain management and symptom relief rather than continuing with curative treatment. These
centres are designed to provide patients a comfortable life during their remaining days and cover physical, social,
emotional, and spiritual aspects apart from the medical treatment. Such type of care can be delivered onsite, where
special facilities are set up, in the hospital premises, or at the patient's home.

Palliative care is delivered with the help of an inter-disciplinary team which may consist of the patient's physician,
hospice doctor, a case manager, registered nurses, counsellor, a dietician, therapist, pharmacologist, social
workers, and various trained volunteers. Depending upon the patient's ailment and medical condition, the team
prepares a customised care programme which comprises services such as nursing care, social services, physician
services and trained volunteer support.
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Home healthcare

The primary objective of home healthcare services is to provide quality heaith care at the patient's premises. In
India, these services are still in the nascent stages. CRISIL Research believes that with increasing geriatric
population, nuclearisation of families and increasing disease burden causing a strain on conventional health
delivery systems, home healthcare will be a preferred alternative. A number of healthcare start-ups have started
vying for growth in this space.

The revenue from ICU beds decreases as weeks pass by and, hence, reducing the strain (both on hospitals and
patients) can be explored through home healthcare. Patients can avaif of ICU care at home at nearly a fifth of the
prices of hospital care. Hospitals can also benefit by this model not just through reduced overcrowding, but also
prevention of associated hospital acguired infections,

The services currently offered are: post-intensive care, rehabifitative care and services of skilled/unskilled nurses.
But areas such as home therapeutic care for infusion and respiratory therapy, dialysis and convenience centred
teleconsultation, have more potential for growth. Apollo HomeCare (by AHEL) & Max@Home (by MHIL) are home
care services provided by two largest hospital chain operators in the country.

increasing penetration of hospital chains in tier It and Il locations

Increasing penetration of hospital chains in tier 2 and 3 locations

Large hospitals added ~47% of Incremental beds In Tler 0 and Ul locations {under owned and leased models) in last four Niscals
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Source: Company repcs, CRISIL Resaarch

The Indian healthcare delivery system has seen consolidation in recent years, A highly competitive industry,
coupled with tightening of healthcare regulations, has made it difficult for smaller ptayers in the industry to stay
profitable. Larger hospital brands typically have stronger financial discipline and negotiating power with suppliers,
better ability to attract medical talent, and greater capital and administrative resources {o meet these needs over
standalone hospitals. Many of the established players in the healthcare delivery industry follow inorganic growth to
expand into the geographies where they have fimited presence. In terms of supply creation, major hospitai chains
have expanded into the next level of creamy tier 2 and 3 locations {with approximately 67% aggregate bed
additions by 10 large hospitals players in the past four years being in these areas).

Rise in demand for health infrastructure, modern technologies and multi-disciplinary healthcare have been some of
the key driving factors for consolidation in the industry. Investments by private equity (PE) players is also gaining
traction, Majority of the PE deals in the industry in the past 3-4 years have been towards hospital portfolio *
consolidation, also enabling formation of regional clusters that provide base for further expansion and %
consolidation. Recently, Manipal Heaith acquired 100% stake in Columbia Asia hospitals, strengthening its ‘
presence in southern India. IHH healthcare Limited also has gained stake in Fortis Healthcare in 2018, In the past
two years, deals worth approximately Rs 126 billion and approximately Rs 22 billion have taken place in multi-
speciality and single-speciality hospitals, respectively.
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Innovative business models to help penetration in tier 2 and 3 cities

Given that 65% of the population lives in rural areas, the government is Incentivising private investments in these
regions. But private players find i difficult to replicate the mode! that worked for them in tier 1 and creamy tier 2
locations, due to the relatively lower revenue per bed in these regions (due to the low paying capacity in these
areas and occupancy of existing facilities). CRISIL Research believes that a volume-centric model focusing on
secondary and lower level tertiary care segments with tight control on costs will allow private players to enter and
be profitabie in rural areas, too.

Healthcare providers generaily operate under one of the three models — owned, leased and operated & maintained.
In an owned model, the company constructs and installs medical equipment and is wholly responsible for day-to-
day operations. This model is highly capital intensive in nature. In case of a leased model, the landowner develops
building as per specifications of the company, which takes it on a long-term lease. Capital intensity in a leased
model is ~50% lower than that of an owned model. In an O&M model, the company signs a contract for managing a
standalone hospital against a fixed management fee and share in revenue/profit, This is a low capital-intensive
madel.

The break-even for each model aiso differs on a case-to-case basis. However, a typical break-even at operating
level under ownership model lies between 2-3 years in a tier 2 city. In case of a leased model, the break-even gets
detayed because of payment of lease rentals. In an O&M model, a company is not generally impacted by the
duration of break-even for fixed fees (variable fees will, however, be dependent on break-even).

Operating metrics of key listed players

Average revenue per occupied bed {ARPOB) of key listed players clocked ~7.4% CAGR over fiscals 2016-22
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Note: Companies considered for analysis are AHEL, Fortis Healthcare Ltd, Narayana Hrudayalaya Ltd, MHIL, Shalby Lid, and Healthcare Global
Enterprises Ltd (HCGEL)

Source: Company annual reports, invastor presentations, CRISIL Research

ARPOB of key listed players increased at a CAGR of ~7.4% over fiscals 2016-22, and operational beds logged a
similar 7.4% CAGR. Operational beds for key listed players grew at the highest rate of 21% in fiscal 2020 in the
past six fiscals.
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Aggregate occupancy rates and ALOS of key listed players

Occupancy rate (%!} ALOS (days)
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Note: Companias considered for analysis are AHEL, Fortis Healthcare Ltd, Narayana Hrudayalaya Lid, MHIL, Shalby Ltd, and HCGEL
Source: Company annual reports, investor presentations, CRISIL. Research

Occupancy rates of key listed players have remained steady (57-61%) between fiscal 16 and fiscal 22 except fiscal
21, when occupancy rate fell to 50% on account of Covid pandemic. Although aggregate occupancy rates are in
-the range of 57-61%, the metric is skewed at the individual company level — e.g. MHIL had an occupancy rate of
75% In fiscal 22 and Shalby, 48% in fiscal 22. A steady aggregate occupancy rate and a declining ALOS are a
positive for these players. ALOS, on an aggregate basis, of key listed players decreased to 3.3 days in fiscal 2020
from 3.7 days in fiscal 2016. ALOS rose to 3.9 days In fiscal 21 and 4.0 days in fiscal 22 which may be attributed to
longer stay of patients due to Covid. Hospitals typically focus on reducing their ALOS, as it increases their ARPOB
and ensures more patients are treated at the same time.
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Healthcare infrastructure across key micro-markets

Private hospitai chains have started expanding in the underpenetrated micro-markets
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Source: CRISIL Research

Delhi-NCR

Delhi NCR Region is a highly populous region with a total population of ~57.8 million and have a bed density of 1.9
which is iow when compared to the global averages. An important facet to consider while estimating the adequacy
of healthcare infrastructure in the region is to also take into account the availability of the same in the neighbouring
cities/states. Given that Delhi-NCR region has a well-developed hospital infrastructure, they tend to attract patients
not only from other cities and towns within the state, but also from the neighbouring states. While this creates an
additional burden on the healthcare infrastructure of this region, it also clearly indicates the willingness of people
from nearby tier | and |l cities to travel in order to access quality healthcare facilities. Another indication of this trend
is the expansion of large chain hospitals to such cities. Major hospital chains in the country have their presence in
the region with some players such as Max Healthcare and Medanta having large proportion of beds in Delhi NCR
region.

Nole: Dala as of March 31, 2022; * Apollo Hospitals dala only for Indraprastha Apollo and Apoilo Spectra Hospitals as bed capacily for ofher
hospitals in NCR is not available

Source: Company dafa, Secondary research, CRISIL Research
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Lucknow

Lucknow city has a population of ~2.8 miflion. The city is estimated to have a total of 250-255 hospitals and nursing
home with ~9,300 beds. Sahara Hospital, Medanta Hospital, Mayo Hospital, Apolto Medics Super Specialty
Hospital and Tender Palm are amongst the top private hospitals in the city. Sahara Hospital belongs to Sahara
group which is one of the leading business houses in the country. The Sahara hospital is equipped with key
specialities such as cardiology, neurology, oncology, orthopaedic, gynaecology etc. Medanta Hospital has all key
specialities covered including cardiology, urology, oncology and digestive & hepatobiliary sciences

Note: Bed capacily data as of March 2022
Source: Company data, Secondary research, CRISIL Research

Indore

Indore ¢city has a population of ~1.9 million. The city is estimated to have a total of 200-210 hospitals and nursing
homes with ~10,800 beds. Some of the key private hospitals in the city are Bombay Hospital, Cholthram Hospital,
Arihant Hospital and Research Centre, Apollo Hospital and Medanta Hospital. Bombay Hospital is the largest
hospital among the list of hospitals mentioned above with bed capacity of ~600 beds. Bombay Hospital has key
specialities such as Neurology, Cardiology, Nephrology, Oncology, Gastroenterology etc. Choithram Hospital is |
another large private hospital with a bed capacity of ~350 beds with key specialities such as neurology, oncology, }
urotogy, pathology etc. Large hospital chain operators such as Apollo Hospitals and Medanta also have their unit in %
Indore. i
!
!
3

; Bed capacity

; Meqanta Hospital 1175
Note: Bed capacily date as of March 2022
Source: Company dala, Secondary research, CRISIL Research

Ranchi

Ranchi city has a total population of ~1.1 million, I is estimated to have a total of 90-100 hospitals and nursing
homes with ~2,400 beds. Ranchi city is the capital of the state of Jharkhand. Bhagwan Mahavir Medica Super
Specialty Hospital (BMMSH), Orchid Medical Centre, Medanta Hospital, Sentevita Hospital, Paras HEC Hospital
and Medanta Hospital are some of the large private hospitals present in the city. BMMSH is one of the largest
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facility in the city with ~300 beds providing services across key specialties such as cardiac sciences, neurological
diseases, orthopaedics, kidney diseases, gastroenterology and Gl surgery, obstetrics and gynaecology etc.
Medanta Hospitals in Ranchi has a bed capacity of 200 beds. Key specialties covered at Medanta Hospital in
Ranchi are cardiology, digestive & hepatobiliary sciences, neurology and urology. Paras HEC Hospital is a public
private partnership between Paras hospitals and Heavy Engineering Corporation (HEC).

Key hospitals : ' :‘ ' Bed capacity

&
Tt e
gecialty Hospital,

Hospjial_

Source: Company data, Secondary research, CRISIL Research

Patna

Patna city has a total population of ~1.7 milfion. It is estimated to have a total of 215-225 hospitals and nursing
homes with ~5,200 beds. Patna city is the capital of state of Bihar. Paras Hospital, Ford Hospital and research
centre, Jagdish Memorial Hospital and Sahyog Hospital are among the large private sector hospitals in the city.
Paras Hospital has a bed capacity of ~350 beds covering key specialities such as neurology, cardiology, oncology,
orthopaedics and joint replacement, gynaecology etc. Paras Hospital was amongst the first corporate hospitals in
the city. Ford Hospital is another private hospital with bed capacity of 105 beds. It is a muitispecialty hospital
offering services in specialities such as cardiology, endocrinology, ENT, neurology, nephrology etc. Medanta
Hospital is one of the recently functional key private hospitals in the city providing services for major key
specialities.

2L

ke SRR A GRS e
Note: Bed capacily data as of March 2022
Source: Company data, Secondary research, CRISIL Research
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Review of industry profitability

Operating margins of listed hospital chains to further improve in fiscal 23
Profitability of healthcare delivery (hospital} industry
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*Companies inciuded are Apolfo Hospital Enterprise Limited, Nareyena Hrudayalaya Limited, Healthcare Global Enterprises, Shalby Hospitals,
and MHIL for listed; Unlisted companies include Amri Hospitals Lid, Globel Health Ltd, Kailash Healthcare, Rainbow Children’s Medicare Pvt
LTd, Wockhard! Ltd and Yashoda Hospital and Research Centre Lid

Source: CRISIL Research

Earlier, with the addition of new hospitals and expansion of operational beds, operating margins of key listed
players had seen a muted improvement and remained range-bound due to a rise in consumable costs and
employee costs associated with new supply additions and certain regulatory hiccups.

It usually takes 24-30 months for a newly opened hospital to stabilise its operations. However, this period may be
longer for standalone hospitals than chains due to the latter's operational efficiency. But, it could vary depending on
the location and specialties offered.

CRISIL Research expects the operations of private entities to have been adversely impacted in fiscal 2021, Despite
not earning requisite revenue, hospitals were still bearing personnel costs, which account of 50-55% of total
operating costs for hospitals. Hospitals with a tighter operating structure and higher realisations, resulting in higher
EBITDA per operational bed, are expected to have witnessed relatively low revenue ercsion at the end of the fiscal
2022,

in terms of listed entities compared above, operating margins dropped by ~300 basis points in fiscal 2021 but
recovered strongly to ~17% margins in fiscal 22, Margins are further expected to improve in fiscal 2023,

The sector remains sensitive to regulations. In fiscal 2017, the government had capped prices of drug-eluting stents
and knee implants, which hurt operating margins (the effect being more pronounced for single-specialty hospitals).
But the effect of price capping was neutralised in the later part of fiscal 2018 via price rationalisations in bundle
pricing. Even during the Covid-19 pandemic, states such as Maharashtra capped treatment costs at private
hospitals following reports of profiteering and as the state government took contro!l of 80% of the private bed
infrastructure in cities such as Mumbai in its fight against Covid-19. The rationale behind price capping was to
make healthcare affordable, and the government is likely to introduce a policy regarding trade margin
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rationalisation for medical devices and consumables. In the long run, however, this move could aid in expansion of
hospitals, providing affordable heaithcare in smatler towns.

Financial metrics of listed players better than those of unlisted counterparts

According to CRISIL Research, operating margins of unlisted yet large hospital chains were more stabie than those
of smaller listed entities in the space. For listed companies, the gearing ratio remained range-bound, with regiona!
players being more dependent on debt for expansion. Coverage ratios of listed players were better than those of
their unlisted peers except in fiscal 21.

Financial performance metrics of hospitals

Debt/EBITDA Interest service coverage ratio
7 8.0
. B 7.0
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2 3.0
2.0

1
1.0
FY18 FY19 FY20 Fy21 Fy22 0.0
FY18 FY19 FY20 FY21 Fy22
B Listed & Unlisted Listed Unlisted

Nota: Listed hospitals — Apoilo Hospital Enterprise Limited, Narayana Hrudayalaya Limited, Healthcare Global Enterprises, Shalb y Hospitals,
and MHIL

Unlisted hospitals — Amri Hospitals Lid, Global Haaith Ltd, Kailash Heaithcare, Rainbow Children's Medicare Pvt L.Td, Wockhardt Ltd and
Yast-oda Hospital and Research Cenire Lid

Interest service coverage ratio: Profit before depreciation, interest and taxes (PBDIT)/ interest and finance charges
Source: CRISIL Research
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Competitive mapping of key players operating in the Indian
healthcare delivery market

Comparative analysis of players in the hospitals sector

in this section, CRISIL Research has compared key players in the hospital industry, Data in this section is obtained from publicly
available sources, including annual reports and investor presentations of listed players, regulatory filings, rating rationales, andfor
company websites as refevant.

For this assessment, CRISIL has considered key hospital players namely included Global Health Ltd (GHL)
(Medanta), Apollo Hospital Enterprises Ltd (AHEL), Fortis Heaithcare Ltd, Max Healthcare Group, Shalby Ltd,
Narayana Hrudalaya Ltd, Park Hospital, Medica Hospitals Pvt Ltd, Sahu Estate Pvt Ltd (operating Santevita hospital
in Ranchi), Paras Healthcare Pvt Ltd, Sahara India Medical Institute Ltd and Healthcare Global Enterprises Ltd.

Company [ Geographic Presence

- Apollo Hospital Enterprise Ltd Pan India

North & East India

Shalby Ltd Pan india

* Representing Max Healthcare Institute Ltd and its associate frust owned haspltals

Source: Company annusl reportsfinvestor presentations, CRISIL Research

These hospitals are involved majorly in the provision of secondary and tertiary healthcare services (across a myriad
of specialties). But hospital players are alse expanding into allied healthcare services like diagnostics and
pharmacy. Diversification of business from core healthcare delivery, has helped hospital players to increase their
revenue generating channels in the sector as well as expand their addressable market through provision of a
continuum of care.

With the focus shifting to provision of healthcare services by private hospitals, bed addition is by private players is
happening at a faster pace as compared to government hospitals. The demand for heaithcare remaining on an
uptrend complimented by various factors, makes the demand- supply gap in the sector an attractive proposition to
bridge.
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Key operational parameters of major hospital players

Pan-India bed capacity for players having major operations in north region (FY22)
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Bed capacity, operational beds and ARPOB of major hospital players (FY22)
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Proportion of bed capacity in key cities of key listed players (FY21)
Shalby Lid

Narayana Hrudayalaya Ltd

Max Healthcare Group*
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Fortis Healthcare Limited 76%

Apoilo Hospitals Enterprises Ltd

Global Heaith Ltd ' Ga%
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& Proportion of bed capacity in key cities

Note: Key cifies include NCR, MMR, Chennai, Hyderabad, Beﬁga!uru, Kotkate and Ahmedabad, Praporiion of beds in key cities for Forlis
Heaitheare and Apollo Hospitals Enterprises have been derived from the list of hospitals on their website;

*Max Healthcare Group includes beds In associate trust owned hospitals; Global Health Lid includes beds in Medanta Holdings Pvt Lid

Source: Company annual reporl, investor presentation, CRISIL Rasearch

Proportion of bed cap ey cities of key listed players (FY22)
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*Max Healthcare Group includes beds in associate trust owned hospitals; Global Health Lid includes beds in Medanta Holdings Pvt Ltd, **
Narayana Hrudalaya bed capacily calcuiation includas operational bads from the following markets defined in their FY22 invesfor prasentation:
Bangalore, Kolkata, Wastern (only added beds from Mumbai and Ahmedabad for Western), Daihi NCR

Source: Company annual report, Invaestor presentation, CRISIL Research

Key observations: .

* Global Health Ltd's (Medanta) is one of the largest player amongst the players considered above which operate
in north region with a capacity of 2,141, 2,176 and 2,404 bed in fiscals 2020, 2021 and 2022 respectively, Max
Healthcare Group has the highest bed capacity of approximately 3,050, 3,050 and 3,084 beds in fiscals 2020,
2021 and 2022, respectively, in north region among the hospitals players considered above. {Note: Max
Healthcare have additional 328 beds in West region)

» Global Health Ltd's (Medanta) proportion of bed capacity in key cities of India is at 58% just behind Max
Healthcare Group’s 84% amongst the players considered above operating in north and east regions in India in
fiscal 2022.

* Global Health Ltd's (Medanta) reported second highest ARPOB of Rs. 54.55 thousand per operating bed in FY22
following Max Healthcare Group that reported ARPOB of Rs. 59.0 thousand per operating bed
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Key financial parameters of major listed hospital players

Key financiat parameters (FY21)

S : - Operating. : :
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(Rs million) ! . T

Sahu Estate Pvt Ltd

-
i Healthcare Global
: : Enterprises Limited

7% 1,278 -26% -2,211: ~76%

Note: n.a.: not applicable/not availabla

*Group financials (operating income, EBITDA and PAT from investor presentatron of MHIL), » Values for Sahara India Medical Instifule Limited
are for FY20 as per lalest data availabla

**Values for Sahara India Medical Institute Limited are for FY20 as por latest date available
Source: Company annuel reports, CRISIL Research

Key financial parameters (FY22)

Key financial parameters (FY22)  Operating

Income- e, oPBDIT y-0-y PAT oy | |
Fy22(Rs 90 (RsMn) growth(%)  (Rsmn) growth (%) |
Mn) '

Fortis Healthcare Limited 4 10,097 191%

Healthcare Giobal Enterprises
Limited 13,978 38% 2,385 87% 389 Nap

Narayana Hrudayalaya Limited 37,013 43% | 6,573 227% 3.421 MNap

61




Research

Operating y-oy
Income- o
FY22 (Rs 9’°“(‘L}:;

Mn}

Key financial parameters (FY22)

y Lim

OPBDIT
{Rs Mn}  growth (%)

CRISIL

An S&P Global Company

PAT Y0y
{Rs Mn) growth (%)

y-0-y

Note; Nap: Nof applicable

*Group financials (operating income, EBITDA and PAT from investor presentation of MHIL)

Source: Company annual roports, CRISIL Research

Key ohservations

» Amongst the companies compared above, Global Health Ltd {"GHL") (Medanta) is one of the largest private
multi-speciality tertiary care providers operating in North and East regions of India. In fiscals 2020, 2021 and
2022, Max Healthcare Group had the highest operating revenues of Rs. 43,710 million and Rs. 36,290 miilion
and Rs.52,180 miilion respectively, while GHL had operating revenuss of Rs. 15,232 million, Rs. 14,566 million

Rs. 21,772 million, respectively.

»  Amongst the companies compared above, GHL had the second highest y-o-y growth in operating revenues for
FY22 at 49%. Shalby Ltd had the highest y-o-y growth in operating revenues for FY22 at 63%,

ROCE and OPBDIT Margin for major hospital players (FY21)
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ROCE and OPBDIT Margin for major hospital players (FY22)
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Source: Company annual reporls, CRISIL Research

Gearing and Interest Coverage for major hospital players (FY21)
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Gearing and Interest Coverage for major hospital players (FY22)
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Key Financial Ratios for major hospitat players (FY21

Key financial ratios (FY21) Operating Operating  Net profit Interest Gearing
. Income- margin margin coverage (times)
FY21 (Rs (%) (%) (times)
million})

_ Fortis Healthcare Limited 39,796 8.7 -1.4 4.8 3.0 0.4

i Max Healthcare Institute Limited* 36,290 17.5 -2.6 NA NA NA

Sahu Estate Private Limited 289 24 .4 16.9 37.0 0.0 0.0

Ratios calculated as per CRISIL Research standards as described below:
*  Operating margin = OPBDIT / Operating income
»  Nei profit margin = Profit after tax / Operefing income
s RoCE = Profit before interest and tax (PBIT) / [Total debt + Tangible Network]
«  Inferast coverage ralio = Profit before deprecialion, interest, and ftax (PBDIT1)/ interest and finance charges
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»  Gearing = Adjusted folal debt /Adjusted nef worth
*Group financials (operating income, EBITDA and PAT from investor prasentation of MHIL), NA stands for not available
**Values for Sehara India Medical Institute Limited are for FY20 as per lates! dala aveilable
CRISIL Research has taken into account ‘Tangible net worth’ for ealculation of both ROCE and gearing ratio.
Source: Company annual reports, CRISIL Research ’

Key Financial Ratios for major hospital players (FY22

Key financial ratios (FY22) .. Operating Operating ~  Net RoCE  Interest Gearing |
S Income-FY22 margin (%) - profit - coverage - (times) |

Fortis Healthcare Limited 56,567 17.9 14.0 297 9.8 04

Healthcare Global

Enterprises Limited 13,978 17.1 2.8 13.9 3.5 1.4

Narayana Hrudayalaya ‘
Limited 37,013 17.8 9.2 27.2 10.3 0.4

: e e .
Ratlos calculated as per CRISIL Research standards as described below:
+  Opersling margin = OPBDIT / Operating incoma
«  Nef profit margin = Profit afer tax / Qperating income
*  RoCE = Profit before inferest and tax (PBIT) / [Total debt + Tangible Network]
= Interest coverage refio = Frofit bafore depraciation, inferest, and tax (PBDIT)/ interest and finance charges
¢ Gearing = Adjusted fotal debf /Adjusted net worth
*Group financials (operating Income, EBITDA and PAT from investor presentation of MHIL), NA stends for not available
CRISIL Research has taken into account ‘Tangible net worth’ for calculation of both ROCE and gearing ratio. i
|
|

Source: Company annual reports, CRISIL Resoarch

Key observations:

* Global Health Ltd (Medanta) reported second highest operating margin of 21.4% amongst players compared

above in FY22. Max Healthcare reported the highest operating margin of 26.7% amongst the players compared
above
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Key specialties undertaken by key players

Key players ' . ‘Key Specialties undertaken {Top
3-5)

A é‘rzaTolo"gy, ﬁéu}o ogy,
Orthopaedic, Plastic and
Reconstructive Surgery

Fortis Healthcare Ltd

Oncology, Cardiac Science,
Transplants*

Max Healthcare Group*

ﬂ 7 Anrthroplasty, Cardiac Science,
Shaiby Ltd ‘ Oncology

Note: *Max Healthcare Group inciudes associate trust owned hospitals, **-We have considered 7 speciaities for Global Health Ltd (Medanta)
and three-five for other players.

Source: Company annual report, investor presentation, CRISIL Research
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+ Global Health Ltd (GHL) (Medanta) is one of the largest private multi-speciality tertiary care providers operating
in the North and East regions of India in terms of bed capacity and operating revenues amongst the players
that operate in the North and East regions of ndia, as of and for the financial year ended March 31, 2022 with
key specialties of cardiology and cardiac science, neurosciences, oncology, digestive and hepatobifiary

sciences, orthopaedics, liver transplant, and kidney and urology.

Analysis of key industry players
CRISIL Research has used the following financials:

Standalone financials for: Paras Healthcare Private Limited, Medica Hospitals Private Limited, Park Hospitals,
Sahara India Medical Institute Limited, Sahu Estate Private Limited as the company reports standalone financials
as per MCA filings

Consolidated financials for: Apollo Hospitals Enterprise Limited, Fortis Healthcare Limited, Globatl Health Limited,
Max Healthcare Institute Limited (group financials (operating income, EBITDA and PAT from investor presentation
of MHIL), Narayana Hrudayalaya Limited, Shalby Limited

Standalone financials of Paras Healthcare Private Limited fof FY2021 due to unavailability of consolidated
financials, for the rest of the years consolidated financials have been used for the company.

N.A. stands for not available in afl the below tables

Farticulars Apolto Hosglinls Enterprise Ltd Fortls Healibeare Ltd Global Health Lid (Medania} Mnx Healtheare Enatitute Madica Hospitals Pyt Ld Narayana Hrwdataya Lid
{AHEL} Lid
FY 2l FY 21 Fy 1l FY FY FY 21 FY FYy FY 22 FY FY FY22 FY FY FY2 FY FY FY 21
20 n 20 n 21 HJ ] 20 n
Operating ncone (¥ 1,125 105,60 L4676 45,60 39,719 56,567 457 k1%:) 52,180 4,44% 4516 N.A. 31,31 25,87 31,08
mlifion) 7 7 9 L1} £ 15,13 14,56 2,172 a 0 4 €
H 4

CAGR Fiscal 2026 ~ 14.1% 11.4% 19.6% 9.3% NA. BI1%
Flseal 2022 (M}

Operating Profit Before 15,92t 15431 25,040 5,570 3471 0057 2205 1,016 4,65% 5E10 6,360 13,900 431 412 NA 4,418 2012 X313
Depreciofion Inserest &
Texes (¥ mililion)

\
CAGR Fiseui 2026- 1.7% 3.6% 15.4% $39% N.A, 210% "
Fiscal 2022 (%) l
tperafing Expense (¢ 96,606 94,226 1,14,712 49,93 3631 46,47 13,02 143 iz 7,84 29,93 JB.280 4913 4,094 NA 1689 23,88 .440
militian} k4 1 H ki L L] L} 1 4
CAGK Fiscol 2020+ 11.6% 7% HL.6% 0.6% N.A. 64% f
Fiecul 2022 (%) z
Reiurn on Eqitley (ROES 141% 37T% 24.2% 2.71% - 8.5% 2.1% 1% 13.k% 0% - 59.9% %4 FAX) NA. [IE] - 8%
%) 1.8% 464 e * Ye 1d%

Yo

Return on Capltal 17.0% 8.7% 25.5% 149% 48% 9.0% 59% £0% 16.3% 00 A7% 319% ns 19.5 NA .1 1.5% 1%
employed (RoCE) (%) k) % k Y
Return on Assels (Rod) 1 [ 1.1 (X3 0.4 [X3 (X3 [X] 0.7 0.7 0.7 1 1.5 18 N.A 11 1 (]
%
Current ranilo (e, [A] 18 L7 04 [X) 0% 1.3 12 19 b4 14 13 [X] [ NA 1 4.8 1
Ifquldity ratio}
Dobr Equlty ratln 12 0.7 0.8 0.4 04 0.4 0.5 [ [X] ¥ i1 [X) (X3 0.7 RA 0.7 0.6 [X]
Interest coverage rarle 34 L7 [X] EX3 3 o8 4.5 31 6.2 24 i5 ({13 X A N.A 4.7 1.5 FG.3
Average Collection 336 464 444 k5] 39 M7 *36.6 EXN] Jos 96.9 T4 454 s 36.3 NA My 39.7 431

FPeripd (Dayy)




o %

Averuge payment period 03 HE 8.6 1263 FUS "I [E13] 1378 6,3 Fiit 15 17838 Jeg.e 298.3 NA 17 LED4 4.4

(dupsj

Dot Cosly oot Hiined 362 69 512 33 FX L6 16,5 %3 %1 532 69 109 392 RI¥] NA I F13 [1X}

Cush rutin 0.3 Lo 0.6 03 [ o4 0.7 (%] [E] 0.3 [X] 3 [E] el RA [X] 0.2 [X)

el warking cuplt (8 6850 6927 9,458 - - 482 ] TG [T 4000y - 158 [ 3403 B 127 NA 645 S48 T84T

Ailtlon) 6898 4,661 L] 4,558 1,145

et dvset Viliee (NAY) 295 014 3365 6 kLK 31g FHIE) M3 6.6 4.6 88 i1 1L} 152 NA 49.3 4y 67.6

¥ per hare)

Behi xevice caverage 15 (K] 7 [X3 25 S0 4.0 p X3 FE) E7 [} 12 32 3.2 NA 2.7 [E] 1

ratin

Tatal asseis furnaver 10 10 [ 0.6 9.6 0B [X] [1] (k) 0.7 0.7 0 15 1.5 NA 11 10 1.2

ruile

Fixed uxicts tithiner [E] 1.6 2 (5] [E] [K] (%] [ 1 16 14 1% [E] 2.6 Na 16 14 19

ruifo

Capliol twruaver tatio [ 153 155 6.6 X ETX I I TE] 124 54 4.1 9.9 1.6 BX] ~GI NA -18,5 18 9

Current axset tprsaver 5F 47 4.8 185 8.2 10,4 .y 32 EX] 37 16 EE] 4.6 67 NA 18 4.7 4.3

rutip

Baraingy per shiee 15 1.2 T2 (X3 -7 ins 74 58 7 [X3 -14 £2 8 12 KA 1.6 -0.7 167

1EPSI (D

Inveaiery tarnever rifio [H 269 piA] KK 251 a3 338 34 na ETES bk 48,7 9.9 245 N.A 332 49.9 51}

Recelvables tirtnaver 109 79 8.2 93 Hr2 nT 9.9 1wy [H s &1 ] 0.z i N.A [IE] 9.2 3

ratia

Payables turnover rail [A] 49 4.6 3 8 b33 5 .6 4§ 1.3 T 2 i 1.2 KA 21 H 1.6

fed Capacly 10,261 W 1 98N dHD 5310 7041 | 5176 | 2404 2400 | 3400 | 341 A, N.A, R 6597 | 6725 | €584

Averuge Revenue Per 34 4.2 453 42.6 41) 443 502 i 56 5 .l 59 NA NA NA, 26.6 S5 F3K]

Occaipled Beds (8 600

per dupy

Average Length of Stay EX] ¥ 4 il 36 3 K EKE] kX 43 §2 49 NA, NA, N.A, 38 4.6 48

Ocepponcy Rote (%) $7.0% 550% 63.0% 3.0 5.0 63.0% (23 L6 B0.5% 28 4.9 T540% NA, NA, N.A, N.A 0%
L4 Ye “ Y e Y

Operating 640 591 kit 559 N. 19 FE) 9 4878 4309 7010 5,650 4,08 5,548 1.0 415
Incorne (¥ | 9 'N. ) 6 N NA . ) L3 .
nilition) A A
LAGR Fisoal N.A, i TONA NA, NA 20.0% % . KA
2020-Fiscal
B (%)

>z

Operating TS 9% N, 26 FH) NA 471
Profit Before A
eprechatton .
Inicrent &
Taxes {*
ailitan)
CAGR Fivoal NA. N.A NA, N.A L% 3.9% N.A,
2030-Fiseed
2022 1% - - . . .
Opcrailng 530 CXSF 593 63E NA 1,44 20 9 - 4039 445 5T 08 374 4,69 951 433
Expare (¥ 4 ¢ 2
miillon)
CAGR Fiwal NA N.A. NA, ’ N.A BT T15Y% NA,
2020-Fiseal
2022 (%6)
Return  en | - - N s8% | It N.A 047
Egiiy fIROE) 55 169 A ) k)
3 '

NA i kil N, H39 (23] 1,330 614 43 [3:] 58 -1

-
>
-

>z
-
>
-

. N1 3e% 1% 5% 10,1 34 11.5% 19% -
% A L % 05

NA | 268
*%

-

>z >

Retwrn  on | 8.1 124 N. i 18,1 NA 34
Lupltal % k3 A “% Yo
cmpdnped

(ROCE) %)

NA T 366 e N T5% B5%, £5% 95% 56 10% 13 [2]
Ye % % * K

>z
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Return  on 1F 0.7
Asseis [Rad)
%)

Cinrrent rollo 14 1.7
fie. Dguidie
ratia)

Debt Equity w27 15
ratie

Interest 29 14
coverags
ratiz
Averape 29.6 258
Collection
Perlod (days)
Averape 0. 233
pasment 3

period (days)
Days Cash on 322 FER
Fand

Cash raila (%] 0.5

0.7 [ N.A [F3 N.A L& Lt 1.5 [X] X3 13 (i3 0.8 15 0.2 N,

-2
-2

0.4 13 N.A [ N.A 64 H

>z
e

it 5 [ [X7 [X] LX) 44

>z
iz

04 03 NA 15 NA [] [] 4.5 [E] 0.2 [X] (2] 0.6 [ [1]

wzl =z >z »z

-z > 2

4% 10.2 NA [X] NA 360 ] 133 5.9 17 4.3 iz & 1804 66

> >z

T 4.4 5LY 56.3 4%.1 483 8.t [E]

=2 == ==

z
5
=
@
=
a|

> 2|

3189 247 NA 198, NA 41.6 BE

2 =

43 6055 10,7 943 177 #5047, Ly 143,
9 i

2
-z

EaE 1262 N 355 B.A 80,3 974 56.7 5.4 65,9 3 FLE R B F R ™7 454

[ K] [E) NA 0.2 NA 50 40 [%] 1.1 1t [E] 0.3 [¥} 4.2 42

NA (3 120

2| m2| vt 2z =2

>z >z >z
>zf »z| »z
>z »z| >z

Net working 1,20 1,957
caplal (4 5

miilion;
Ner  Aset § - 3289
Valuee (NAV W6,

{¥ per shore)) 5
Debt senlee 1 2R EX]
coverape
rafie
Toral  asely 11 0.7
furnover rofo

1,173 1,824 2.94% k1l 103 BN g2 £

1143, 1536, NA 6 NA kL3 471.3 k15 7 92 1531 189, 238.2 546 5%
3 3 .

=7
>z
>z
N

=7

47 6.3 NA E) NA 2434 L] 72 1.9 4.7 17 11 H 29.7 78

>z

4.7 0.7 NA 0.2 RA 1.6 [} b5 0.4 0.6 12 [X3 [X] L5 02

Fixed assers 27 17
turnover roile

Capital 5 kX
rurnover retio

48 1 NA 1 NA 5T 6.3 [&] 6.7 L1 17 11 L1 [E] 0d

-T2 10.8 NA -169 NA kX 24 4.2 24 24 -0 387 =531 -13 A2

Current aset ¢ 18 [E3
furnover rotlo
Earnings per 17 -218
skare (EFS)
[]

Inventory 284 57
furnover ritio .

Recehubles [FE] 143
turmover rollo

Payables [X3 1.6
turnover raite._ |

Bed Copacity N.A 1,000

NA 31 [X) 24 [ 18 48 ¥ 53 4.2 X

&B 928 NA I NA 8.7 1n3 0.7 EE] & 17 4.7 27 19 0.3

64 KX NA |43 MA 357 40,7 65 149 48 467 264 LI 11 (LK)

2.6 ny NA 5.3 N.A 17.1 8 X 49 69 73 74 14 448 .}

N.A RE EX] 4.9 [X3 0.6 19 pX] [] kX3 28

o)

o

&

£

>

o

s
| vz vz rzlrz|azlem ral a2
| wxlvw] rmimzlrz|enrn] >z

N.A 1500 2,50 NA NA NA [XTF] 2012 2012 g5 EXH] 462 NA
L] N.A

NA NA NA N.A N.A NA NA s 274 317 81 NA NA NA NA

-
2
o
8
z
FS

=zt ozl ozl ozl >z =zifezlrz|ez] >z

Averoge NA N.A
Revenae Per
Gecupled

Reds (T ‘500
per day) .
Average NA NA NA NA NA N.A N, NA NA NA N,
Length  of A A A
Stay "
Occupancy NA NA N, NA NA NA NA N NA NA NA N. o 387 40.0 81% v | 6% N.A NA
Rate £%) A A A % k e

>z
| vzl >z ow| vzt >l vzl e v r2] a2

=

2.6 kR 4.1 NA NA NA NA NA

>z

>z

Sovrce: Company anntal reports, Ratings rationale, Investor presentations, CRISIL Research
N.A refers to not available

Formulae used for ratio calcutations:
1. Operating income = Gross sales + Other related income
2. Operating Earnings before Interest taxes depreciation and amortization (EBITDA) = Operating profit before

depreciation interest and taxes (OPBDIT)

Return on Equity (RoE) = Profit after tax / Tangible Net Worth

4. Return on capital employed (ROCE) = (Profit before interest and taxes) / {Total Debt + Tangible Net worth)
Note: Tangible Net worth= Total paid-up equity share + Reserves- Intangible assets

5. Return on Assets {(RoA) = Operating income/Total Assets

6. Operating Expense = Cost of Sales = Material costs + Traded Goods purchased + {Accretion/decretion to
stocks) + Consumabie stores + power & fuel costs + Employee costs + other manufacturing expenses +
Other expenses + selling expenses

7. Current Ratio = Total Current Assets / Total Current Liabilities

8. Average collection period = 365*net Receivables/Operating income
Note: Net Receivables = Gross Receivables - Allowance for doubtful accounts

9. Average payment period = 365%average accounts payables/Total Credit purchases

&
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10.
11.
12
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.

23.
24,

Days cash on hand = (Net Cash Accruals*365)/ (Cost of Sales-depreciation)

Cash ratio = {Cash + Marketable securities Ycurrent liabilities

Net working capital = Current Assets - Current Liabilities

Debt equity ratio = Total Debt / Tangible Net worth

Debt service coverage ratio = Operating income/(short term debt + current portion of long-term debt)
Interest coverage ratio = PBDIT / interest and Finance Charges

Total assets turnover ratio = Operating income/Total Assets

Fixed assets turnover ratio = Operating income/Net Fixed Assets

Capital turnover ratio = Operating income/net working capital

Current asset turnover ratio = Operating incomefcurrent Assets

Inventory turnover ratio = Cost of Goods sold/Average inventory

Recelvables turnover ratio = (365/Average collection period) = operating Income / net receivables
Payables turnover ratio = (365/Average payment days) = Total credit purchases/ average account
payables

Earnings per share (EPS) = Reported Post Tax Earnings Per Share

Net Asset value (NAV) = Reported Book Value (In Rs Per share)
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About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better,

it is India’s foremost provider of ratings, data, research, analytics and solutions with a strang track record of growth, culture of
innovation, and giobal footprint, _

it has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a feading provider of transparent and independent ratings, benchmarks, analytics and
data to the capitat and commodity markets worldwide.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house, We provide insights, opinion and analysis on the
Indian economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals
on a wide array of technical issues. We are India's most credible provider of economy and industry research. Qur industry
research covers 86 sectors and is known for its rich insights and perspectives. Our analysis is supported by inputs from our
large network sources, including industry experts, industry associations and trade channaets. We play a key role in India's fixed
income markets. We are the largest provider of valuation of fixed income securities to the mutuat fund, insurance and banking
industries in the country. We are also the sole provider of debt and hybrid indices to India's mutual fund and life insurance
industries. We pioneered independent equity research in India, and are today the country's largest independent equity research
house. Our defining trait is the ability to convert information and data into expert judgments and forecasts with complete
objectivity. We leverage our deep understanding of the macro-economy and our extensive sector coverage to provide unique
insights on micro-macro and cross-sectoral linkages. Qur tatent pool comprises economists, sector experts, company analysts
and information management specialists.

CRISIL Privacy

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfi your
request and service your account and to provide you with additional information from CRISIL. For further information on
CRISIL's privacy policy please visit www.crisil.com/privacy.

Disciaimer
CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the
information obtained by CRISIL from sources which it considers reliable {Data). However, CRISIL does not guarantee the
accuracy, adequacy or completeness of the Data / Report and is not responsible for any errors or omissions or for the results
obtained from the use of Data / Report. This Report is not a recommendation to invest / disinvest in any company covered in the
Report. CRISIL especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ distributors of
this Report. CRISIL Research operates independently of, and does not have access to information obtained by CRISIL's
Ratings Division / CRISIL Risk and Infrastructure Solutions Limited (CRIS), which may, in their regutar operations, obtain
information of a confidentiaf nature. The views expressed in this Report are that of CRISIL Research and not of CRISIL's
Ratings Division / CRIS, No part of this Report may be published / reproduced in any form without CRISIL's prior written
approval
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