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About The Company..

▸ Fortis healthcare is one of the leading healthcare service providers in India providing specialised healthcare
facilities in segments such as Cardiac sciences, Oncology, Orthopaedics, Neurology etc.

▸ Fortis Healthcare started its operation from Mohali where first Fortis hospital was set up. Currently Fortis is
headquartered at FMRI, Gurgaon hospital. Apart from its India operations, Fortis also has its hospitals in
Dubai and Sri-lanka taking the total toll to 36 healthcare facilities over the globe. Fortis today has roughly
3,700 operational beds with potential of having 9,000 beds.

▸ Fortis has major concentration and market penetration in the northern parts of India and has world class
hospitals with latest technologies which are major contributor of revenues such as FMRI Gurgaon, Mohali,
FEHI in Delhi, Fortis Noida, Fortis Shalimar Bagh to name a few.
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Business
Snapshots!
▸ Fortis has its diagnostic arm, SRL Ltd which it

invested in year 2012. SRL has significant
contribution to Fortis’s total revenue and thus
plays crucial role. Today SRL has over 1400
collection centres in India, 8200+ pickup points
with daily collection of samples offering a wide
comprehensive range of tests.

▸ SRL labs exist in more than 120 hospitals which is
highest in the country reflecting doctor’s trust.

▸ In July 2018, IHH was chosen as the final
investor, which invested INR 4,000 crores for
31.1% stake in the company becoming the
largest shareholder with Board control.
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“

Saving and Enriching Lives
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Fortis Operations..

▸ Fortis’s USP lies in cardiac surgeries and orthopaedics
which have highly committed and talented set of doctors
backed by excellent nursing care with best technology.
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Hospitals
Performance
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Fortis Operations..

▸ India’s $9 billion diagnostic market is expected to accelerate further due to the change in mindset of
Indians from being curative to being preventive. This shift has occurred due to increasing awareness of
non-communicable diseases such as hypertension, diabetes, cholesterol, etc. due to change in human
lifestyle.

▸ For the diagnostic industry the main drivers will continue to be the increasing awareness of preventive
healthcare, shorter turnaround time through automation, next generation logistics network, value added
services like application of Artificial Intelligence (AI).

▸ Mid-sized and small individual labs with a presence in metros, towns and rural hinterlands dominate the
industry in India, as they hold an estimated 85% of the market share of the Indian market. On the other
hand, in most markets across the globe, the industry is dominated by large organised laboratory chains.

▸ This creates great opportunities for big diagnostic labs such as SRL to increase their reach in teir-2 and teir-
3 cities by partnering with local laboratories.
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Fortis Operations..

▸ The Company’s diagnostics business i.e. SRL Limited. has a presence in over 600 cities and towns,
with an established strength of 400 laboratories including 56 self-operated laboratories (excluding
labs in JV companies), 124 laboratories inside Hospitals including 27 labs located in Fortis Healthcare
facilities, 42 Franchisee labs, 7 wellness centres and 3 international laboratories. It also has over
7,197 Direct clients, 1026 Collection Centres which includes 97 collection centres that are owned
and 76 collection centres at International locations.

▸ SRL has concentration over 2 businesses i.e. B2C and B2B where B2C has 43% share towards revenue
and grew by 9% in Q4FY20. SRL’s performance in month of January and Feb 2020 was going as per
expectations but things started going south when nation-wide lockdown was imposed leading to
stoppage of patient inflows which lead to 29% decline in revenue. The SRL business was expecting
double digit growth in FY20, but due to this pandemic things have slowed down delaying the double
digit growth experience FY22 onwards.
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SRL Diagnostics
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Understanding The Company..

Capex Cycle 

Capital expenditures are 
funds used by a company 
to acquire, upgrade, and 
maintain physical assets 
such as property, plants, 
buildings, technology, or 
equipment. CapEx is often 
used to undertake new 
projects or investments by 
a company..

Working Capital Cycle

The working capital cycle is 
a measure of how quickly a 
business can turn its current 
assets into cash. 
Understanding how it works 
can help business owners 
manage their company's 
cash flow, improve 
efficiency, and make money 
faster.
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Capital Expenditure Cycle

▸ Fortis needs to incur around 90-100 crores of capex each year for maintenance and repairs of its
operational beds. Which it partly funds through the cash and cash equivalents and partly though the
long term loans.

▸ In FY16 and FY17 they incurred CAPEX of around 200-250 crores to set up a new facility in Arcot
road, Chennai which has 200 operational beds. It is ready to commission hospital but inauguration
has been delayed due to COVID-19 pandemic.

▸ Fortis generally requires roughly 250 crores of CAPEX for setting up of new facility in India with a
200 operational bed capacity. The CAPEX may further vary depending upon the location.

▸ The company saw low CAPEX in the year 2018 because no company was willing to invest in Fortis
healthcare due to legal case against the promoters due to which they were running low on liquidity.
Once the promoter issue was solved and new board was reconstituted, the company got enough
funds for CAPEX.
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Capital Expenditure Cycle

▸ In years coming forward, the Fortis sees aggressive CAPEX as
they plan to add 1200 operational beds in existing facilities
within 4-5 years requiring CAPEX of around 1500 crores.
Additional 90-100 crores of CAPEX funding would be required by
the company for maintenance and repairs programme every
year.

▸ The expected CAPEX for FY21 is significantly low as per their
future plans due to COVID-19. Thus they would be only incurring
CAPEX for maintenance and repairs work and wont indulge into
expansion CAPEX for the fiscal year ending 2021.
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Working Capital Cycle 

▸ The receivable days suggests how many days will it take
for our debtors to repay their money. While the payable
days suggest the number of days it takes us to pay to our
creditors.

▸ The receivable days for Fortis has been on an average
constant to around 39 days. While the payable days have
been on an average around 53 days, which is a healthy
sign for the company’s working capital cycle as they
receive from their debtors prior to they pay to their
creditors.

▸ The working capital for firm has consistently been
negative but it shouldn’t pose a red flag for the firm as the
debt levels are very low.

14



FORTIS TIMELINE
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Financial Summary
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Operating Profit Ratios01

▸ EBITDA margins: The EBITDA margins are very low in
comparison to the gross profit margins because major cost for
hospital industry is the employee benefit expense ( salary to
doctors and staff) and the professional fees paid to the
doctors. Employee benefit expense and professional fees to
doctor leads to around 40% of the total revenue for the firm.
Also the other expense’s proportion is significantly high which
is on an average 33-34% of revenue as it includes rent,
expenses for power, fuel and water, marketing and business
promotion expense etc which drags down the EBITDA margin.

▸ Gross profit margins: The Gross
profit margin of Fortis has been
inline with the revenue
significantly at around 78-79% and
is expected to be same in years
coming forward as the firm does
not see increase in COGS until and
unless external environment
changes.



Financial Summary
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Operating Profit Ratios01

▸ EBIT margins: EBIT margins for the firm remains stable at around 3-4%. FY20 saw 8% EBIT margin
levels because of decrease in other expenses by 6% which drove the EBITDA margins high.

▸ PAT margins: PAT margins in FY18 were drastically low to -20.5% due to the impact of exceptional
items. In FY18 they had to create allowance for inter-corporate deposits and interest thereon of 445
crores due to directives by court. Also the impairment of goodwill was as high as 170 crores due to ex-
promoters issue. Creation of inter-corporate deposits and impairment of goodwill lead to exceptional
items worth 615 crores while impairment of other hospital assets and miscellaneous items lead to
exceptional items worth 881 crores. PAT margins are expected to be in and around 2% in fore coming
years as the exceptional items would mainly consist of impairment of hospitals assets.



Financial Summary
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Liquidity Ratios02

▸ Quick ratio: Ideally the quick ratio for a firm should be 1:1
but over the years the quick ratio is decreasing indicating
problems in short term liquidity.

▸ Debt/equity: The Debt to equity ratio for Fortis has been
way below 1 over the years which shows healthy signs for
long term liquidity. This also opens up opportunity for Fortis
to borrow more from banks and other financial institutions
as their debt to equity levels are very low.

▸ Current ratio: The current ratio
for the firm isn’t healthy since
2015, rather it is deteriorating
year by year which does not show
good signs for short term liquidity
as the firm may have to resort for
other short term funds/sources to
pay off their current liability.



Financial Summary
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Liquidity Ratios02
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Financial Summary
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Debt-Coverage Ratios03

▸ Interest coverage ratio: Ideal interest
coverage for a firm should be 2 or
more but the interest coverage ratio
for Fortis hasn’t been healthy and may
pose as a threat in future if EBIT
margins for the firm drops.

▸ ROCE has been consistent with an
average of 2-3%.

▸ ROE has been variable by large due to
exceptional items in FY18 & FY19. -20%
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Financial Projections 

21

PARTICULARS 2019 20202021 ( E) 2022 ( E) 2023 ( E)

TOTAL REVENUE 4469 4632 4800 5593 6162

YoY Growth % 0 0 0 0

COGS 928 964 984 1147 1263

GROSS PROFIT 3541 3668 3816 4446 4899
GP margin % 1 1 1 1 1
YoY Growth % 0 0 0 0
Employee expense 1800 1816 1920 2237 2465

Other expenses 1516 1243 1386 1640 1822

EBITDA 225 610 510 569 612

EBITDA Margin % 0 0 0 0 0

Depricitian and amortization 233 292 265 274 339

EBIT -8 318 245 295 273
EBIT Margin % 0 0 0 0 0

Other income 92 53 100 100 100

Interest cost 337 205 162 176 198

PBT -110 239 243 279 235

Less Tax 114 148 61 70 59

Reported PAT -224 91 183 209 177



Financial Projections 
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PARTICULARS 2019 20202021 ( E) 2022 ( E) 2023 ( E)

ASSETS

NET FIXED ASEETS 4756 3983 3952 3813 3669

Capital WIP 421 189 45 90 105

Investments 190 175 175 175 175

Loans 29 30 30 30 30

Other Financial assets 648 1851 1851 1851 1851

GOODWILL 3721 3721 3721 3721 3721

Other non current assets 519 459 459 459 459

CASH 794 7 390 878 1370

Inventories 57 78 79 92 101

Trade receivables 542 459 513 598 658

Current investments 79 0 0 0 0

Other current investments 194 395 395 395 395

Trade paybles 754 598 618 720 793

Short Term debt 1231 363 363 423 466

Other current liabilites 1607 1617 1617 1617 1617

TOTAL ASSETS 8360 8769 9011 9341 9657

EQUITY AND LIABILITIES

Equity Share Capital 755 755 755 755 755

Reserves and Surplus 5846 5906 6089 6298 6475

Non-controlling interest 512 545 545 545 545

TOTAL EQUITY 7112 7206 7388 7598 7774

Long term Borrowings 675 954 1014 1134 1274

Other non current liabilites 573 609 609 609 609

TOTAL LIABILITIES 8360 8769 9011 9341 9657



Financial Projections 
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PARTICULARS 2019 20202021 ( E) 2022 ( E) 2023 ( E)

PBT -110 239 243 279 235
Depreciation&Ammortisation 233 292 265 274 339
Interest income -74 -30 -100 -100 -100
Dividend income 0 0 0 0

Finance cost 337 205 162 176 198
Others -69 -48 0 0 0
Operating profit before WC changes 317 657 570 629 672
Consumption of WC -247 -146 -34 64 46
Cash generated from operations 69 511 536 694 718
Taxes paid -248 -339 -61 -70 -59
Net CFO -179 172 475 624 659

Capex -83 -137 -90 -180 -210
Sale / (purchase) of investments -4277 160 0 0 0
Interest received 73 32 100 100 100
Dividend received 964 4 0 0 0
Net cash flow from investing activities -3323 60 10 -80 -110

Increase/(decrease)in Debt 648 -657 60 120 140
Issue of Equity 4010 0 0 0 0
Interest Paid -401 -205 -162 -176 -198
Net Cash from Financing Activities 4257 -862 -102 -56 -58

Net Change In Cash 708 -627 384 488 492

Cash at the start of the year -165 633 7 390 878

Cash at the end of the year 633 7 390 878 1370



Analysts Opinion 
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Analysts Opinion

▸ The ARPOB for hospital business and average revenue per test for SRL has been
increasing YoY looking at the past trends.

▸ The number of operational beds will increase substantially within next 4-5 years as per
the plans laid out by management.

▸ Occupancy levels has been taken into considerations as per the management.

▸ Major cost drivers have been kept as function of sales.

▸ The depreciation has been increasing over the years due to aggressive CAPEX planning
by the firm.

▸ The interest rates would be 11-12% as suggested by the management.
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Analyst Opinion

▸ With the onset of change in promoters and
restructuring of board, I strongly feel that firm would
be able to rebuild its image and trust within the public
and investors at large through which Fortis can get a
turnaround in its business operations and get back to
the path of success.

▸ If IHH wins the court case for extended 26% voting
rights it can provide further benefits in decision
making.

▸ Fortis has very strong hold over the north and north
western part of India catering to upper middle class
and above.

▸ The firm has an history of increasing ARPOB at the cost
of occupancy levels which should not be the trend for
entering the tier-2 and tier-3 cities.

BUY RECOMENDATION

▸ The current fair value of the firm shows that
the stock is overvalued based on
conservative set of assumptions adopted.

▸ IHH healthcare being the promoter of the
company FY19 onwards having 31% stake
and further looking for additional 26%, I
strongly feel that Fortis is undergoing major
turnaround in its hospital business.

▸ From growth investor’s perspective, I
strongly feel that the firm would grow by
multiple folds which suggests a good buy
position in the current scenario.
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Recent Initiatives and Partnerships 
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▸ Fortis as a brand saw turbulence in past with its promoters. Due to which in March 2018, the
board was restructured to bring stability in the organization and bring Fortis back on its path of
providing world class health care services.

▸ Parallel to it, the company wants to penetrate deep into the markets by increasing the operational
beds into its existing facilities. It plans to add 1200-1300 operational beds in coming 4-5 years
which would require roughly 1500 crore of CAPEX.

▸ As technology is evolving year by year, Fortis as a brand is emphasising more on better quality
outsourcing of information technology ( IT ) through which it would be able to interact with
customers quickly and efficiently thereby servicing their needs.

▸ The scope of telemedicine in India is huge and is untapped largely as of now. Telemedicine has
great potential in India as rural sectors are huge in size which lack professional and skilled doctors.
This concept of telemedicine would not only help the people living in villages but would also help
hospitals such as Fortis to expand their market and serve more patients.



Recent Initiatives and Partnerships 
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▸ The company plans to increase their focus on high end transplant programmes and surgeries
which will help them increase their ARPOB further.

▸ After IHH invested INR 4000 crore for 31% stake in the company, it made another Mandatory
Open Offer for acquisition of 197,025,660 Equity Shares representing additional 26% of the
expanded voting share capital of the Company (“Fortis Open Offer”) and another Mandatory
Open Offer for acquisition of up to 4,894,308 fully paid up equity shares of face value of INR 10
each, representing 26% of the fully diluted voting equity share capital of Fortis Malar Hospitals
Limited (Fortis Malar Open Offer).

▸ However, after the making of the Public Announcement, the Hon’ble Supreme Court of India had
on December 14, 2018 passed an order to put a stay on the “open offer” floated. Fortis would be
in a very good position if IHH gets nod from supreme court for more 26% voting rights in Fortis as
IHH has board of directors which have vast array of experience in the field of medicine and
management.
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Debt to equity Interest coverage ratio

• The occupancy rates for Fortis has been one of

the highest among the peers.

• The debt to equity for Fortis is the lowest among

competitors which provides the firm added

advantage to borrow more from financial

institutions.



Industry Analysis
An overview of Healthcare sector …
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The healthcare industry is one of the world's largest and fastest growing
industries. Consuming over 10 percent of gross domestic product (GDP)
of most developed nations, health care can form an enormous part of a
country's economy. • In 2017, healthcare costs paid to hospitals,
physicians, nursing homes, diagnostic laboratories, pharmacies, medical
device manufacturers and other components of the healthcare system,
consumed 17.9 percent of the Gross Domestic Product (GDP) of the
United States, the largest of any country in the world. It is expected that
the health share of the Gross domestic product (GDP) will continue its
upward trend, reaching 19.9 percent of GDP by 2025. The World Health
Organization estimates there are



Indian Healthcare Sector
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In India, private healthcare costs about four times

more than the public sector yet, a large majority of

all cases are treated by the private sector. There

still exists tremendous opportunities across

dermatology, In Vitro Fertilization (IVF),

cosmetology, urology, diabetes etc . The significant

demand-supply mismatch has led healthcare to

emerge as an attractive sector for PE investments

with PE funds investing over USD 3.4 billion in

Indian Hospitals between 2007 and 2017 . Private

sector partnerships through health (Public Private

Partnership’s) PPPs are gradually gaining

acceptance, thereby improving access to care.

However, they are yet to meaningfully impact the

healthcare delivery system.



Sector Value Chain

35

The given graph is the representation of the

expenses incurred by the firms before they

arrive at their EBITDA which excludes Finance

Cost and Depreciation. The total employee

expense comes around 38% on an average

which a firm has to incur. It is a cumulative of

professional fee being paid to doctors and

employee benefit expense consisting of

wages, bonuses and contribution to provident

funds. COGS represent the purchases and net

change in stock of Drugs, medicines and other

medical equipment done by the hospitals in a

given financial year, which stands at around

42%.
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Porter’s Five Forces



Headwinds

The sector witnessed price capping on certain consumables viz Cardiac Stents and Ortho

implants by the National Pharmaceutical Pricing Authority which has impacted the

profitability of the private sector.
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Tailwinds

▸ The Government of India has committed to undertake considerable investments with a plan to increase
public health spending to 2.5% of the country’s GDP by 2025.

▸ Significant transition in disease profile of the population: Over the years, there has been a substantial
change in the disease profile of Indians. The share of communicable and nutritional diseases has
decreased from 53.6% in 1990s to 27.5% in 2016. While on the other hand Non-communicable diseases
has increased from 37.9% in 1990s to 61.8% in 2016.
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Tailwinds

▸ India’s underserved and under-represented healthcare
delivery services: To achieve the target of 3 beds per
1,000 people by 2025 India would need additional 3
million beds. India would need an additional 1.54 million
doctors and 2.4 million nurses. It is also estimated that
an investment of over USD 86 billion is required to
achieve these targets.
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▸ Emergence of telemedicine: Many of the finest 
doctors in India still practice in the largest Indian 
cities, meaning that rural communities and 
people living in smaller towns do not have easy 
access to the best doctors in India. However, with 
the emergence of telemedicine, the best doctors 
are being brought to the patients living in the 
remotest corners of India by the use of 
technology.
Patients visiting a telemedicine clinic are brought 
face-to-face with medical experts across India 
through a laptop that allows patients and doctors 
to see one another.



Tailwinds

▸ Increasing penetration of health insurance: Health
insurance supports the demand for healthcare
services in case the insured has to undergo
treatment due to illness, sickness or disease.
Therefore, an expected increase in health insurance
market will drive the demand for healthcare
services.

40

▸ Medical tourism to witness significant traction:
The Indian medical tourism market is growing at the
rate of 22-25 per cent and. Treatment for major
surgeries in India costs approximately 20 per cent of
that in developed countries.



Tailwinds

▸ Increase in per capita income: The per capita
income of India is on the rise paving the way for
more demand of healthcare services which in turn
will help facilitate and support the need of quality
medical care that comes at a relatively higher price.
The y-o-y growth in India’s per capita income
remained in the range of 5%-7% during the last five
years.
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▸ Ayushman Bharat scheme: With a view to develop
India as a global healthcare hub, the Government of
India launched a centrally sponsored programme,
i.e. Ayushman Bharat in August 2018.



Opportunities Due
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Future of Healthcare in India
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▸ Hospital sector in India, which until now might not give us that much confidence with 7 beds per 10,000
people and the highest out pocket expense in the world which currently stands at 61%,seems to have
spotted light at the end of the tunnel with the current developments taking place in the industry.

▸ The hospital industry in India, accounting for 80% of the total healthcare market, is witnessing a huge
investor demand from both global as well as domestic investors. There is slight shift in mind-set with
investors not only placing their bets on the pharma segment of Indian healthcare but hospitals as well. The
hospital industry is expected to reach $132 billion by 2023 from $ 61.8 billion in 2017; growing at a CAGR of
16-17%.

▸ The market currently as we mentioned is an under-penetrated one, but at the same time equipped with all
the ability to break the shackles and to grow at a tremendous pace.

▸ With India ranked amongst the top 5 countries when it comes to medical tourism, cheap and affordable
services with no compromise in quality, government schemes helping hospitals to become more cost
efficient, rising incomes and otherwise not a good thing but from a hospitals business perspective rising
patients with NCDs places the entire industry at a position where it is set to mint cash flows in the future,
making the hospital sector a lucrative investment for the investors to bet their money on.



“
Thank you
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