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Investment Highlights
Operational since 2001, Fortis Healthcare (FHL) has grown very aggressively through inorganic 
route. Today it is second largest private sector healthcare provider on pan India basis with 46 
hospitals and 6,700 beds and it treats over 1 mn lives. FHL acquired Escorts Heart Institute and 
Research Centre  in Sept’05, and Wockhardt in Dec’09. FHL  has operations in Mauritius, Delhi, 
Jaipur, Kota, Noida, Mohali, Amritsar, Faridabad, Chennai, Bangalore, Mumbai and Raipur. 
These hospitals include multi specialty hospitals, as well as super-specialty centres providing 
tertiary and quaternary healthcare to patients in areas such as cardiac care, orthopedics, 
neurosciences, oncology, renal care, gastroenterology and mother and child care. 
Key rational
Ability to turnaround: The company’s basic focus is to acquire hospital or chain of 
hospitals, which is underutilized turns it around and improve their profitability. The company 
achieves it by rationalizing its expenses, decrease average length of stay, there by churning more 
patients, rationalizing and optimally utilizing experts talent. It had acquired Escorts Delhi 
hospital in FY07 at that time the company was making operating margin of 10% on sales of 
Rs2,440 mn. FHL has reduced its bed size from 330 to 280, as well as occupancy level was down 
from 90% to 80% in FY10, however the company has able to decrease its ALOS (Average length 
of stay) from 7days in FY07 to 5.2days in FY10. Average revenue per occupied bed (ARPOB) has 
increased from Rs7.2 mn in FY07 to Rs12 mn in FY10E, which increased its operating margin to 
20% in FY10 compared to 10% in FY07.
Managed hospital to improve bottom line: In last nine year, FHL has built very strong 
brand equity with pan India reach and visibility. On account of its sheer size, centralized 
sourcing of equipments, medicines and efficiently uses of doctors, the company is able to reduce 
cost by considerable amount. As a result it has been able to get many hospital under its 
management with profit share, depending upon improvement in efficiency and turnover. FHL 
charges a management fees which in most cases is a percentage of revenue on slab basis. 
Management fees out-paces cost incurred, by a great extent. In addition the company has been  
able to save heavy investment to set up hospital infrastructure. This asset light model provides 
very good return rations. The company has been able to increase no of beds under its 
management from 302 in FY06 to 1,640 in FY10E.

Sensex 17451

Nifty 5225
Stock Data
BSE Code 532843
NSE Code FORTIS
Bloomberg FORH.IN
Reuters FOHE.BO
Share Issued (mn) 317.3
Market Cap (Rs mn) 56,233
52 Wk H/L (Rs) 188/66
Face Value (Rs) 10
Avg. daily vol. (12M) 429,406
Return (%) 1m 3m 12m
Absolute 15.7 46.3 162.8
Rel. to Sensex 8.6 45.1 77.6
Key Financials FY08 FY09 9mFY10
Net sales (Rs mn) 5,071 6,305 6,084
Opm (%) 4.1 13.6 15.4
Adj PAT (Rs mn) (555) 208 423
Adj EPS (Rs) (2.3) 0.9 1.3
P/E (x) NA 203.2 99.8
EV/EBIDTA (x) 218.0 53.5 88.1
RoNW (%) (7.4) 1.9 4.6
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Aggressive ramp up in capacity: 

The company has grown by 40% CAGR in last four year to 6,709 beds with 45 hospitals mainly on account of inorganic 
acquisitions. Main growth was on account of acquisition of Wockhardt hospital that has 856 beds operational and 1,000 beds 
under construction. This acquisition led to healthy revenue growth of 33.4% CAGR to Rs94 bn over FY06-10E. Going ahead, the 
company’s revenue are expected to grow by 46% CAGR over FY10-12E.
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Source: MF Global PCG  Research, Company
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Average Revenue per Occupied Bed – Key driver 

Surgical V/s Non Surgical

Critical care beds V/s 
General care beds

Specialties chosen

Quicker turn around of assets

Creating excess capacity 
without additional CAPEX

Bed Utilization

No of procedure

Medial Program

Pricing

Average Length 
of Stay (ALOS)

Volumes

Total Revenue

Occupied Beds

Average Revenue 
per Occupied 
Bed (ARPOB)

Driving Efficiencies: The company’s main aim is to increase average revenue per occupied bed (ARPOB). The company 
wants to achieve its goal by reducing average length of stay (ALOS), better pricing combine with optimum mix of medical 
program. The company’s main revenue is attributed from various treatments performed on patients and not from its stay in 
hospital, which might increase occupancy of hospital. Efficient churn out of patients is very important for profitability of hospital. 
In order to reduce average length of stay, the company selects a medical program, which efficiently use surgical and non-surgical 
facilities. In addition the IT infrastructure helped digitizing all records of patients there by reducing time delay. The company has 
streamlined all the operational activities right from entry of patients to its discharge and assigned responsibility of nurses and 
other support staff at every stages towards patients and hence is able to save considerable time of patients which may get wasted 
earlier.  The company has also set up mobile hospital for many medical programs that doesn’t require night stay for patients. 

Source: MF Global PCG  Research, Company
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Key Milestone

Source: MF Global PCG  Research, Company
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Combined Business Presence – Pan India

Source: MF Global PCG  Research, Company
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A typical tertiary care Model (200 beds)

Source: MF Global PCG  Research, Company
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Financials & Valuation

The Parkway acquisition

FHL has taken a big step by acquiring a 23.9% stake in Singapore based Parkway Holdings for $685.3 mn. Parkway Holdings 
offers healthcare related services through three group companies, Parkway Health, Parkway Education and Parkway Life REIT. 
Parkway Health offers healthcare services through its chain of 16 hospitals in Singapore with 1,022 beds, Malaysia (1,900 beds),
Brunei (20 beds), India (425 beds in JV with Apollo Hospitals), UAE (260 beds) and China (14 beds). Parkway Education imparts 
healthcare education and training. Parkway Life REIT is a healthcare real estate firm. On face of it the deal looks expensive in near 
term at EV/bed of Rs37 mn as compared to EV/bed of Rs9mn for FHL. Parkway acquisition provided FHL presence in six 
countries in the Asian region with over 10,000 beds. As per management, Indian operations would benefit from the skills sets, 
technology and capability of Parkway along with scope of medical tourism. 

Financials & Valuation

The company has increased its numbers of beds three times to 6,000 in FY10 over last four years mainly on account of inorganic 
acquisitions, which leads to healthy revenue growth of 33.4% CAGR to Rs94 bn over FY06-10E. Going ahead, the company’s 
revenue are expected to grow by 46% CAGR over FY10-12E. EBIDTA margin has increased from 5% in FY07 to 14% in FY09 and 
is expected to hit 21% in FY12E on account of increasing ARPOB, decreasing ALOS and economic of scale.

We are very positive on Indian health care industries. With lower availability of hospital beds at 0.86 per 1000 population (V/s 2.2 
in China and 2.6 in Brazil), upsurge of insurance, and very high share of Indian at 20% in world diseases burden. The healthcare
delivery market in India pegged at around $38bn in 2008 and expected to grow by 15% CAGR to $309.2 bn by 2023. Demographic 
changes, improving income levels, changing lifestyles, and rising insurance penetration etc will result in a rise in discretionary 
spending on healthcare. These provide strong opportunity to private healthcare providers like Fortis Healthcare. Since majority of 
facilities owned by FHL are commissioned in last three years it would take time to stabilize and reflect in financials. We do not 
have a rating on the stock, but are positive on the industry and future prospects of FHL.
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Profit & Loss and Balance Sheet – Consolidated - Rs mn

Income Statement FY06 FY07 FY08 FY09 9mFY10 Balance Sheet FY06

2,926 1,710 

(1,105)

3,205 
190 

5,985 

(48)

Other income 45 131 409 284 154 Total liabilities 9,332 9,660 15,236 15,724 

Minority Interest (38) 6 (50) 27 27 Capital WIP 912 1,026 1,200 1,836 

Npm(%) (16.7) (19.2) (10.9) 3.3 6.9 Total assets 9,332 9,660 15,236 15,724 

5,821 
2,193 

3,629 

5 

517 

1,036 

686 

972 

232 
7.9 

227 

363 

(314)
(9)

(527)

-

(489)

FY08 FY09

2,383 2,387 

8,319 

Employee expenses 1,354 1,384 1,474 1,327 Networth 3,689 11,251 10,706 
Other Exp 1,512 1,864 2,078 2,103 Minority Interest 194 214 216

Op profit 485 209 859 935 Total debt 5,922 3,755 4,790 

Opm(%) 9.5 4.1 13.6 15.4 Deferred tax (144) 16 12 

Depreciation 383 468 487 369 

Interest 660 555 437 250 

PBT (428) (405) 219 469 Gross fixed assets 6,607 11,257 11,558 
Tax 73 195 41 36 Less: Cum depreciation 2,548 2,924 3,349 

PAT (956) (601) 177 433 Net fixed assets 4,059 8,333 8,208 

Extraordinary item - - 64 - Investments 4 331 541 

Adj PAT (981) (555) 208 423 Net current assets 752 1,438 1,173 

7,368 

Equity capital

Reserves

6,084 

1,719 

6,305 

1,895 

5,071 

1,615 

FY07

Net Sales 5,124 2,077 

Raw materials 1,773 1,612 
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Cash Flow and Ratios – Consolidated - Rs mn

Cash flow FY06 FY07 FY08 FY09 Ratios FY06

NA

NA

NA

(2.9)

18.7 

0.6 

(61.9)

9.5 

155.9 

0.0 

(15.3)

(536)

809 

273 
(527)

(254)
(679)

(6,745)

(7,424)
7,257 

-

7,257 
(421)

256 

(166)

FY08 FY09

24.3 

Add: Int. depn. & oth. Exp. 1,458 641 796 Adj PAT  100.5 (43.5) (137.5)

Cash flow from op. 575 280 982 Adj EPS  65.1 (50.7) (137.5)

Net chg in w/c, tax, int. (1,269) 408 (2,314) Per share data (Rs.)

Net cash flow frm op. (694) 688 (1,332) Adj EPS (4.7) (2.3) 0.9 

Capital expenditure (717) (1,119) (1,396) Book value 17.8 47.2 44.9 

Sale/ purchase of inv 41 (889) 430 DPS 0.6 - -

Net cash from inv. (675) (2,008) (966) Valuation(x)
Issue of eq/pref sh/warr. 441 1,885 923 P/E (37.5) (76.1) 203.2 

Dividend paid - - - P/BV 10.0 3.8 4.0 

Net cash from financing 441 1,885 923 EV/EBIDTA 87.5 218.0 53.5 

Net chg in cash (928) 565 (1,375) Performance(%)
Op. cash bal (151) (1,098) (544) RoCE 1.1 (2.1) 2.4 

Cl. Cash bal (1,098) (534) (1,918) RoNW (28.5) (7.4) 1.9 

(1.0)

Growth(%)
Net Sales186 (360)

FY07

PBT & extraord. Items (883) 75.1 
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security, investment or derivatives. The information and opinions contained in the Report were considered by MFGSSIPL to be valid when published. The report also contains information provided to 
MFGSSIPL by third parties. The source of such information will usually be disclosed in the report. Whilst MFGSSIPL has taken all reasonable steps to ensure that this information is correct, MFGSSIPL 
does not offer any warranty as to the accuracy or completeness of such information. Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and MFGSSIPL 
does not accept any liability as a result. Securities and Derivatives markets may be subject to rapid and unexpected price movements and past performance is not necessarily a guide to future performance.
This report does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. Investors must undertake independent 
analysis with their own legal, tax and financial advisors and reach their own regarding the appropriateness of investing in any securities or investment strategies discussed or recommended in this report 
and should understand that statements regarding future prospects may not be realized. In no circumstances it be used or considered as an offer to sell or a solicitation of any offer to buy or sell the 
Securities mentioned in it. The information contained in the research reports may have been taken from trade and statistical services and other sources, which we believe are reliable. MF Global Sify
Securities India Pvt. Ltd. or any of its group companies do not guarantee that such information is accurate or complete and it should not be relied upon as such. Any opinions expressed reflect judgments at 
this date and are subject to change without notice
Important These disclosures and disclaimers must be read in conjunction with the research report of which it forms part. Receipt and use of the research report is subject to all aspects of these disclosures 
and disclaimers. Additional information about the issuers and securities discussed in this research report is available on request.
Certifications: The research analyst(s) who prepared this research report hereby certifies that the views expressed in this research report accurately reflect the research analyst’s personal views about all of 
the subject issuers and/or securities, that the analyst have no known conflict of interest and no part of the research analyst’s compensation was, is or will be, directly or indirectly, related to the specific 
views or recommendations contained in this research report. The Research Analyst certifies that he /she or his / her family members does not own the stock(s) covered in this research report.

Independence: MF Global Sify Securities India P. Ltd. has not had an investment banking relationship with, and has not received any compensation for investment banking services from, the subject issuers 
in the past twelve (12) months, and the Firm does not anticipate receiving or intend to seek compensation for investment banking services from the subject issuers in the next three (3) months. The Firm is 
not a market maker in the securities mentioned in this research report, although it or its affiliates may hold either long or short positions in such securities. The Firm does not hold more than 1% of the 
shares of the company(ies) covered in this report.

Suitability and Risks: This research report is for informational purposes only and is not tailored to the specific investment objectives, financial situation or particular requirements of any individual 
recipient hereof. Certain securities may give rise to substantial risks and may not be suitable for certain investors. Each investor must make its own determination as to the appropriateness of any securities 
referred to in this research report based upon the legal, tax and accounting considerations applicable to such investor and its own investment objectives or strategy, its financial situation and its investing 
experience. The value of any security may be positively or adversely affected by changes in foreign exchange or interest rates, as well as by other financial, economic or political factors. Past performance is 
not necessarily indicative of future performance or results.

Sources, Completeness and Accuracy: The material herein is based upon information obtained from sources that the Firm and the research analyst believe to be reliable, but neither the Firm nor the research 
analyst represents or guarantees that the information contained herein is accurate or complete and it should not be relied upon as such. Opinions expressed herein are current opinions as of the date 
appearing on this material and are subject to change without notice.
Furthermore, the Firm is under no obligation to update or keep the information current.

Copyright: The copyright in this research report belongs exclusively to the Firm. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole or in 
part, is permitted without the Firm’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

Caution: Risk of loss in trading in can be substantial.  You should carefully consider whether trading is appropriate for you in light of your experience, objectives, financial resources and other relevant 
circumstances.

MF Global Sify Securities India Pvt. Limited.
2nd Floor, C-Block, Modern Centre, Mahalaxmi, Mumbai-400 011
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