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Rating: Not Rated | CMP: Rs1,322 | TP: NA      

Premium players at risk 

Quick Pointers 

 Revenue fell 21% and 40% YoY for the month of Mach and April (CY20). 

 EBITDA declined 48% YoY in March CY20 while EBITDA margins were at 

27%,21% for February and March (CY20). 

 EBITDA loss was reported for April (CY20) 

We believe METROHL and other organized players that offers tests at 

premium pricing to be at risk after the lifting of lockdown due to 1) low 

footfalls triggering revenue loss 2) high operating cost (for COVID 

compliance) leading to decline in EBITDA/EBITDA margin 3) expected change 

in spending pattern of consumers (due to challenging demand scenarios) and 

4) competitive pricing pressures to maintain market share. These factors may 

lead to customer preference towards low-cost local and unorganized players. 

METROHL’s key metrics in FY20, Revenue/Patient and Revenue/Test was at 

Rs856 (FY19 Rs854) and Rs436 (FY19 Rs447), indicating pricing pressure on 

the sector. Even its focus to increase B2C revenue amongst focus cities 

(FY20 56% of revenue), earnings growth over FY20-22E could be under 

challenging scenario as METROHL can only generate 30-35% of core 

revenues in Q1FY21E compared to Q1FY20 along with an EBITDA margin of 

22-24% v/s 27% of FY20. METROHL trades at 31x PE on FY22E (consensus 

estimate). NOT RATED 

Q4FY20 Result Highlights: Revenue grew 3% YoY to Rs2,069mn, while gross 

profit and EBITDA declined 2% YoY and 10% YoY. EBITDA margin declined 

350bps YoY to 24.8%. Adj. PAT declined 6% YoY to RS331.6mn 

Concall and key Highlights: 

 Q4FY20 had an exceptional item of Rs176mn, linked to provision of impairment 

of investment and dispute in relation to trade receivables 

 COVID test pricing are lower for institutional client, as sample collection is 

responsibility of the latter. 

 Targets a cost rationalization of Rs70-80mn/month led by reducing fixed and 

semi-variable costs. 

 In process of negotiation with landlords to reduce to rent.  

 Difficult to estimate COVID test revenue as it is highly regulated by 

government. 

 70% of the centers are operational at B2C segment. 

 50% of the operating cost are fixed in nature 
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Q4FY20 Result Update 

Key Financials - Consolidated 

Y/e Mar       2017 2018 2019 2020 

Sales (Rs. m) 5,447 6,472 7,612 8,564 

EBITDA (Rs. m) 1,519 1,761 2,004 2,328 

  Margin (%) 27.9 27.2 26.3 27.2 

PAT (Rs. m) 1,017 1,042 1,201 1,275 

EPS (Rs.) 20.5 21.0 24.1 25.4 

  Gr. (%) 34.3 2.5 14.5 6.0 

DPS (Rs.) - - - 8.0 

 Yield (%) - - - 0.6 

RoE (%) 33.8 28.3 28.8 27.0 

RoCE (%) 44.8 40.1 40.1 40 

EV/Sales (x) 12.6 10.6 9.0 8.0 

EV/EBITDA (x) 45.1 38.9 34.2 29.3 

PE (x) 64.5 62.9 54.9 54.5 

P/BV (x) 3.9 3.0 15.8 14,8 

Key Data METP.BO | METROHL IN 

52-W High / Low Rs. 2,110 /  Rs.927  

Sensex / Nifty  32,424 / 9,580 

Market Cap Rs.70.1bn/ $ 927.3 m 

Shares Outstanding 50.6 m 

3M Avg. Daily Value Rs.460.9 m 

Shareholding Pattern (%) 

Promoter’s   56.90  

Foreign  16.14  

Domestic Institution  6.0  

Public & Others  20.87 

Promoter Pledge (Rs bn)  33.83  

Stock Performance (%) 

 1M 6M 12M 

Absolute  5.0 (4.8) 37.0 

Relative 8.7 16.5 57.4 
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 Q4FY20 Result Overview (Rs mn) 

Y/e March Q4FY20 Q4FY19 YoY gr. (%) Q3FY20 FY20 FY19 YoY gr. (%) 

Net Sales         2,070          2,019              2.5          2,229          8,564          7,612            12.5  

Total Expenditures         1,556          1,447              7.5          1,593          6,236          5,608            11.2  

 % of Sales           75.2            71.7             71.5            72.8            73.7   

Cost of Material Consumed            509             438            16.2             523          2,041          1,735            17.7  

 % of Sales           24.6            21.7             23.5            23.8            22.8   

Laboratory testing charges               26                17            50.4                12                69                56            23.7  

 % of Sales             1.3              0.9               0.6              1.1              1.0   

Employee costs            449             425              5.7             484          1,902          1,762              7.9  

 % of Sales           21.7            21.0             21.7            22.2            23.1   

COGS            535             456            17.5             536          2,110          1,791            17.8  

 % of Sales           25.9            22.6             24.0            24.6            23.5   

Gross Profit         1,534          1,563             -1.8          1,693          6,454          5,821            10.9  

Other expenses            571             567              0.8             573          2,224          2,055              8.2  

EBITDA            514             571          -10.0             636          2,328          2,004            16.2  

 % of Sales           24.8            28.3             28.5            27.2            26.3   

Depreciations            111                54          104.8             106             393             201            95.7  

EBIT            403             517          -22.1             530          1,936          1,803              7.4  

Interests & Financial Charges                23                  1      3,036.9                24                83                  5      1,471.2  

PBT ex Other Income            380             516          -26.4             506          1,852          1,798              3.0  

Other Income               31                  7          339.1                22                86                82              4.3  

PBT before Extraordinary Items            410             523          -21.6             528          1,938          1,880              3.1  

Provisions for Taxes               79             171          -53.8             108             412             629          -34.6  

 % of PBT           19.2            32.7             20.4            21.3            33.5   

PAT before Extra-ordinary Items and Minority Interest            332             352             -5.9             420          1,526          1,250            22.0  

Extra ordinary items (net of tax)           -177                 -                    -              -245                 -     

Share of loss for equity accounted investees                -                   -4                   -6              -14   

PAT             155             349          -55.5             420          1,275          1,236              3.1  

Source: Company, PL 
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Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 Aurobindo Pharma Accumulate 702 644 

2 Cadila Healthcare Sell 263 324 

3 Cipla Reduce 542 570 

4 Dr. Lal PathLabs Sell 895 1,583 

5 Dr. Reddy's Laboratories Accumulate 4,326 3,915 

6 Eris Lifesciences BUY 547 486 

7 Glenmark Pharmaceuticals Sell 257 314 

8 Indoco Remedies Hold 259 236 

9 Ipca Laboratories Accumulate 1,728 1,619 

10 Jubilant Life Sciences Hold 414 445 

11 Lupin BUY 1,001 870 

12 Sun Pharmaceutical Industries Hold 467 450 

13 Thyrocare Technologies Sell 307 503 

 

PL’s Recommendation Nomenclature (Absolute Performance) 

Buy  : >15% 

Accumulate : 5% to 15% 

Hold : +5% to -5% 

Reduce : -5% to -15% 

Sell : < -15% 

Not Rated (NR) : No specific call on the stock 

Under Review (UR) : Rating likely to change shortly 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I, Mr. Surajit Pal- PGDBA, CFA, M.Com, Mr. Tausif Shaikh- BA, Major in Economics, Financial Management  Research Analysts, authors and the names subscribed to this report, 
hereby certify that all of the views expressed in this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) 
or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. 

(US Clients) 

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately 
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific 
recommendation or views expressed in this research report. 

DISCLAIMER 

Indian Clients 

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for 
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking, 
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com. 

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported 
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness 
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made 
available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or 
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions 
of securities of companies referred to in this report and they may have used the research material prior to publication. 

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014 

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities. 

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.  

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month 
immediately preceding the date of publication of the research report.  

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report. 

PL or its associates might have received compensation from the subject company in the past twelve months. 

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any 
other assignment in the past twelve months.    

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months. 

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject 
company in the past twelve months 

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report. 

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or 
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest 
at the time of publication of this report. 

It is confirmed that  Mr. Surajit Pal- PGDBA, CFA, M.Com, Mr. Tausif Shaikh- BA, Major in Economics, Financial Management   Research Analysts of this report have not received any 
compensation from the companies mentioned in the report in the preceding twelve months 

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.  

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its 
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report. 

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity 
for the subject company 

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary 
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed 
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.  

PL and its associates, their directors and employees may  (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged 
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an 
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 

US Clients 

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) 
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are 
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or 
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account. 

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major 
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted 
onward to any U.S. person, which is not the Major Institutional Investor.  

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major 
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").  

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer. 

Prabhudas Lilladher Pvt. Ltd. 
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 

www.plindia.com 
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