
Figure 1: Company DataExecutive Summary

Rainbow – a high-quality business in a niche segment with strong
long-term growth opportunities
We initiate coverage on Rainbow Children's Medicare Limited (hereinafter referred
to as "Rainbow" or the "The Company") with a “XX" rating based on a target price
of Rs XX using both intrinsic valuation and relative valuation methods. This target
price represents a xx% upside/downside from the last closing price of Rs 1,342 on
November 14th, 2025.
Rainbow is the largest multi-specialty pediatrics and perinatal hospital chain in
India, specializing in providing the broadest suite of maternal and childcare
services. As of Q2FY26, it operates with a total capacity of 2,285 beds in 22
hospitals and 5 out-patient clinics across 9 key cities of India. Rainbow has
successfully established its moat through expertise in treating highly specialized
complex pediatrics and obstetrics cases, with a full-time consultant led team of
professionals in a child-centric environment. It has been able to maintain
consistent topline growth, along with a calibrated expansion strategy resulting in a
superior return profile. We view Rainbow as a stable business with strong
competitive positioning and attractive growth opportunities that indicate its ability
to sustain returns.
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Thesis #1: Rainbow has industry dominance in a niche segment:
Rainbow has positioned itself as the dominant leader in pediatrics and perinatal
healthcare industry by offering the broadest suite of services in the segment. The
company’s ability to seamlessly integrate pediatrics and perinatal care gives it a
distinct competitive edge in healthcare sector over its peers. With Indian
healthcare space grappling with significant demand-supply gap in terms of
infrastructure and healthcare personnel, we view Rainbow as a defensible
business with huge headroom for growth. Its strong and recognizable brand built
over years of clinical excellence gives rise to its unique competitive moat which is
difficult to replicate.

Thesis #2: Focus on premium healthcare services to propel growth
Rainbow’s focus on providing premium healthcare services has led to higher
revenue growth; with Average Revenue per Occupied Bed (ARPOB) standing at Rs
53,962, at par with the industry median (Figure 21). Operating leverage derived
from higher realization business and efficient cost control policies has delivered
the highest EBITDA margins (+32%) as compared to average industry margins
(+22%) (Figure 30). With conducive macro-economic environment and strong
growth of the Indian economy, we believe Rainbow is poised to benefit from the
Indian premiumisation theme through its personalized and customer-centric
approach of business.

Thesis #3: Disciplined Expansion Strategy To Fuel Long-Term Returns
Rainbow has been on an expansion spree with plans of adding 1,230 beds (64%)
between FY26-FY29 from FY25 level of 1,935 beds (Figure 7). This strategy banks
on three legs of future growth 1) deepening presence in existing markets e.g.
Bengaluru, Tamil Nadu and Andhra Pradesh 2) entering new territories like NCR
region and Pune with higher demand-supply gap 3) synergic acquisitions in
Warangal and Guwahati to take advantage of existing brand equity and
infrastructure. Coupled with prudent financial management and a cash-rich
balance sheet, the company is able to operate with zero external borrowings and
fund its capital expenditure entirely through internal resources.
With all the factors in place, we expect the company to maintain superior return
ratios with healthy cashflow generation despite significant capital expenses in the
future.
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Indices, Rebased to 100 [2022-2025]
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Figure 3: Financial Summary

(In INR Crs) 25A 26E 27E 28E

Revenue 1,516 1,759 2,071 2,467

Rev Growth 16% 18% 19% 18%

EBITDA 490 554 671 785

EBITDA Margin 32% 32% 32% 32%

PAT(₹ Crs) 244 279 339 425

EPS (₹) 24 27 33 42

PER (x) 58.3 51.0 42.0 33.5

EV/EBITDA (x) 29.2 25.8 21.3 18.2

ROE (%) 16.6% 16.2% 16.8% 17.8%

* Closing price as of 14.11.2025
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Business Overview

Established in 1999, Rainbow commenced its journey with a 50-bed pediatric
hospital in Banjara Hills, Hyderabad. It has since expanded its core offerings to
include maternity care – Obstetrics and Gynaecology (in 2007) and In Vitro
Fertilization (IVF) services (in 2019) along with the launch of its new retail line
“Butterfly Essentials” in 2025. The company was found on a model of full-time,
exclusive doctor led and 24/7 pediatric healthcare delivery system.

Key Operating Segments
The company’s key offerings are: 1) pediatric services, including natal, neonatal
and pediatric intensive care along with multi-speciality treatments and advanced
quaternary care such as multi-organ transplants for children. 2) Women’s
healthcare services under the “Birthright by Rainbow” brand, offering
comprehensive perinatal care, which includes routine and complex obstetric care,
multi-disciplinary fetal care, maternity ICU, perinatal genetic and fertility support
and a variety of gynaecology treatments.
Other newer services include: 3) IVF offerings giving high-quality fertility care
(currently in 12 of its centres). 4) establishing a Child Development Center (CDC) in
Hyderabad to provide specialized services for children with developmental and
neurodiverse conditions. 5) addressing the immunization needs of families under
the pilot project of Adult Vaccination Outreach Program (AVON) in collaboration
with top five vaccine manufacturing companies. 6) a retail initiative offering under
the brand name of “Butterfly Essentials” to provide hospital-approved baby and
women’s care products (currently available across 17 of its hospitals).

Rainbow derives ~70% of its revenue from pediatric services and ~30% through
maternity care offerings (Figure 4).

Geographical Presence
Rainbow has expanded its presence across a network of 22 hospitals and 5 out-
patient clinics in 9 cities of 6 states in the country (Figure 8). The cities of
Bengaluru, Chennai, Delhi and Hyderabad host multiple hospitals, while Guwahati,
Rajahmundry, Vishakhapatnam, Vijayawada and Warangal each provide essential
medical facilities.

Asset-light Model Leading to Lighter Balance Sheet
Rainbow follows an asset-light model for its capacity expansion, where it acquires
properties for most hospitals on lease agreements. This allows it to operate at a
lower capital intensity. Although this results in a delayed break-even for newer
facilities due to rental payments. Most of its buildings are leased under long-term
leases ranging from 5 to 20 years. A detailed classification of cluster-wise leased
versus owned hospitals has been given in Figure 9.

Hub-and-Spoke Network to Expand Presence
The company has successfully implemented a hub-and-spoke network across
various cities in India. Under this model, the central ‘hub’ hospitals are located at
the heart of the city, providing comprehensive outpatient, inpatient care, with a
focus on tertiary and quaternary services while the spoke hospitals provide 24/7
emergency care in pediatrics and obstetrics, large outpatient services and
comprehensive obstetrics, pediatrics and level 3 NICU services in Tier-ll cities
(Annex 6). This has enhanced its service accessibility with a financially optimised
expansion strategy to address a large market.
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Figure 4: Service-wise Revenue Break-up
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Figure 5: Payor Mix – FY25 (%)
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Figure 6: Shareholding Pattern % ( As 
on September 30th, 2025)
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Land Acquisition – A Pivotal Step for Expansion in North India
Rainbow has a strong dominance in Southern India with excellent brand reputation
and sustained demand driving growth. However, its next focus remains on
expanding beyond its core regions, especially in North India (aiming at NCR) and
assessment of other opportunities in surrounding Northern micro-markets. The
company participated in an e-auction held by HSVP (Haryana Shehri Vikas
Pradhikaran) and secured two land parcels of ~2.32 acres in Sector-44 of
Gurugram, while the second parcel measures ~1.23 acres in Sector 56, Gurugram at
a cost of ~175-178 Crs.

Recent M&A Activities
The company has been open about exploring inorganic opportunities for growth in
newer territories in collaboration with existing promoters, who have followed the
same standards of clinical excellence as itself. Recently it expanded its presence
through the acquisition of following hospitals: 1) Prashanthi Hospital in Warangal
at an Enterprise Value of ~INR 32.60 Crores and 2) Pratiksha Hospital in Guwahati
at an Enterprise Value of ~INR 171 Crores.
The company has acquired a stake of 76% in both the hospitals and all the
transactions have been processed through internal accruals.

Cluster-wise Data (Q2FY26) Hospitals Clinics Hub Spoke Leased/ Owned Capacity Beds

Telangana 9 2 1 (Banjara Hills) 8 Leased 1,040

Chennai 3 - 1 (Guindy) 2 Leased 270

Delhi NCR 2 - 1* (Malviya Nagar) 1 Leased 24**

Bengaluru 4 1 1 (Marathahalli) 3 Leased 442

Andhra Pradesh 3 2 - 3 1- Owned
2- Leased

359

Guwahati 1 - 1 (Borbari) - Leased 150

Total 22 5 5 17 2,285

Doctor Engagement Model
Rainbow has been able to recruit and retain high calibre medical professionals with
its unique doctor engagement model, whereby most of its core specialists work
exclusively at their hospitals on a full-time retainer basis. This ensures most of
their core specialists are available 24/7 on a roster basis, which is particularly
important for children’s emergency, neonatal and pediatrics intensive care
services. As of Q2FY26, it employs over 1000+ doctors (including full-time residents
and DNB) (Figure 23).

* The HUB hospital at Malviya Nagar is owned by Madhukar Trust
** Bed count excludes the 130 beds at Malviya Nagar where Rainbow Hospitals provide Medical services

Figure 9: Cluster-wise Presence – In Numbers (Q2FY26)

Figure 7: Expected Capacity Expansion

Source: Annual Reports, Management Commentary

Source: Annual Reports, Management Commentary

Figure 8: Cluster-wise Total Beds (Q2FY26)

Source: Annual Reports, Company Presentations

Source: Annual Reports, Management Commentary

Seasonality in Business
The company is affected by seasonality and Q2 & Q3 tend to be the best period for
business profitability, due to higher infection rates driving patient volumes during
this period.
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Overview of mother & child market (including IVF) in India
It is estimated that the mother and child (including IVF) market has reached a
market value of ~Rs 530-560 billion in FY24, having grown at a CAGR of 8-10%
between FY19 and FY24. It is mainly driven by average expenditure on childbirth,
increasing institutional pregnancies, rise in rural market and increase in adoption
of IVF services in India.

Going forward, it is projected that the mother and child (including IVF) market in
India will grow at a CAGR of 9-11% between FY24 and FY28 to reach Rs. 750-850
billion in FY28 (Figure 11). A second estimate from IMARC shows the mother and
child healthcare market to grow steadily at a CAGR of 11% during the period
2025-2033.

Key Growth Drivers

Underpenetrated market serves massive growth opportunities
• Total Healthcare Spending likely to increase going ahead
 The Total Health Expenditure (THE) of India stands at 3.8% of it’s GDP while

the global THE average is 10.4%. With the economical growth of a country, it’s
public and private spending on health care is expected to increase (Figure 13).

• Demand for improving health infrastructure
 Indian healthcare industry currently operates with mere 15 beds per 10,000

population while compared with the global median of 33 beds/10,000.
 Similar scarcity of physicians and nursing personnel is seen with 7 physicians

and 17 nurses serving 10,000 population in CY20. World average is at 17 & 37
personnel respectively (Figure 12) .

Source: Crisil Research

The Indian Growth Story
• Share of health expenditure - % of final consumption consistently

increasing
 The share of healthcare expenditure - % of final consumption rose from 3.7%

in FY12 to 4.7% in FY23. In absolute terms, health expenditure increased at a
CAGR of ~8.3%.

• Robust growth in per capita income
 India’s per capita income (indicating broadly the living standards) saw a CAGR

of 4.2%. With per capita income rising to upper middle-income category by
FY31, healthcare spends are also expected to see consistent growth.

Source: Crisil MI&A

Industry Overview:

Brief Synopsis of Indian Healthcare Industry
Healthcare market consists of hospitals, diagnostics centers, domestic
pharmaceuticals and medical devices. According to estimates, hospitals account
for major share of healthcare pie in India (56%), followed by domestic
pharmaceuticals (26%), medical devices market (9%) and diagnostics (9%) as of
FY24.

Outlook: Robust industry growth in medium term
Projections about the Indian healthcare industry show a robust growth of 9-11%
CAGR between FY24-28; rising from ₹ 6.3 trillion in FY24 to ₹ 9.1-9.3 trillion in
FY28, driven by long term structural factors, strong fundamentals, increasing
affordability and potential of Ayushman Bharat scheme (Figure 10).

Figure 10: Healthcare Market – India 
(in Rs trillion)
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To form a view on Indian pediatrics and maternity market, we have considered the
following factors:

Favourable demographics and economic growth – POSITIVE
Demographic support: 29% of current Indian population consists of children under
the age of 15, emphasizing the need for specialized pediatrics services. Also, the
country currently houses the highest number of women of reproductive age (15-49
years) in the world, at 38.55 Crs giving rising to massive demand for maternity
healthcare services going ahead.
Rise in pregnancy age and complications in pregnancy: Due to changing societal
norms and advancements in healthcare, the average age of pregnancy has
increased across the country. The age groups of 25-29 years and 30-34 years are
expected to account for a growing proportion of live births – 37% and 19% in FY20-
25, and 40% and 23% in FY25-30, respectively. This shift towards delayed childbirth
has resulted in an uptrend of women having complications related to pregnancy
(Figure 15) in the recent years. With further increase in such medical cases,
demand for pediatrics and neonatal care services is expected to escalate.
Demand for personalized healthcare services: With rising incomes and
urbanization in the country, the trend of personalized and specialized healthcare
services is increasing (Figure 14) . The new-age couples want to experience the
birthing journey with the best available treatments, hospital facilities,
doctor/consultants and antenatal and post-natal physical well-being offerings.
Rise in health awareness: Increasing urbanization and internet penetration has
increased awareness among the general populace regarding presence and
availability of healthcare services; resulting in rising demand for preventive and
curative care.
Rise in institutional deliveries: Increasingly working women are preferring
specialized maternity and antenatal care services rather than traditional nursing
homes for obstetrics healthcare services. The number of institutional deliveries in
private hospitals have increased from 29% in FY16 to 32% in FY20 as per HMIS
database (Figure 17).
IVF Services: Assisted reproductive technology (ART) has witnessed strong growth
in the last few years. Incidence of infertility in India is between 10-15% resulting in
~2.5-3 crore couples being infertile at any given time (Figure 20). As per industry
sources, India reported roughly 2-2.5 lakh IVF cycles in CY2020, which is expected
to rise in the coming years (Figure 19).

Undersupply in the market providing scope for capturing market
share – POSITIVE
On the supply side, Indian healthcare infrastructure lags significantly behind the
current world standards. The healthcare model existing in United States for
children is a benchmark for medical care across the world. The country has more
than 250 children hospital accounting for nearly 95% of the pediatrics tertiary care.
Further, these hospitals incorporate women care into their specialties given the
instances such as high-risk pregnancies which make integrated mother and child
care imperative. Such dedicated children’s hospitals are limited in India. Major
players like Rainbow whose model corresponds to dedicated children care similar
to that of United States model have advantage of years of clinical experience and
integrated services to become the dominant player in this space.

High barrier and strict regulatory environment – POSITIVE
Operating a hospital business of scale requires significant levels of investment and
expertise, along with years of brand reputation build over patient trust and loyalty.

Figure 14: India's Urban vs Rural Population 

Source: Annual Reports
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Positive brand perception attracts more patients seeking specialized care along
with repeated visits and referrals. This poses roadblocks for newer players as it
might take years for them to gain a trusted brand equity.
Along with this, the healthcare sector operates within a stringent regulatory
framework with businesses having to maintain compliance with the central, state
and local authorities. Meeting these obligations can be time-consuming and
resource-intensive.
Larger players have the added advantage of hiring competent professionals to
manage such mandates, while they can focus on their core competencies.

Consolidation ahead – NEUTRAL
Indian healthcare sector continues to attract investor attention, with support from
global & domestic private equity firms and venture capitalists for sector
consolidation. The mother and child care services has not been an easy segment to
crack for some players, with new reports of mergers and acquisitions coming in.
Few others have been open to both organic and inorganic route for expanding
their presence. Rainbow recently acquired the well-known Pratiksha Hospital in
Guwahati and Prashanthi Hospital in Warangal. Cloudnine Hospitals, another major
player in this segment is in advanced talks to acquire Apollo Cradle which has been
a loss-making entity of Apollo Hospitals. Another top player in the segment- Surya
Hospitals has been offered a deal by Novo Holdings which is in advanced talks to
acquire 49% stake in the same hospital. The market remains in consolidation phase
resulting in higher competition between larger players in the future ahead.

Favourable Government policies and increased penetration of
health insurance coverage – POSITIVE
The Govt budget allocation for health and well-being was hiked by 7% in FY25 vs
FY24, with the Ministry of Healthcare allocating an estimated amount of ₹877
billion to the dept. of health & family welfare.
According to Insurance Regulatory & Development Authority (IRDA), the health
insurance penetration has been increasing steadily in India with ~17% coverage in
FY12 to ~41% in FY24. It is projected to cover ~47-50% of the population by FY27
(Figure 18). As insurance coverage rises in the country, hospitalization rates are
projected to increase. Mandatory healthcare check-ups, a key part of the insurance
coverage are also expected to rise, driving demand for robust healthcare delivery
infrastructure.
Impetus from the Govt has been seen through the Pradhan Mantri Jan Arogya
Yojana (PM-JAY), which remains the Govt’s flagship health insurance scheme under
Ayushman Bharat. With the launch of PMJAY and 50 crore beneficiaries, there will
be requirement of ~6.4 lakh additional beds over the next few years mostly in tier
II and III cities. Private players have started tapping into these regions with
adjusted business models.

Figure 17: Rise in Institutional 
Deliveries - India

Source: Annual Reports, Crisil MI&A

Figure 18: Insurance Coverage - India (%)
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Competitive Positioning:

Dominance through focused target addressable market
Rainbow’s competitive strength lies in its targeted approach and leadership in
pediatrics care segment – a segment where only a few players operate with
domain depth and excellence. Most of its competitors have overlaps in the
maternal and child care specialty mix. However, Rainbow’s specialty mix focuses
more on pediatrics care across niche areas such as Neurology, Nephrology,
Gastroenterology, Oncology and Cardiology, Surgeries, etc. which have higher
pricing power (Figure 24). The company offers wide range of neurological services
to patients such as child epilepsy, autism spectrum disorders, vascular neurology
and intellectual disability in its Hyderabad, Banjara Hills facility. Excellence in these
specialities require effective investments in high-quality talent and equipment,
built over time; thus making it difficult for smaller players to replicate.
Given this varied range of specialty offerings, Rainbow stands as the largest
standalone pediatrics multi-speciality hospital chains in India.

Strong positioning in dealing with complicated pediatrics cases as
compared to peers
With over 600 (~33% of total operational units) beds allocated to critical care,
Rainbow operates one of India’s largest NICU and PICU networks, strategically
located across multiple hospital locations. This figure stands as the highest in the
sector with peers lagging behind by a significant margin. It allows the company to
operate on a greater number of cases with critical care needs, building specialty-
led capacities and managing complex disease patterns rather than just seasonal
patient treatments.
It is to be noted that almost 50% of pediatrics care cases tend to be emergency-
driven.

Integration of mother and child care services under one roof
provides superior customer experience
Integration of women care specialities and IVF services in children’s hospital is a
major plus point for Rainbow, as this allows a synergic hand-holding process from
parental journey to child-birth to neo-natal care and long-term pediatrics care
management. By provision of complementary services under one roof, Rainbow
forms a strong patient stickiness, with longer-term value creation.
Such models although widely prevalent in the United States, is limited in India.

Superior Operational Efficiency and Bottom-line Growth
The company’s financial performance remains the best in the industry with highest
operational and profit margins (Figure 26). Pediatrics specialities in general have
lower cost of consumables (Annex 5). The company uses this to its advantage
along with a superior cost control program, optimised business model with higher
cash flow generation from operations (Figure 27), which has enabled it to operate
without external borrowings. The company has historically proven its capabilities
to invest its cash flows in high-return generating projects.

Hub-and-Spoke Model – A Different, yet Effective Scalability
Method
The company uses a centralized system of hub-and-spoke model to expand its
footprint domestically. This method ensures examination of geographical needs
required for dominance before scaling-up in newer territory. It also provides
financial optimisation (Annex 6).

Figure 21: FY25 ARPOB Comparison: 
Rainbow vs Peers (in Rs)
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Figure 22: FY25 ALOS Comparison: 
Rainbow vs Peers (in days)
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Investment Thesis:

Thesis #1: Clinical expertise in a niche segment to provide topline
upthrust
Rainbow’s long-standing clinical excellence in a niche segment is its moat
The company is one of the only listed hospital players to dominate the Indian
pediatrics and perinatal healthcare segment. By laser-sharp focus on a confined
space over the past 26 years, it has gained long-standing market credibility and
trust. It is well positioned to capture capacity constraints domestically through
strategic expansions, highly-equipped medical facilities and retention of
outstanding medical professionals.
Rainbow has pricing power
A significant indicator of its brand power is its ability to take price hikes as well as
maintaining an increase in patient volumes. Rainbow operates with an ARPOB at
par with median industry realizations (Figure 21). A historical CAGR of 9.2% in
ARPOB along with ~9% YoY increase in patient volumes (Figure 25) is a testimonial
to its ability to command premium pricing.
Enhanced focus on high-realization business will drive revenue growth
The company has been enhancing its case mix, with a higher focus on increasing
volume of high-value business (surgical/ quaternary and pediatrics speciality
cases). These higher ticket size items have a positive effect on ARPOBs (increase)
and ALOS (decrease) which results in high ARPP (Average revenue per patient),
thus higher topline. This also minimizes the effect of seasonality in the business
where Q2 and Q3 remain the best quarters.
Service-line diversification in tune with the new-age societal needs
With increased demand for IVF services, the company has forayed into fertility
services emerging as a promising growth avenue (current revenue contribution of
~3.2%); along with the ancillary retail arm of Butterfly Essentials. These services
allow for a diversified revenue stream along side pediatrics and perinatal services.
Optimised Payor mix to maximise profitability
Rainbow operates with a focus on self-pay (cash), insurance-backed and
international patients (Figure 5) without meaningful exposure to Government
health schemes which generally yield lower margins. This approach helps in
delivering higher returns.

Thesis #2: Strength in Balance Sheet and operational efficiencies
to sustain high margins
Lower leverage allows the company to stay resilient in variable market situations
The hospital sector struggles with its own requirements of large upfront
investments for purchase of land banks, construction of facilities and investment in
expensive medical equipment, with a reliance on external fundings. However,
Rainbow’s fortress like balance sheet enables confidence as its gearing ratio has
remained below ~35% in the last three years (Figure 29). The company operates
with nil borrowings, with net debt resulting from long-term lease liabilities.
Huge cash reserves with smart capital allocation has preserved debt-free status
of company
Excess cash position of the company and prudent capital allocations have enabled
company to invest in high-return areas (commissioning of new hospitals,
acquisitions and development of advanced tertiary and quaternary care
capabilities) through internal accruals. The company is expected to leverage its
robust cash flow and internal accruals to complete future capex and M&A without
resorting to external fundings.
Operational efficiencies to sustain margins and higher return profile despite
greenfield capex

Figure 24: ARPOB (Rs/Day) Projection 
over 2026-2030
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Investment Thesis:

Rainbow has the lowest operating cost in the industry (Figure 26), resulting in
EBITDA margins ranging between 31%-34%, highest among the listed peers in
hospital industry. The company is expected to maintain such high margins on the
back of operating leverage amidst significant capital expenditures. With ample
cash flow from operations (CFO), it is projected to generate strong FCF, thereby a
higher ROCE (Figure 36), thus upholding shareholder value. The company has
consistently paid out dividends in the past years, reinforcing its commitment to
rewarding investors (Figure 38).

Thesis #3: Massive capacity addition in high-growth cities to fuel
next leg of growth
Newer bed additions will provide momentum to patient volume and realizations
The company had a total capacity of 1,935 beds in FY25. It has added ~350 beds in
Q1FY26, with 150 more to be added this year, resulting in a YOY increase of 26% in
net addition. It has commissioned for another 730 beds between FY27-29,
increasing its total capacity addition by 64% from FY25 levels. The targeted areas
have been strategically chosen where it sees a demand-supply gap in pediatrics
and maternity care, with adjacent high-growth catchment regions.
We expect the company to significantly add value to its revenue base through the
upcoming greenfield projects in newer territories and addition of spoke hospitals
in existing clusters to create additional network effects and synergies within the
hospitals. It is expected to have direct impact on occupancy rates (increasing) and
ARPOBs (increasing).
Newer hospitals added in the past 3-4 years will drive occupancy rates and
ARPOBs
The company defines its facilities as mature and new, with the later hospitals
having age < 5 years. As of FY25, the company lists 9 such new facilities (~1/3rd of
total bed units). Going forward, these are expected to be net profitable and
increase occupancy rates; thereby becoming revenue growth drivers.
Synergic acquisitions to bank on existing brand equity and infrastructure
The company remains open to actively exploring mergers and acquisitions
opportunity to accelerate its growth. With larger players and strong balance
sheets, the healthcare sector is witnessing a wave of M&A activity. Rainbow is
well-positioned to capitalize on market consolidation with ample cash reserves;
recent acquisitions being Prashanthi (100 beds) and Pratiksha (150 beds) hospitals
in Warangal & Guwahati respectively.
Asset-Light Model
The company’s capital-light structure with the adoption of long-term lease model,
has reduced its capital intensity by as low as 50% as compared to owned model.
This concept allows the company to enter into new geographies without significant
capital investments, thus optimizing cost structures.
Unique Hub-and-Spoke model provides cost optimisation
Rainbow’s unique hub-and-spoke model allows it to form clusters, starting
centrally from establishment of HUB hospital and thereby spreading out with
adjacent spoke hospitals. The HUB hospitals which are centrally located in high-
potential cities have concentration of super-speciality consultant doctors, with
advanced medical facilities and equipment; thus focusing on tertiary and
quaternary care. The SPOKE hospitals located in the diameter of the cluster
provide primary, secondary and basic tertiary care.
With higher CAGR rates of the pediatrics, NICU and maternity market; the
company is well-positioned to achieve scalability through its tried-and-tested hub-
and-spoke model to expand into key Tier-l and ll Indian cities.

Figure 27: Robust Cash Flow from 
Operations (CFO in Crores)
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Market Expansion Review:

Following is a brief description provided by the management and research reports
behind the rationale behind locations chosen for future expansion:

Delhi-NCR: North India accounts for ~60% of annual child-birth in the country. The
company expects Gurugram to be the capital for healthcare and become a larger
hub for NCR, Northern states and international patients in the next 5-6 years.
There has been increased focus from the Government to improve infrastructure
and connectivity in these regions in the recent years. This gives a significant
impetus to the company to expand in the given geography, while management
also notes that the pediatrics and perinatal care services are underdeveloped in
the given regions. The company plans to put up ~325 beds in its HUB hospital at
Sector-44, Gurugram and ~125 beds in SPOKE hospital in Sector-56. It has secured a
land bank in FY25 and has commenced construction work for the greenfield project
in the newer territory.

Pune: The company plans to add a regional HUB hospital facility with 150 beds in
Pune by FY29. The management has noted that Pune provides a strong catchment
area, with younger people from strong IT/ITES and knowledge-based job
ecosystems residing in the place. With larger insurance penetration, higher income
demographics and larger population, the company expects strong maternity
demand coming in the future and potential for creating hub-and-spoke model in
Pune.

Guwahati: The acquisition of Pratiksha Hospital marks the successful footprint
expansion of Rainbow in North-East India. North-Eastern states have ranked lower
on Niti Aayog Health Index indicating under penetration of healthcare facilities.
Pratiksha hospital has been a popular destination for IVF, maternal and pediatrics
healthcare across Assam and neighbouring states. It has a capacity of 150 beds
(currently 57% beds are operational) with more than 1 lakh out-patient footfalls
annually, 1,200 deliveries and 700+ IVF cycles/ year. Further, it achieves a topline
of ~Rs 90 Crores with 23.5% EBITDA margins, while ARPOBs are at Rs 45,000 and
above. Rainbow has noted that the north-eastern market is an important high-
growth market for them, providing scope for implementing hub-and-spoke model
with the acquired hospital acting as the HUB. The transaction valued Pratiksha
hospital at an Enterprise Value of ~INR 171 Crores.

Hospitals in existing clusters with growing demand for quality healthcare services:

Warangal: the acquisition of Prashanthi Hospital (NABH-accredited) with a total
capacity of 100 beds- (70% of which are operational) has allowed to expand its
presence in Warangal as a spoke to Hyderabad cluster. This strategic move
underscores Rainbow’s continued expansion in Telangana and growth plan to
expand into Tier-ll cities where specialized healthcare remains underserved. The
Enterprise Value was calculated as ~INR 32.60 Crores (subject to working capital
adjustment), representing ~9 times the estimated FY25 adjusted EBITDA.

Rajahmundry: Spoke hospital with 100 bed capacity supporting Andhra Pradesh
cluster. It aims to address healthcare needs across East and West Godavari regions,
with affluent Tier-ll cities, and adjoining districts together representing an
addressable population of nearly 1-1.2 Crores. It has gone live in Q1FY26.
Coimbatore: Regional HUB hospital with 130 bed capacity in Tamil Nadu to
commence by FY27
Electronic City and Hennur: Spoke hospitals with 90 and 60 beds to commence by
Q3FY26 and Q4FY26 respectively, supporting Bengaluru cluster.

Figure 30: Average Margins in Hospital 
Industry (Ex Rainbow)
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Financial Analysis:

Revenue Growth Expected to Remain Strong
We forecast the company’s revenue over 10 years to maintain a CAGR of 16.1%
(Figure 34). Rainbow’s revenue is primarily driven by two factors: 1) Average
Revenue per Patient (ARPP), determined based on the Average Revenue per
Operating Bed (ARPOB) coupled with Average Length of Stay (ALOS) 2) Average
Bed Days which is determined by the occupancy rates (%) and the number of
operational beds in the hospital.
The company has been able to take on year-on-year realization hikes (ARPOB) with
a 5 year historic CAGR of 9.2% (FY20-25) due to its strong brand reputation and
patient stickiness. Along with this, the median ALOS for the hospital is 2.8 days,
lower than most of its peers as pediatrics surgeries tend to be minimally invasive
with quicker patient discharge.
Based on historic analysis, the company has maintained a median occupancy rate
of 49.2% and operational beds as a % of total capacity at 74.0% during FY20-25. The
in-patient volumes, out-patient and delivery volumes have shown a healthy year-
on-year increase of 10%, 13% and 9% respectively.
With all the factors in place, we estimate stable and consistent revenue growth,
reaching at Rs 6,745 Crores by 2035 from Rs 1,516 Crores in 2025. While Rainbow
has experienced a relatively dynamic growth from 2020-2025, our forecast reflects
an optimistic trajectory owing to its aim of bridging demand-supply gap in the
Indian pediatrics healthcare through strategic expansion in newer territories and
trusted clinical excellence which will drive patient volumes. Given different levels
of upcoming competitiveness in the industry, we expect Rainbow’s revenue
contribution to decline from 2035F onwards.

Rainbow’s superior EBITDA margins against peers
Rainbow has consistently maintained robust profitability levels in a highly capital-
intensive industry through its intelligent capital allocation decisions and strong
control over operational costs. The company has maintained a 4-year track record
of EBITDA margins exceeding 30% with 33.8% in FY23 and 33.1% on FY24, currently
highest among industry peers (Figure 35).
A break-down of operating costs indicate that the company spend on consumables
and other S,G&A expenses is relatively lower than industry standards (Annex 5).

Figure 34: Revenue Projections (INR Crs)
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Figure 35: EBITDA Margins (%)

Source: Annual Reports, Company Analysis

Figure 33: DuPont Analysis 
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Financial Analysis:

The only significant expense remains the professional fees to doctors which has
increased from 20% in FY20 to 24.3% on FY25 as a % of revenue (Figure 32).
The management has indicated, with newer facilities being added in the coming
years and higher competition being faced in HUB regions; the company might need
to invest more in its marketing strategies and face increased expenses to run
newer hospitals – resulting in operating margins to remain under pressure in near-
term.
Despite the imminent challenges, we believe Rainbow’s historic record of
maintaining operational efficiencies, rationalizing manpower and other cost
control measures will keep future EBITDA margins within the range of 31-33%
between FY26-30 and gradually decline to ~27.4% in FY2035 owing to higher
expenses to counter competition.

Strong sustainable cash flows
Despite the possibility of increased capital expenditures resulting from rising
demand in the coming years, Rainbow’s lean operations and sizable margins will
persist, ensuring the generation of substantial FCF. Furthermore, as a dominant
player in a niche market, we believe that Rainbow’s forecasted steady FCF profile is
sustainable.

Balance sheet free from external borrowings
Rainbow maintains a robust debt profile among its peers, with a stable
debt/EBITDA ratio in the range of 1.6-1.9x (FY22-25). The company’s gearing ratio
(Debt/Capital) remains at 0.34x highlighting a balanced approach to capital
structure, with ~66% of financing from equity and earnings. This moderate
leverage demonstrates the company’s prudent financial management, allowing it
to sustain growth while managing financial risks effectively. The company stands
tall against market fluctuations and is able to expand geographically without any
liquidity constraints.
The company operates with nil external borrowings, with 83% of total liabilities
belonging to long-term lease liabilities as of FY25. Additionally, the interest
coverage ratio of the company fluctuated between 4.5-6.1x over FY22-25.

Cash-rich financial profile will fuel capex growth through internal
accruals
The liquidity profile of the company is strong with ample reserves of cash &
equivalents at Rs 696 crores as of the end of FY25. This has allowed the company
to fund the recent acquisitions completely through internal accruals. It is expected
that the company will incur a further capex of Rs 1,050-1,110 Crores over the next
four years (FY26-29). The management has guided that the entire capex fundings
will be done through internal resources. The current ratio has been steadily
increasing from 1.6x in FY21 to 5.5x in FY25.

Stable returns for investors
The management’s prudent capital allocation decisions have resulted in Return on
Equity (ROE) ratio to remain above 16% consistently with pre-tax Return on Capital
Employed (ROCE–adjusted for lease liabilities) ranging between 24% - 34% over
FY22-25. The company is expected to operate with stable return ratios ensuring
long-term wealth generation for shareholders.

Figure 36: ROE vs ROCE (2021A-2028F) 

Figure 37: Debt/EBITDA
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Figure 38: Dividend Per Share Growth
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Valuation:

We conducted both an intrinsic and relative valuation to arrive at a target price of
INR XX per share, a XX% upside/downside from Rainbow’s closing price of Rs 1,342
on November 14th, 2025. Our methodology assigns a weighting of 70% on our DCF
(terminal growth and exit multiple) method and a 30% weight on our comparable
companies analysis (EV/EBITDA) method. Our weighting mix reflects a balanced
consideration between consensus expectations priced into the hospital industry by
public market investors and the idiosyncratic drivers of Rainbow’s value.

DCF Valuation with a 10-year projection period
Revenues: ARPP (Average Revenue per Patient) and Average Bed Days/ year drive
revenues
ARPP: ARPP (Average Revenue per Patient) is a direct derivative of ARPOB
(Average Revenue per Operating Bed) and ALOS (Average Length of Stay). We
forecast ARPP to range between 5.5% to 6.5% during the forecast period. Key
drivers include: (a) Rainbow’s ability to take inflation-adjusted price hikes (b)
pricing power and (c) constant ALOS of 2.8 days. Our forecasts are based on
historic ALOS numbers, ARPP growth trends and expected future demands.
Average Bed Days: The Average Bed Days depend on the Occupancy Rates and %
of Operational Beds available. We maintain a conservative range of 47%-51% in
occupancy rates and 70% to 80% range of total operational beds available over the
forecast duration. This is in line with the historic trends and growth opportunities
available due to future expansions.
Costs: Net operating costs (including COGS and S,G&A expenses) are assumed to
increase from 67% to 73% over time to reflect increased costs incurred by the
company to defy competition from other players and retain top-most medical
professionals.
Fixed Capital Reinvestments: Fixed capital reinvestments forming the largest
component of total assets (mainly comprising of property, plant and equipment
and leased assets) are calculated based on the upcoming bed addition guidance by
management and capex per bed (different for hub and spoke), along with the
transaction value of recent acquisitions made.

Beta and WACC
Beta: Due to lack of access to financial data retrieval platforms, we have collected
equity beta over varying time-period, derived the median value and adjusted it
with Blume’s Method to get the final value of 0.61. Modified Cost of Equity (CoE):
16.26%, calculated in a 2-step method, first by Capital Asset Pricing Model (CAPM),
followed by adjusting it with small size premium to reflect modified cost of equity.
Cost of Debt (CoD): 7.14%, based on India’s 10-Year Government bond yield and
corporate default spread based on company’s debt rating and interest coverage
ratio. WACC: Estimated at 13.0%, assuming a stable capital structure for the future.

Terminal Growth and Exit Multiple
The terminal growth rate is estimated to be 5.50%. This estimate reflects a
conservative approach with respect to the current 10 Year Indian Government
bond yield of 6.54%.
The exit multiple has been calculated based on the historic EV/EBITDA of Rainbow
and median EV/EBITDA multiple of top listed hospitals in the country. The
resultant multiple at the end of forecast period is forecasted to be 35.0x.

Comparable Companies Analysis
We have chosen a peer set comprising of businesses that have similar underlying
revenue and risk drivers as Rainbow (Annex 18). Based on the comparable
companies’ 1- year forward-looking valuation multiple of EV/EBITDA, we reached
at a median value of 30.2x. The relative valuation yielded a target price of Rs.
1,643; indicating an upside of 22.5%. This supports our XX view on Rainbow.

Figure 39: Case Scenarios
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Criteria Bear Base Bull

Revenue 
CAGR 

15.1% 16.1% 17.1%
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(26E)

32%
30%

32%
32%

32%33%

WACC 13.0% 13.0% 13.0%
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Downside

XX% XX% XX%

Figure 40: Valuation Football Field

Target Price | Rs XX

Risk-Free Rate (RFR) 4.38%

Equity-Risk Premium (ERP) 5.84%

Equity Beta 0.61

Cost of Equity (CAPM) 7.96%

Small Size Premium 8.30%

Modified Cost of Equity 16.26%

Pre-Tax Cost of Debt 7.14%

Marginal Tax Rate % 26.00%

Post-Tax Cost of Debt 5.29%

Capital Gearing (Debt/Capital) 34.11%

WACC 13.00%

Figure 41: WACC Build-Up

Source: Company Analysis
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Investment Risks:

Operational Risks
[O1] Customer Risk Concentration: Customer concentration poses a significant
risk as 46% and 19% of total bed supply is present in Hyderabad and Bengaluru
respectively. The company may face increased competition from other players or
regulatory changes, which could materially impact revenues. Mitigant: It has
started its diversification plans by purchasing land and starting greenfield projects
in Delhi-NCR, acquisitions in North-East India and plans to enter Pune.
[O2] Medical Professional Constraint: The company is dependant on skills, effort
and experience of medical professionals, i.e., doctors and nurses. Not being able to
attract and retain such professionals will hamper its business. Mitigant: The
company has been following a revenue-share model for senior doctors in its
mature hospitals and has been consistently increasing professional fees. It follows
a collaborative model for doctors and offers strong career development and
growth opportunities. It runs India’s largest private DNB training program and
absorbs talented professionals directly from the program.
[O3] Multiple greenfield capex could put balance sheet under stress: Although
the company holds sufficient cash reserves to fund its expansion plans, newer
geographies may take longer periods to break-even with lower penetration of
brand equity, variable footfalls, low ARPOBs and recruitment of professionals.
Mitigant: Rainbow has been prudent about its expansion plans with its strong
assessment of hubs and surrounding catchment areas with higher demand-supply
gap for healthcare services. Its proven hub-and-spoke model built over years of
experience keeps margins under control. It has also adopted the route of synergic
M&A to take advantage of established brand name and operational efficiencies.
[O4] Heightened Competition: Rainbow faces tough competition from key
competitors, especially in the hub regions. It has noted that birthing has always
been a competitive area to focus. Mitigant: The company has been continually
investing in cutting-edge NICUs and PICUs with latest technology and advanced
medical equipment. It has been deepening its speciality in pediatrics healthcare by
extending complex quaternary care offerings. It is focusing on strengthening its
brand visibility through targeted digital campaigns, outdoor branding and localized
promotional campaigns.

Regulatory Risks
[R1] Highly Regulated Industry: Rainbow operates in a regulated industry, subject
to laws in the regions where it conducts business. Additionally any cap in
treatment costs imposed by Govt or concessional or free medical treatment
required and pricing restrictions on pharmaceuticals may affect operations and
growth of the company. It might incur additional costs to comply with current and
future laws. Mitigant: The company follows a robust framework with clear
compliance policies in places, conducts regular training programs and maintains
thorough documentation.

Valuation Risk
[V1] Multi-factor dependence: A variety of factors impact the final valuation of the
company which may not be possible to predict with 100% accuracy. Mitigant: A
scenario analysis was done to assess key drivers of Rainbow’s price, such as
occupancy rates, growth in ARPP and cost parameters (Annex 10). Apart from this,
a sensitivity analysis was also done, where valuation assumptions were flexed
under varying macroeconomic and sectoral climates (Annex 11).
[V2] De-rating of hospital industry: The hospital industry may face de-rating due
to challenges like negative financial and operational pressure, regulatory changes
leading to potential credit rating downgrades. Mitigant: Both DCF and Relative
valuation methods were used to consider systemic and idiosyncratic risk factors.

Figure 42: Cluster-wise % of Total Beds –
Q2FY26 vs FY29E
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Cluster % of Total 
Beds –

Q2FY26

% of Total 
Beds -
FY29E

Hyderabad 46% 33%

Bengaluru 19% 19%

Chennai 12% 13%

Andhra 
Pradesh

16% 11%

Delhi NCR 1% 15%

Guwahati 7% 5%

Pune 0% 5%

Total 100% 100%

Figure 43: CFO/Capex

Source: Company Presentations, Company Analysis
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Environmental, Social & Governance (ESG):

Environmental Impact
Energy Conservation: The company has adopted sustainable practises of using
clean energy through installation of solar rooftops and water heaters. It has signed
Memoranda of Understanding (MoUs) for the procurement of solar and wind
energy through open access systems. Various energy efficient technologies like
smart HVAC systems and motion sensors have been used for optimizing energy
usage.
Water Management: The company has deployed sewage treatment plants, water-
reuse systems and staff training and education for mindful water usage.
Waste Management: Implementation of waste reduction initiatives like recycling,
composting and product redesign as well as usage of eco-friendly, non-toxic
materials in products for children (like clothing, toys and daily essentials) are some
of the strategies adopted by the company for waste management.
Strict segregation protocols for pharmaceutical waste management and biomedical
waste disposal have been implemented.

Social Impact
Community impact: Rainbow took key initiatives to provide access to clean
drinking water by installation of a Reverse Osmosis plant in Chiramana village.
Another communal service includes conducting awareness drive for blood stem
cell preservation. It has also provided financial aid to a professional tennis player,
Sanjana Sirimalla to promote youth talent and sports.
Workforce diversity: Rainbow discloses its workforce as predominantly female,
spanning multiple generations and bringing together professional from various
industries. With notable strides in enhancing female representation in leadership,
the company was honoured with the “ET Now Best organization for Women”
award in March 2025, a testament to their inclusive culture.
Employee well-being: The company offers nutritional, financial and mental
wellness counselling to support holistic well-being of employees. Regular frontline
connects by leadership has helped foster a culture of psychological safety and
open communication. Employees’ safety is maintained through regular training
programs and provision of safety kits.

Governance
Shareholder Composition: The promoter and promoter group holds 49.9% stake in
the company as of September 30th, 2025. ~37% of holding is divided between
mutual funds and alternate investment funds (13.4%) and FPIs and NRIs (23.7%).
No other shareholders other than the promoter group hold more than 4.5% stake
in the company.
Executive Compensation: The pay program for Key Managerial Personnel and
Senior Management has been designed around three primary pay components:
Base/Fixed Pay, Performance Bonus and Stock Incentives. Performance/cash bonus
is payable on achievement of objective and key performance indicators. This
incentive structure is regularly reviewed by the “Nomination and Remuneration
Committee” to maintain transparency and best governance practices.
Leadership Structure: The Board of Directors (BoD) comprises of a 7-member
committee, with 57% of independent directors and 14% women leadership. The
promoter group consisting of 43% in BoD, comprises of a panel of doctors with 2
members having 25+ years of experience in healthcare industry. The Audit and
“Nomination and Remuneration” Committee consists of 100% of independent
directors.

Figure 44: Environmental Impact
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Source: Annual Reports
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Figure 45: Social Impact
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Actual Explicit Forecast Period Maturity Period

(All figures in INR Crores, unless stated 
otherwise) FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2032 FY2033 FY2034 FY2035

Income Statement

Revenue 650 974 1,174 1,297 1,516 1,759 2,071 2,467 2,916 3,420 4,081 4,618 5,292 6,020 6,745

Less: Cost of Materials Consumed 103 195 158 165 195 234 273 323 379 445 551 647 751 873 998

Gross Profit 547 779 1,015 1,132 1,321 1,525 1,797 2,144 2,537 2,975 3,530 3,972 4,540 5,147 5,747

Gross Margins 84.1% 80.0% 86.5% 87.3% 87.1% 86.7% 86.8% 86.9% 87.0% 87.0% 86.5% 86.0% 85.8% 85.5% 85.2%

Less:  Net S,G&A Expenses (Excluding Interest & Depreciation)

Employee Benefit Expenses 102 116 144 176 206 243 280 333 397 462 551 647 751 855 958

Professional Fees to Doctors 159 204 272 305 369 436 505 612 723 851 1,020 1,155 1,339 1,535 1,740

Other Expenses 122 154 203 221 256 292 342 414 475 547 661 776 921 1,054 1,201

Net S,G&A Expenses 384 474 619 703 831 971 1,126 1,359 1,595 1,860 2,232 2,577 3,011 3,444 3,899

EBITDA 163 305 396 429 490 554 671 785 942 1,115 1,298 1,395 1,529 1,704 1,848

EBITDA Margins 25.0% 31.3% 33.8% 33.1% 32.3% 31.5% 32.4% 31.8% 32.3% 32.6% 31.8% 30.2% 28.9% 28.3% 27.4%

Less: Depreciation & Amortization 73 83 90 112 138 156 180 187 199 210 243 254 272 310 322

EBIT 89 222 306 317 351 398 491 597 743 905 1,055 1,140 1,257 1,394 1,526

EBIT Margins 13.8% 22.8% 26.1% 24.4% 23.2% 22.6% 23.7% 24.2% 25.5% 26.5% 25.8% 24.7% 23.8% 23.2% 22.6%

Less: Interest Expenses 44 53 55 59 72 81 85 85 95 101 113 119 128 142 148

Add: Other Income 10 19 31 37 51 60 52 62 73 85 82 92 106 120 135

Earnings before Tax (EBT) 56 187 282 295 330 377 458 574 721 890 1,023 1,114 1,235 1,372 1,514

EBT Margins 8.6% 19.2% 24.0% 22.7% 21.8% 21.4% 22.1% 23.3% 24.7% 26.0% 25.1% 24.1% 23.3% 22.8% 22.4%

Less: Tax Expenses 16 49 69 77 86 98 119 149 187 231 266 290 321 357 394

Net Income(PAT) 40 139 212 218 244 279 339 425 533 658 757 824 914 1,015 1,120

PAT Margins 6.1% 14.2% 18.1% 16.8% 16.1% 15.9% 16.4% 17.2% 18.3% 19.2% 18.5% 17.8% 17.3% 16.9% 16.6%
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Source: Company Analysis

Actual Explicit Forecast Period Maturity Period
(All figures in INR Crores, unless stated 
otherwise) FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2032 FY2033 FY2034 FY2035

Balance Sheet

Assets
Non-Current Assets
Property, Plant & Equipment 399 419 484 639 813 1,017 1,189 1,274 1,255 1,212 1,388 1,312 1,292 1,474 1,355
Capital Work-in-Progress 29 5 21 14 28 28 28 28 28 28 28 28 28 28 28
Right-of-Use Assets 369 435 444 610 575 573 568 520 519 519 583 572 588 650 623
Goodwill 3 3 - - - 16 16 16 16 16 16 16 16 16 16
Intangible Assets 2 1 3 4 10 11 14 11 10 9 12 10 10 12 10
Intangible Assets under Development 0 1 2 6 1 1 1 1 1 1 1 1 1 1 1
Financial Assets 63 106 278 60 62 62 62 62 62 62 62 62 62 62 62
Investments 8 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Loans - 51 44 33 30 30 30 30 30 30 30 30 30 30 30
Other Financial Assets 55 56 234 27 32 32 32 32 32 32 32 32 32 32 32

Deferred Tax Assets (net) 3 11 26 26 30 30 30 30 30 30 30 30 30 30 30
Non-Current Assets (net) 4 6 6 17 10 10 10 10 10 10 10 10 10 10 10
Other Non-Current Assets 13 18 29 174 27 27 27 27 27 27 27 27 27 27 27
Total Non-Current Assets 884 1,006 1,293 1,549 1,555 1,774 1,944 1,977 1,956 1,913 2,154 2,066 2,062 2,308 2,161

Current Assets
Inventories 10 15 19 24 28 30 35 42 50 58 69 79 90 102 115
Trade Receivables 44 40 51 70 77 90 106 126 149 174 208 236 270 307 344
Loans 28 - - - 3 3 - - - - - - - - -
Other Current Assets 10 10 15 15 18 21 25 30 35 41 49 55 64 72 81
Investments 10 22 58 308 571 400 400 400 400 400 400 400 400 400 400
Other Financial Assets - 17 287 195 105 105 105 105 105 105 105 105 105 105 105
Bank Balances 89 175 30 0 0 0 0 0 0 0 0 0 0 0 0
Cash & Cash Equivalents 6 10 17 10 20 350 524 858 1,436 2,077 2,580 3,364 4,135 4,764 5,711
Total Current Assets 197 290 478 622 822 999 1,195 1,561 2,175 2,857 3,412 4,239 5,064 5,751 6,757

Total Assets 1,081 1,296 1,771 2,170 2,377 2,773 3,138 3,538 4,132 4,769 5,566 6,305 7,126 8,059 8,917

Equity & Liabilities

Equity
Equity Share Capital 55 105 102 102 102 102 102 102 102 102 102 102 102 102 102
Other Equity 391 498 958 1,157 1,367 1,609 1,904 2,274 2,724 3,261 3,855 4,478 5,141 5,848 6,571
Equity Attributable to Owners 446 603 1,060 1,259 1,468 1,711 2,006 2,375 2,826 3,362 3,957 4,579 5,243 5,949 6,673

Non-Controlling Interest 2 3 5 6 7 8 11 13 16 20 25 30 35 41 48
Total Equity 448 606 1,065 1,265 1,475 1,719 2,016 2,388 2,842 3,383 3,982 4,609 5,278 5,990 6,721

Liabilities
Non-Current Liabilities
Financial Liabilities
Borrowings 41 27 - - - - - - - - - - - - -
Lease Liabilities 465 531 560 748 742 877 923 923 1,032 1,093 1,233 1,294 1,389 1,545 1,606

Provisions 6 6 7 8 10 10 10 10 10 10 10 10 10 10 10
Total Non-Current Liabilities 511 564 567 756 751 886 933 933 1,041 1,102 1,243 1,304 1,399 1,554 1,615

Current Liabilities:
Financial Liabilities
Borrowings 7 14 - - - - - - - - - - - - -
Lease Liabilities 6 8 10 17 22 19 23 27 32 38 45 51 58 66 74
Trade Payables 54 64 79 81 91 110 128 152 178 209 259 304 353 410 469
Other Financial Liabilities 39 23 34 33 18 18 18 18 18 18 18 18 18 18 18

Other Current Liabilities 9 14 11 12 13 13 13 13 13 13 13 13 13 13 13
Provisions 2 1 2 3 7 7 7 7 7 7 7 7 7 7 7
Current Tax Liabilities 4 0 3 3 - - - - - - - - - - -
Total Current Liabilities 122 125 139 149 151 167 189 217 248 284 342 392 449 514 581

Total Liabilities 633 689 706 905 902 1,053 1,122 1,150 1,289 1,386 1,584 1,696 1,848 2,069 2,196

Total Equity & Liabilities 1,081 1,296 1,771 2,170 2,377 2,773 3,138 3,538 4,132 4,769 5,566 6,305 7,126 8,059 8,917
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Annex 4: Hub Hospitals of Rainbow

# Signifies Bed Count
*Rainbow provides medical
services at Malviya Nagar

Annex 5: Typical Operating Cost Structure of Hospitals vs Rainbow

Consumables
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Source: Annual Reports

Source: Company Analysis

Actual Explicit Forecast Period Maturity Period
(All figures in INR Crores, unless stated 
otherwise) FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2032 FY2033 FY2034 FY2035

Cash Flow Statement

Profit Before Tax (PBT) 56 187 282 295 330 377 458 574 721 890 1,023 1,114 1,235 1,372 1,514
Add: Depreciation & Amortisation 73 83 90 112 138 156 180 187 199 210 243 254 272 310 322
Add: Finance Costs 44 53 55 59 72 81 85 85 95 101 113 119 128 142 148
Add: Other Items (7) (15) (21) (31) (51) - - - - - - - - - -
Less: Change in Working Capital 
(Excluding Cash) 3 (22) 4 (25) (9) 1 (6) (8) (10) (10) (3) 2 (5) (1) 1
Less : Tax Paid (26) (63) (81) (89) (86) (98) (119) (149) (187) (231) (266) (290) (321) (357) (394)
Cash Flow from Operations (CFO) 143 224 329 321 396 517 597 689 818 959 1,111 1,199 1,309 1,466 1,590

Net Purchase of Fixed Assets (76) (62) (141) (353) (146) (375) (349) (221) (179) (166) (485) (166) (268) (556) (174)
Net Purchase of Investments (13) (99) (349) 90 (144) 303 53 4 113 66 148 67 102 164 69
Interest Received 7 5 16 23 22 - - - - - - - - - -
Net Loans (2) (19) 9 13 - - - - - - - - - - -
Cash Flow from Investing Activities 
(CFI) (83) (175) (465) (226) (268) (72) (296) (216) (65) (100) (337) (100) (165) (392) (106)

Less: Repayment of long-term 
borrowings (5) (6) (40) - - - - - - - - - - - -
Less: Principal payment of lease 
liabilities (45) (52) (59) (72) (87) (81) (85) (85) (95) (101) (113) (119) (128) (142) (148)
Less: Dividend Paid - (9) (20) (31) (30) (35) (42) (53) (80) (118) (158) (197) (245) (303) (390)
Less: Finance Cost (5) (5) (3) - - - - - - - - - - - -
Add: Proceeds from issue of share 
capital - 26 280 - 0 - - - - - - - - - -
Other Items (6) 1 (14) 1 - - - - - - - - - - -
Cash Flow from Financing Activities 
(CFF) (61) (44) 143 (102) (118) (115) (127) (138) (174) (218) (271) (316) (373) (445) (537)

Net Change in Cash (1) 4 7 (7) 10 329 174 335 578 641 502 784 771 629 947
Opening Cash Balance 7 6 10 17 10 20 350 524 858 1,436 2,077 2,580 3,364 4,135 4,764
Closing Cash Balance 6 10 17 10 20 350 524 858 1,436 2,077 2,580 3,364 4,135 4,764 5,711
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Annex 6: Hub-and-Spoke Model

The HUB hospitals, are centrally located within cities with high potential, providing
comprehensive outpatient and inpatient care with a focus on tertiary and quaternary care,
while the SPOKE hospitals provide secondary care in pediatrics, obstetrics and gynaecology
and emergency services. Under this model, the super-speciality doctors based at hub are
able to reach out to the larger community and cover a larger, high-growth catchment area.
The success of the hub-and-spoke model depends largely on hub hospital, as the spokes are
able to refer complex cases to the hub based on its reputation. This model has allowed the
company to evolve and expand over the past 26 years from a single secondary care hospital
in Hyderabad, Telangana to forming successful clusters in key cities of India.
Examples include large super-speciality hub hospitals in cities like Hyderabad, Bengaluru
and Chennai concentrated with super-speciality consultant skills, with support from
strategically located spoke hospitals and clinics in key catchment areas like Vishakhapatnam
and Vijayawada, providing accessible primary and secondary care closer to patient’s homes.
This integrated network enhances accessibility, reduces patient travel times, and
strengthens referral ecosystem, ensuring timely transfers for complex cases.
The company remains focused on replicating the model in Chennai and across the NCR
region. Subsequently, Rainbow intends to expand into Tier-ll cities of Southern India.

Cost Efficiency: The model also allows significant cost advantages to the company, as the
capital expenditure requirements for spoke hospitals is much lower than hub hospitals. The
hub facilities have 150-250 beds with capex/bed estimated between Rs 85-100 lakhs (going
forward), while the spoke hospitals which typically have 50-100 beds require ~Rs 60-70
lakhs/bed.
Break-even Period: Taking past experiences into account, the company typically incurs cash
losses for first few years while establishing a HUB hospital in a new region. Subsequently,
every new SPOKE hospital in the city is able to achieve operational break-even relatively
faster than the HUB hospital on the back of its brand equity.
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Annex 7: Doctor Retention & Engagement Model

Rainbow engages doctors primarily on a consultancy service contract basis, with majority of its doctors in key specialities
working on full-time, exclusive retainership arrangements with the hospital. The attrition rate for full-time doctors in the
hospital in FY19, FY20 and FY21 has been 0.0%, 10.06% and 11.47% respectively.
With this engagement model, most of the core specialists are available 24/7 on a roster basis, which is particularly important as
50% of children’s cases are emergency-driven including neonatal and pediatrics intensive care services. A number of doctors
appointed in neonatal, pediatrics intensive care, pediatrics sub specialities, obstetrics and gynaecology are trained or possess
qualifications from the United Kingdom, United States, Canada and Australia, further enhancing the quality care. The doctors
work together in speciality teams and not independently or in silos, resulting in better outcomes and therefore higher doctor
stickiness.
The company also operates India’s largest private pediatrics DNB program (Diplomate of National Board) along with conducting
examination and training centers. These offer training in pediatrics, neonatology, pediatrics intensive care, pediatrics
subspecialties, obstetrics and gynaecology. The candidates trained under this course are then absorbed into the specialist team,
thus making it easier for the hospital to mould the candidates in the desired way.

Retainer vs Revenue Share Model for Professionals
In pediatrics space, specialized doctors have more demand than generalists. Rainbow focuses more on recruiting doctors with
specialized skills. For the first 2 to 3 years, doctors are mostly on retainer model, thus ensuring stability and a secure place to
work in. Once their performance increases, they are transitioned to a variable fee structure with competitive compensation and
rewards. Most doctors in mature hospitals, e.g. in Hyderabad and Bangalore are already on the revenue share model, while
newer hospitals like in Chennai are still largely on the retainer model.

Strengthening of Senior Leadership
The company has expanded its leadership team by introducing regional COO roles to support national growth agenda along with
hiring of senior leaders in FY25. It has announced the appointment of Mr. Abrarali Dalal as group Chief Executive officer (CEO),
effective from January 20th, 2026 (Annex 9).

Annex 8: Top 10 Shareholders  (as on September 30th, 2025)

Source: Annual Reports, Company Presentations

Shareholder’s Name Shares %

Promoter and Promoter Group:

Ramesh Kancharla 3,15,17,431 31.03%

Chirla Dinesh Kumar Padma Rao 66,33,310 6.53%

Adarsh Kancharla 61,10,432 6.02%

Ramesh Kancharla (Kancharla Family Trust) 52,05,700 5.13%

Institutions:

DSP Mutual Funds 43,85,022 4.32%

Franklin Templeton Mutual Funds 22,73,129 2.24%

Axis Mutual Fund 21,62,367 2.13%

Abu Dhabi Investment Authority 20,40,381 2.01%

HDFC Life Insurance Company Limited 14,97,624 1.47%

Ashoka Whiteoak India Mutual Fund 12,74,205 1.25%
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Annex 9: Management’s Bio

Name & Position Background

Dr. Ramesh Kancharla
Promoter, Chairman & Managing 
Director

Founding promoter of Rainbow, MBBS, MD in pediatrics – Mangalore University, 
Member of Royal Colleges of Physicians, UK, 25+ years of experience in healthcare 
industry, Awarded with multiple honours including “Healthcare leader of Year” by 
Financial Express, Healthcare Award,2024

Dr. Dinesh Kumar Chirla
Promoter, Whole-time Director

Promoter of Rainbow, on Board since 2005, MBBS (1990) & MD (pediatrics) in 1994, 
DM (Neonatology) in 1998, Director of Intensive Care at Rainbow, Pioneer of using 
HFOV (High-Frequency Oscillatory Ventilator) during patient transport

Dr. Adarsh Kancharla
Promoter Group, Non-Executive 
Director

Promoter Group of Rainbow, on Board since 2004, MBBS & MD in pediatrics, MBA -
Harvard Business School (Class of 2027)

Ms. Sundari Raviprasad Pisupati
Independent Director

4+ years on the Board of Company, Dual-qualified lawyer, licensed in India & New York, 
32+ years of experience in corporate & commercial law, Expertise in providing advisory 
to leading companies and funds across sectors

Mr. Aluri Srinivasa Rao
Independent Director

6.5+ years on the Board of Company, Bachelor of Pharmacy (Honors), BITS Pilani, MBA 
(Osmania University, Hyderabad), 30+ years of experience in private equity and 
business leadership, held previous positions at Morgan Stanley Private Equity Asia 
(MD) & ICICI Venture Funds Management (Director of Investments) 

Mr. Anil Dhawan
Independent Director

7+ years on the Board of Company, MBBS, Himachal Pradesh University, MD –
pediatrics, 30+ years of experience in healthcare industry

Mr. Santanu Mukherjee
Independent Director

4+ years on the Board of Company, Former MD of State Bank of Hyderabad, 40+ years 
of experience in banking, finance, risk-management in various capacities

Mr. Vikas Maheshwari
CFO

2+ years as CFO of Rainbow, Qualified CA, 28+ years of experience in corporate finance, 
mergers and amalgamations, deal structuring, strategy and treasury management, 
previous CFO for KIMS, held significant roles in private and public companies

Ms. Shreya Mitra
Company Secretary & Compliance 
Officer

1+ year with Rainbow, M.Com (HRM), Associate Member of the Institute of Company 
Secretaries of India, Masters of Business Law, 9+ years of experience in compliance 
frameworks.

Mr. Abrarali Dalal 
Incoming Group Chief Executive 
Officer

Incoming Group CEO, effective from January, 2026, strong expertise in hospital 
management, distribution and team building, chaired the group COO position for 
Rainbow from 2017 to 2019, held prominent positions in Fortis Healthcare and  
Sahyadri Hospitals 

Annex 10: Bull, Base, Bear Case Assumptions

2025-2035

Bull 17.1%

Base 16.1%

Bear 15.1%

Revenue CAGR EBITDA Margins

’26F ‘27F ‘28F ‘29F ‘30F

Bull 33.0% 33.9% 33.7% 34.2% 34.6%

Base 31.5% 32.4% 31.8% 32.3% 32.6%

Bear 29.5% 30.4% 29.8% 30.3% 30.6%

Implied Return

Price Return 

Bull ₹ XX XX%

Base ₹ XX XX%

Bear ₹ XX XX%

Source: Company Analysis
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Annex 11: DCF Valuation Support – Base Case

Sensitivity Analysis

Actual Explicit Forecast Period Maturity Period

(All figures in INR Crores, unless stated otherwise) FY2025 FY2026 FY2027 FY2028 FY2029 FY2030 FY2031 FY2032 FY2033 FY2034 FY2035

Free Cash Flow to Firm

EBITDA 490 554 671 785 942 1,115 1,298 1,395 1,529 1,704 1,848

Less: Depreciation & Amortisation (138) (156) (180) (187) (199) (210) (243) (254) (272) (310) (322)

EBIT 351 398 491 597 743 905 1,055 1,140 1,257 1,394 1,526

Less: Tax Rate % 26% 26% 26% 26% 26% 26% 26% 26% 26% 26% 26%

NOPLAT 260 294 364 442 550 669 780 844 930 1,031 1,130

Add:  Depreciation & Amortisation 138 156 180 187 199 210 243 254 272 310 322

Cash NOPLAT 399 450 543 629 749 880 1,024 1,098 1,202 1,341 1,451

Less: Reinvestments

Change in Working Capital (9) 1 (6) (8) (10) (10) (3) 2 (5) (1) 1

Capex During the Year (146) (375) (349) (221) (179) (166) (485) (166) (268) (556) (174)

Free Cash Flow to Firm (FCFF) 244 76 187 400 561 704 536 934 930 784 1,278

Discount Period (Years) Mid Year? Yes 0.5 1.5 2.5 3.5 4.5 5.5 6.5 7.5 8.5 9.5

Discount Rate (WACC) 13.00%

Present Value Factor (z) 0.941 0.832 0.737 0.652 0.577 0.511 0.452 0.400 0.354 0.313

Present Value of Free Cash Flow to Firm 244 72 156 295 365 406 274 422 372 277 400

DCF Calculation - Perpetuity Growth

Perpetual/Terminal Growth Rate (PGR) 5.50%

Terminal Year FCFF x (1+PGR) 1,348

Terminal Value 17,974

Stage 1: Present Value of Terminal Value 5,629

Stage 2: Sum of Present Value of FCFFs 3,039

Enterprise Value 8,668

Less: Debt (764)

Add: Cash 696

Less: Minority Interest (7)

Add: Non-Operating Assets 62

Equity Value 8,656

Less: Value of Options (3)

Equity Value for Shareholders 8,653

Shares O/S 10.16

Implied Price ₹ 852

Current Price ₹ 1,342

Implied Return (36%)

DCF Calculation - Exit Multiple

Exit Multiple 35.0x

Terminal Year EBITDA 1,848

Terminal Value 64,685

Stage 1: Present Value of Terminal Value 20,256

Stage 2: Sum of Present Value of FCFFs 3,039

Enterprise Value 23,296

Less: Debt (764)

Add: Cash 696

Less: Minority Interest (7)

Add: Non-Operating Assets 62

Equity Value 23,283

Less: Value of Options (3)

Equity Value for Shareholders 23,281

Shares O/S 10.16

Implied Price ₹ 2,293

Current Price ₹ 1,342

Implied Return 71%

WACC

8,653 11.0% 12.0% 13.0% 14.0% 15.0%

Te
rm

in
al

 G
ro

w
th

 % 4.5% 10,976 9,250 7,944 6,925 6,109 

5.0% 11,651 9,714 8,277 7,170 6,295 

5.5% 12,448 10,250 8,653 7,444 6,500 

6.0% 13,405 10,875 9,084 7,753 6,728 

6.5% 14,574 11,614 9,581 8,103 6,982 

WACC

23,281 11.0% 12.0% 13.0% 14.0% 15.0% 16.0%

Ex
it

 M
u

lt
ip

le

31.0x 24,612 22,705 20,966 19,377 17,925 16,597 

33.0x 25,983 23,965 22,123 20,442 18,905 17,499 

35.0x 27,355 25,224 23,281 21,506 19,885 18,402 

37.0x 28,726 26,484 24,438 22,571 20,865 19,304 

39.0x 30,098 27,743 25,596 23,636 21,844 20,207 
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Annex 12: Cost of Equity

We calculated cost of equity using the Capital Asset Pricing Model (CAPM). The
risk-free rate was derived by considering the 10-Year Indian Government Yield in
local currency adjusted for the Credit Default Spread (CDS) of the country. The
CDS was derived from Prof. Damodaran’s website. The Equity Risk Premium (ERP)
was adopted based on the implied equity risk premium of the United States and
the risk premium for India. A brief discussion on levered beta has been provided
in Annex 17.
Since, Rainbow has a significantly lower market capitalization with respect to
other bigger listed entities in India, we have considered adding a small size
premium to our final calculation. This premium was derived from the study on
size premium conducted by Incwert, which classifies and segregates listed
companies into deciles according to their market capitalization. A final value of
16.26% is derived for the cost of equity.

Approach - CAPM

10 Y India Government Bond 
Yield – Local Currency

6.54%

Credit Default Spread (India) 2.16%

Equity Risk Premium 5.84%

Equity Beta 0.61

Small Size Premium 8.30%

Cost of Equity 16.26%

Annex 13: Cost of Debt

Approach – Credit Rating Method

10 Y India Govt Bond 
Yield

6.54%

Credit Rating Assigned Aa2/AA

Corporate Default 
Spread

0.06%

Marginal Tax Rate % 26.00%

Post-Tax Cost of Debt 5.29%

The pre-tax cost of debt is based on the
country’s risk-free rate and default
spread; which is further adjusted with
the credit spread of the company. The
company has been assigned a credit
rating of AA by the credit rating agency
ICRA. We have derived its corporate
default spread from Prof. Damodaran’s
website, which has been calculated
based on the company’s debt rating and
interest coverage ratio.
The tax rate % is considered as the
marginal tax rate of India – 26.00%.

Annex 15: WACC Annex 16: DCF Exit Multiple – EV/EBITDA

WACC Forecast Period Terminal 
Period

Cost of Equity 16.26% Same as 
Forecast 

Period, with 
reasons 

explained 
below.

Cost of Debt 5.29%

Capital Gearing 
(Debt/Capital)

34.11%

WACC 
(Rounded)

13.00% 13.00%

We assume a stable WACC throughout the DCF forecast
period and terminal year. A stable WACC reflects our
assumption about Rainbow’s risk profile and stable future
capital structure. This ensures a realistic and consistent
approach towards the valuation, without other speculative
fluctuations that could undermine its reliability.

10 Year India Government 
Bond Yield – Local Currency

6.54%

Terminal Growth Rate % 5.50%

The terminal growth rate has been
forecasted to be 5.50%, which reflects a
conservative approach with respect to
the current 10 Year Indian Government
Bond Yield.

Annex 14: Terminal Growth %

Approach – Weighted Average EV/EBITDA

Historic EV/EBITDA Multiple of Rainbow -
Median

27.6

Weight Assigned 30.0%

Median EV/EBITDA of Top Listed Players 38.0

Weight Assigned 70.0%

DCF Exit Multiple 35.0x

The DCF Exit Multiple of EV/EBITDA was calculated based on
the weighted average of 2 figures: (1) 30% weight given to
median historic EV/EBITDA of Rainbow (2) 70% weight given
to the median EV/EBITDA multiple calculated of top 7 listed
hospitals in the industry.
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Annex 17: Beta Calculation

Step 1: Regression Beta - Due to lack of access to financial data retrieval services, we have directly gathered the equity beta of
Rainbow over different time periods from trusted websites. The regression beta is calculated as the median of the various equity
beta collected.
Step 2: Blume’s Method – The regression beta is further adjusted with Blume’s Method to reflect the tendency of beta to be
mean-reverting; thus producing a realistic long-term measure.

Time Period of Analysis Beta

1 Year Beta 0.45

2 Year Bi-Weekly Beta 0.53

3 Year Beta 0.39

5 Year Weekly Beta 0.29

Equity Beta – Median 0.42

Blume’s Adjusted Beta

Regression Beta – Median 0.42

Market Beta 1.0

Blume’s Adjusted Beta 0.61

Annex 18: Relative Valuation

Comparable Companies Analysis Criteria

A brief description of the peer companies has been given in the below table. Each peer company has been selected based on the
industry classification, and having similar business characteristics and risk exposures. Further, we have only chosen those
companies which meet the following criteria:
• The revenue share of the hospitals from healthcare services should be greater than 70%
• Revenue share from operations in India should be above 90%
• Average 3-Year PAT margin should be equal to or greater than 10%

Competitors Profile

Max Healthcare, one of the country's leading private hospital networks, has a strong hold over Northern
India and is a top tertiary and quaternary healthcare service provider. As of August 2025, it operates 22
facilities across India with ~5,200 beds: 76% of which are in metros. Pediatrics and OBGY are one of the key
medical disciplines of Max, with a net revenue contribution of 5.6% as of FY25. With its strong brand equity
and team of professional expertise, it possesses as a tough competition for Rainbow in North India.

Fortis Healthcare Limited is a leading integrated healthcare delivery service provider in India. The
healthcare verticals of the company primarily comprise hospitals, diagnostics and day care specialty
facilities. Currently, the company operates 33 healthcare facilities across 11 states. The company's network
consists of 5,700 operational beds (including (O&M beds), ~51% concentrated in North India and 400
diagnostics labs.

Global Health Limited is one of the largest private multi-specialty tertiary care providers operating in the
North & East regions of India. Under the brand name of Medanta, the company operates a network of five
hospitals (Gurgaon, Indore, Ranchi, Lucknow, and Patna). Its operational hospitals have 3,435 installed beds
as of September 30, 2025, with a new facility coming up in Noida. The Company provides healthcare
services in over 30 medical specialties and engages over 2,000+ doctors.

Narayana Hrudayalaya stands as one of trusted name in multi and super specialty healthcare, having
significant market share in cardiology, oncology and nephrology. It has a total bed capacity of 5,755 in India
with ~75% operational units majorly in South and Eastern region of the country. Its expertise include dealing
with complicated treatments including pediatrics cardiac care cases. It has won several accolades for best
pediatrics hospital in Kolkata and Mumbai.
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(In INR Crores)

Relative Valuation - Considered Set

Sales 1,759 

EBITDA 554 

Earnings 279 

Valuation Multiple (1-Year Forward Looking) EV/EBITDA

EV/EBITDA 30.2x

Enterprise Value 16,703 

Less: Debt (764)

Add: Cash 696

Less: Minority Interest (7)

Add: Non-Operating Assets 62

Equity Value 16,691

Less: Value of Options (3)

Equity Value for Shareholders 16,688

Shares O/S 10.16

Relative Valuation - Price ₹ 1,643

Current Price ₹ 1,342

Implied Return 23%

Multiple Selection: EV/EBITDA (1-yr forward) was ascribed a
100% in the relative valuation. A forward EV/EBITDA was
used for 3 main reasons: (1) The hospital industry is a highly
capital-intensive industry with varying interest and
depreciation expenses. The EBITDA remains unaffected by
different hospital ownership structures and leasing patterns.
(2) EBITDA is a well-regarded proxy for cash-flow, unaffected
by accounting practices. (3) Forward figures are better
aligned with valuation focus on future cash flows.

Final Value of Multiple: The considered peer set was
analysed on different parameters like EV/Sales, EV/EBITDA,
P/E and the median value of 1 Year forward-looking
EV/EBITDA multiple – 30.2x was selected for final relative
valuation. The implied share price came out to be ₹ 1,643, a
premium of 22.5% from current share price of ₹ 1,342.

MARKET DATA MULTIPLES

EV/Sales EV/EBITDA P/E

Relative Valuation - Considered Set Ticker
Market Cap 
(in Crores)

Enterprise Value 
(in Crores) 2025A 2026F 2027F 2025A 2026F 2027F 2025A 2026F 2027F

Max Healthcare Ltd NSE:MAXHEALTH 1,06,635 1,08,295 12.5x 9.9x 8.3x 47.6x 37.7x 30.6x 76.9x 58.1x 45.5x

Fortis Healthcare Ltd NSE:FORTIS 52,725 54,303 7.0x 6.0x 5.1x 34.2x 26.8x 22.0x 63.0x 49.8x 37.3x

Narayana Hrudayalaya Ltd NSE:NH 34,586 35,799 6.5x 5.6x 5.0x 28.3x 24.1x 20.8x 44.4x 37.0x 31.3x

Global Health Ltd NSE:MEDANTA 32,186 31,789 8.6x 7.3x 6.3x 35.9x 30.4x 25.3x 62.6x 51.2x 43.0x

KIMS Ltd NSE:KIMS 25,590 28,062 9.2x 7.2x 5.7x 35.8x 30.2x 22.7x 64.0x 58.6x 39.8x

Average 8.8x 7.2x 6.1x 36.4x 29.8x 24.3x 62.2x 50.9x 39.4x

Median 8.6x 7.2x 5.7x 35.8x 30.2x 22.7x 63.0x 51.2x 39.8x

Comparable Company Analysis

KIMS, incorporated in 1973, is one of the largest corporate healthcare groups with a robust footprint
across South and West India. The company operates with a capacity of ~5,500 beds. It offers a
comprehensive range of multi-disciplinary services, while prioritizing affordable tertiary and quaternary
care. It has been strengthening its profile in high-growth specialties viz pediatrics, neonatal care and
fertility under the brand name of "Cuddles". Recently, it launched its 2nd specialty unit dedicated to
fertility center, pediatrics and childcare in Vizag. KIMS may pose as a potent competitor for Rainbow in
Southern India.

Annex 19: Final Valuation Summary

Valuation Method Weightage % Enterprise Value Equity Value Value per Share Market Price Implied Return

Discounted Cashflow - Perpetuity Method 35% 8,668 8,653 ₹ 852 ₹ 1,342 -36%

Discounted Cashflow - Exit Multiple 35% 23,296 23,281 ₹ 2,293 ₹ 1,342 71%

Relative Valuation - EV / EBITDA 30% 16,703 16,688 ₹ 1,643 ₹ 1,342 23%

Final Price 100% ₹ XXX ₹ 1,342 XX%
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1999-2009

• Established standalone pediatrics 
speciality hospital concept

• Integrated perinatal services within 
the children’s hospital

• Expansion within Hyderabad and a 
new city - Vijayawada

2011-2020

• Nurtured perinatal services
• Enhanced pediatrics multi-specialty and tertiary care 

services

• Investment by the CDC Group, UK

• Foray into newer cities – Bengaluru and New Delhi

• Hub and spoke model nurtured in Hyderabad

2021-2024

• Successful listing on the stock exchanges – NSE and BSE

• Largest chain of comprehensive pediatrics care with 
cutting-edge quaternary care services

• Largest pediatrics training program in private healthcare in 
the country

• Venturing into newer territories: Chennai and 
Vishakhapatnam

• Pioneering the way: the first pediatrics and fertility 
hospital to earn prestigious JCI accreditation in the 
country

2025

• Acquisition of: Prashanthi 
Hospital, Warangal

• & Pratiksha Hospital, Guwahati

Source: Company Presentations

Annex 21: Accreditations  

‘Gold Seal of Quality Approval’ from Joint Commission International (JCI)
• India’s first pediatric hospital to have two flagship hub hospitals, one each in Hyderabad and Bengaluru, awarded with JCI 

accreditation
• India’s first standalone fertility center, Birthright Fertility, Kondapur, Hyderabad, accreditation in 2022 and re-accreditation

in 2025

National Accreditation Board of Hospitals and Healthcare Providers (NABH) accreditation
• 13 NABH-Accredited hospitals
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Annex 22: Rainbow’s Stock Price Performance Depicted Through Key Events

Annex 23: Sources

Source: BSE, Company Presentations
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Rainbow acquires 
majority stake in 

Pratiksha Hospital
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