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HEALTHCARE INVESTMENT

L
Small is
L

beautiful

hile the glants of India®s health-

care delivery sector such as
Apollo Hospitals, Fortis Healthcare
anc Wockhardt are able to grab most
of the headlines, a number of invest-
ment howuses seem to prefer backing
the relatively small players,

Among these are radiology centres
that conduct T scan and ki exami-
natlons, pathology labs that conduct
hundreds of different tests daily, day
care surgery centres that send maost
patients home the same day, and sin-
glespecialty hospitals that focus on
ailments affecting a particular part of
the body.

At a recenit Healtheare Investiment
Summit organised in Mumbai by ve
Clrcle, a reputed media outlet aimed
at venture caphtalists and private
equity plavers, several delegates
emphasised the huge business oppor-
tunities that lie outside the big muli-
specialty hospitals.

Ratan  Jalan, formerly cno of
Apollo Lifestyle, and currently the
head of a healthcare consulting Firm,
polnted out that as much as two-
thirds of the healthcare expenditure
in India happens outside the hospl-
tals, that is in oD (out patbent depart-
ment) services, dialysis (For kidney
problemsh, care of pregnant women
and elderly people.

Painting owt that the retumns on
capital investments in traditional hos-
pitals have generally been disapgsoliit-
ing over the past few years, Allstair
stranack. head of Global Healthcare
Practice, Parthenon group, sald this
was because asset utilisation in these
hospitals was relatively low. He also
predicted that in the coming dedacde,
there will be a radical transformation
in the healthcare scenario in India
with home-based care, telemedicine,
|J.;|:|.- care surgery and management
of chronle disorders such as diabetes
and high blood pressure accounting
for a growing share of the total
healthcare expenditure,

Stranack also stressed that diagnos-
tics (that Is pathology laboratories)
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offer very high leverage opportuni-
ties, particularly in Ther 11 and 11
towns, where the biggest laboratory
often depends on onie well-known
pathologist, *If such standalone med-
fcal centres located in sevieral oswns
were (o join hands and become a
chain, it will present an excellent
prospect for groawth and investment,”
b adcdedd.

Shirax Bugwadia of o3 Capital
also felt pathoblogy laboratories are a
big thing ol the fubure, along with
companies like Opto Circuits of
H-ang;l.lg:un: and Triviteon of Chennal,
which are engaged In manufacture
of meedical  devices. ]I'lt'ld{‘r“.lll}'.
Trivitron is setting up one of the
largest medical technology parks In
Asia, not far from its corporate head
office in Chenmnal.

A number of privaté equity
investors fave alieady made commit-
mienis in the healthesre sector, Thus,
Evolvence India Life Sciences Fuanad,
a Magritiuvs-based private  equity
fund, makes it a polnt o Invest in
small to mid-sized pharmaceutical,
biopharmaceutical and  medical
device companies located in India or
having significant operations in
India. Likewise, IndiaVenture Advi-
sors, pointly sponsored by Ajay Pira-
mal and State Bank of India
ex-chairman A.K., Purwar, has dedi-
cated 75 per cent of s 1400 crone
s b life sciences companbes.

Other well known investors in the
healtheare sector Include Apax Part-
pers, which also has a stake in Apollo
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Hospitals; Warburg Pincus, which
recently bought a sizeable stake in
Metropolis Health Servioes; and icici
Venture (through its healthcare arm
I-Ven Medicare).
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ImJi.n'\. current economic growth
and its rising global stature augur
well for domestic banks and consbder-
ing economic growth over the next
diecade, these hanks will end on a high
note. The trends are already visible, as
various stucies suggest,

For starters, mortgages are likely to
crons T40 trillion by 2020 - the books
of banks show moOrgages feave ErorwT
froom 1.5 pet cent 1o 10 peer cenit in tha
past 10 years. As per a Boston Consult-
ing Group (BCG) report, the ratio of
todal outstanding mortgages, inclhed-
Ing  howsing  finance  companies
[HFCs), to the Gise §s oumently 7.7 per
cent. If by 2020, this ratio reaches 20
per cent, a ligun,' simillar to China, the
mortgage industry will grow at an
averege rate oof aver 200 per cenit durmg
the next decade. As a resull, outstamd-
ing mortgages are expected 10 cross
240 trillion, which s higher than the



