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Recommendation ‘ Time Horizon

Base Case Fair Value ‘ Bull Case Fair Value

Pharmaceuticals Rs 297 Buy in the band of Rs 297-301 & add more on dips to Rs 268 Rs 329.5 Rs 360.5 2-3 quarters
HDFC Scrip Code SUPRIYALIFE M . . . . . . . . . - ..
6 Fude 43434 Supriya Lifescience Ltd. is an active pharmaceuticals ingredients (API) player with a focus on niche products having limited competition. It
NSE Code SUPRIYA has a niche product basket comprising 38 APIs across diverse therapeutic segments. It is the largest exporter of Chlorpheniramine Maleate
oo bar SUPRIVA IN and Ketamine Hydrochloride from India and is also among the largest exporters of Salbutamol Sulphate from India.
CMP Dec 22, 2023 297
W 161 Supriya has 1200+ customers and has presence in more than 86 countries. It is the largest exporter of Chlorpeniramine, Maleate,
W 2 Ketamine Hydrochloride and Salbutamol Sulphate from India. Management has guided for strong growth in the US, Europe, and Latin
W 8.05 American business over the next 2-3 years. For FY23, the company reported robust growth in the US business, and it contributed to 8% of
Market Cap (Rs cr) 2391 sales. The blended capacity utilization was at 70% during FY23. Company is setting up two R&D centres i) At Lote Parshuram to cater to
Book Value (Rs) 87 lifecycle management and backward integration projects ii) At Ambernath to cater to new molecules and CMO/CDMO opportunities. Lote
Avg. 52 Wk Volumes 638189 centre is already operational while Ambernath centre may get operational by Q3FY24. These centres would help to develop identified
52 Week High 310 APIls which will complement existing product profile.
52 Week Low 171
Supriya has 4 manufacturing blocks segregated by therapeutic area with current reactor capacity of 597KL. Capacity utilization increased
Share holding Pattern % (Sep, 2023) from 47% to ~70% in FY23. The company has submitted 15 DMF with US FDA and has 4 APIs under submission with the US FDA while 9
Promoters CEPs with EQDM have been granted and has 5 CEPs under progress with EDQM. This would further augment product portfolio in the
Institutions medium term. It has already spent around Rs 203cr in capital expenditure in the last 2 years. Management expects EBITDA margin to be in
Non Institutions the range of 28-30%. They have set ambitious goals to double the company's revenue by FY26/27. The company plans to spend around Rs
Total 90cr in capex for FY24 and a total of Rs 100-120cr in FY25 & FY26.

Company has signed two agreements with Kalinga Institute of Technology for development of one-of-its-kind novel oral cancer detection
kit named Quickblue and a wound healing gel named GelHeal. Supriya has undertaken capacity enhancement for further backward

L1

integration for existing products, new product rollouts and CMO/CDMO opportunities. Work is in progress on the next manufacturing
block (E block) at Lote Parshuram with capacity of 340 KL to be operational by Q3FY24. A new manufacturing block with capacity of 70 KL
along with a new R&D facility with Pilot plant is also being set up at Ambernath. With these projects the total capacity will increase from
597 KL to 900 KL by Q3FY24.

HDFCsec Retail research
stock rating meter

for details about the ratings, refer at the end of the report

* Refer at the end for explanation on Risk Ratings

Fundamental Research Analyst
Kushal Rughani
kushal.rughani@hdfcsec.com
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Management sees good opportunities in CMO/CDMO space in the long term. Recently, the company made two exclusive agreements with
US and European Client and this would drive revenue from FY26 onwards.

Valuation & Recommendation:

Supriya is well placed with its leadership position in niche products, focus on exclusive tie-ups and new product launches mainly in
regulated markets. Its backward integrated facilities with geographical diversification should help drive growth momentum in the coming
years. We are positive on the company on the back of strong growth trajectory in top products and expected launch of new products and
commissioning of new facilities, which would drive growth in the next 2 years. Company has guided for strong double digit revenue
growth along with margin in the band of 30-32% in the next 2 years.

Surpiya has faced multiple headwinds during FY23. The Chinese market continues to remain a concern for the company because of which
the management is de risking current product basket, minimising geographical reliance, and introducing new product baskets.

We estimate Revenue, EBITDA, and PAT CAGR of 20%, 21.5% and 21% respectively over FY23-26E. We feel investors can buy the stock in
the band of Rs 297-301 and add more on declines to Rs 268 (15.25x Sep-25E EPS) for base case target of Rs 329.5 (18.75x Sep-25E EPS)
and bull case target of Rs 360.5 (20.5x Sep-25E EPS) over the next 2-3 quarters.

Financial Summary

Particulars (Rs cr) Q2FY24 | Q2FY23  YoY (%) QIFY QoQ (%) FY20 | FY21 | FY22| FY23| FY24E FY25E | FY26E
140 530 | 461

24
112 24.9 132 6.1 312 391

Total Revenues 562 664 807
EBITDA 44 31 41.9 44 0.0 99 173 214 129 161 181 231
Depreciation 4 3 33.3 4 13 6 7 10 12 17 22 25
Other Income 3 3 -3.8 3 -13.8 11 5 8 10 11 12 13
Interest Cost 1 1 -37.5 1 -16.7 7 4 4 3 3 3 4
Tax 6 11 -42.9 14 -57.7 23 44 55 34 41 44 56
PAT 24 17 41.4 29 -16.1 74 124 152 90 112 124 159
EPS (Rs) 10.0 16.9 18.9 11.2 13.9 15.4 19.8
ROE (%) 60.5 59.2 34.4 13.7 14.9 14.4 16.0
P/E (x) 26.1 15.5 13.9 23.4 18.9 17.0 13.3
EV/EBITDA (x) 20.0 11.4 9.2 15.3 12.2 10.8 8.5

(Source: Company, HDFC sec)
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Q2FY24 result update

Revenue grew 24.8% YoY at Rs 140cr. EBITDA margin contracted 270bps YoY at 22.7%. PBT for the quarter was up 9% YoY at Rs
29.8cr. Net profit increased 41% YoY at Rs 23.9cr.

Europe accounted for 39% of revenue in H1FY24, marking a significant increase from 24% in H1FY23. Company plans to patent new
technologies and initiate projects for the Contract Development Manufacturing Organisation (CDMO) business, leading to potential
long-term revenue growth.

In CDMO segment, the company understands large scale special chemical manufacturing and has experience in handling hazardous
complex process chemistry. It has Initiated discussion with various companies ranging from big pharma to innovator companies to
work as a partner for supplying products as per their needs. Supriya has recently announced one of key CMO project with a leading
European company where Supriya will be exclusive APl supplier. The contract spans a period of 10 years and is expected to generate
peak revenue of Rs 40cr per year starting from FY27. Moreover, the company has identified two similar opportunities in the APl and
advanced intermediate space, along with several other potential opportunities.

Company derived 80% of sales from International markets. Top-10 customers accounted for 45% of sales.

Capacity utilization increased to 70% as on FY23 vs. 47% as on FY22.

Key therapy and market - China continues to be impacted and the company is actively working on strategies to mitigate the impact
and regain momentum. On the other hand, the regulated markets like Europe, North America and Latin America have shown positive
performance. There was also better traction in therapies such as analgesics/anesthetic, anti- asthmatic and anti-allergic.

Company has taken additional steps for business expansion around the globe especially in North America, Japan, Australia and New
Zealand.

Ambernath lab is currently under construction and will be operational by H2FY24. and this would be used for next phase of
expansion.

Company has identified two similar opportunities in the APl and advanced intermediate space, along with several other potential
opportunities.

Company plans to add 350 KL capacity through Block E, which is expected to be operational by the fourth quarter of FY24. With these
projects the total capacity will increase from 597 KL to 900 KL by Q4 FY24.

72% of revenue generated from products that were backward integrated in FY23.

Company aims to double its revenue in the next three years and also sees potential to improve EBITDA margin. It is expanding its
product basket by adding 6-7 molecules, targeting anti-anxiety, anesthesia and anti-diabetes, and diversifying into contract
development and manufacturing organization (CDMO) services which could boost margin by 300-400bps in the 2-3 years.

Supriya has done filings in US and Europe for eight to ten products from its existing portfolio. Many of these products will be
backward integrated.
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All its top selling APIs, such as chlorpheniramine maleate (allergy and common-cold), ketamine hydrochloride (anaesthetic) and
salbutamol sulphate (bronchodilator/Asthamatic), are backward integrated, up to the level of intermediates or key starting materials
that make them less vulnerable to price and supply chain volatility.

Concall Highlights

Company has signed two agreements with Kalinga Institute of Technology for development of one-of-its-kind novel oral cancer
detection kit named Quickblue and a wound healing gel named GelHeal. Supriya has filed for a patent for the QuickBlue oral chip.

The gel is an extremely innovative product which helps in wound healing and scar free wound healing again no significant
competitors globally for both the products. The products are already developed at the lab stage, but now the company would take
them through the commercialization stage.

Company expects to maintain EBITDA margin of 28-30% for full year.

The company is focused on expanding into Brazil and Mexico, which are emerging regulatory markets for APIs.

Repairs and maintenance were higher due to the impending FDA audit in December.

Management maintained guidance of 20-25% growth in revenue in the medium term.

One of the main reasons why the margin declined in the quarter because of the geographic and product mix.

As a part of strategy, the company focuses in the last couple of quarters to derisk portfolio and some of the other products other
than major products. It is trying to scale up in semi-regulated markets and then into the regulated markets.

Around 46% of sales derived from regulated markets and the rest would be in semi regulated and unregulated markets. India would
be somewhere around 19% of sales. Europe accounted for 39% of revenue in H1FY24, increased significantly from 24% in H1FY23.
Major part of the growth came from higher volumes in the quarter.

The addition of CDMO capabilities would provide a new leg of growth for the company. As per management, this business is expected
to contribute Rs 100-120 crore to revenue in the next 2-3 years.

A lot of new products are getting infused in the portfolio which are just out of development and in validation stage. In the next 9-12
months, the company would start filing for these products.

These are the two main areas for the CDMO opportunities that it will also start scaling up the whey protein which was announced
two quarters back. DSM is the name of the company with whom it has tied up for the vitamin product. So, those volumes will also
start coming in.

Management guided for about Rs 100 crore capex per annum in FY24 and FY25.

Key products have been fully backward integrated, the company is in the process to backward integrate few products. Higher
revenue from regulated markets and backward integration benefits would help in margin expansion in the coming years.
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e There have been some changes in the norms in Brazil. GMP certification is required for the same. So, looking the new notification of
Brazil and Mexico, Supriya immediately started entering into and giving the documentation to the regulatory authorities and out of
the current 17 APls, 12 have been registered with the regulatory authority of Brazil.

e So, out of the three collaborations, the plasma nutrition the protein project that would be slightly faster as compared to the other
two. For the plasma nutrition, the company has already started manufacturing some small trial quantities of samples and started
giving them to all the larger protein distributors.

e The company is building a pipeline of new products, which could extend it beyond its longstanding competence in the area of
antihistamines and towards anti-diabetics and other areas. Additionally, the company plans to patent new technologies and initiate
projects for the Contract Development Manufacturing Organisation (CDMO) business, leading to potential long-term growth driver.

Two new R&D Centres

Company has initiated process of setting up enhanced R&D facility. The R&D lab at Lote Parshuram is spread across 800 Sq. mt. In this
lab along with lifecycle management and backward integration the focus would be on new product development and CMO/CDMO
opportunities. The Ambernath lab is currently under construction and will be operational by H2FY24 and this would be used for next
phase of expansion. These centres will help to develop identified APls which will complement existing product profile. Ambernath would
be around 70 to 100 KL depending again on the kind of product mix, it is multiproduct facility. It has acquired a plot at Isambe, that
would be for the next leg of growth.

Controlled drugs portfolio would be expanded, identification of potential APIs have been done which are in development pipeline, also
evaluating product portfolio expansion by selecting products in anti-diabetic and CNS range. Company has taken additional steps for
business expansion around the globe especially in north America market, Japan, Australia and New Zealand.

Backward Integration of key molecules augurs well from cost competitiveness and availability perspectives

Supriya’s manufacturing capabilities range from development of simple molecules to highly complex molecules with expertise in
different class of reactions. It has implemented backward integration for its APl products to have control over the supply chain process
(intermediates). 15 products are backward integrated, which contributed 72% of its total revenue and it is in the process to further
backward integrate 3 more products in the medium term. It helps the company to have sustainable business and reduce dependency on
external sources. This ensures quality check and security of availability of essential raw materials which acts as one of its key strengths.
Company would continue to grow sales in existing geographies in Latin America, North America, Europe, Asia and Middle East led by
steady growth in the existing products and new launches.
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De-risking of portfolio and scale up of molecules on cards, capex to help in organic growth

Company is diversifying its product portfolio with its strong pipeline. Focus would mainly remain to eliminate the risk associated with
dependence on few APIs. Supriya has filed 15 DMFs with the US FDA and 9 active CEPs with EDQM for their APl products in therapeutic
areas such as anti-histamine, analgesic, anaesthetic, vitamins, anti-asthmatic and anti-allergic. It will continue to focus on developing
and filing of more DMFs in the area of niche and differentiated products which provide better growth opportunities and would help in
developing its business.

Supriya has started capex for ‘E’ Block and the work is in progress at Lote, Parshuram with capacity of 340 KL to replace old block with
145 KL capacity. A new manufacturing block with capacity of 70 KL along with a new R&D facility with Pilot plant is also being set up at
Ambernath. Scale up of the newer products would be coming from the new block as total capacity will increase from 597KL to 900KL.

Established presence with high market share in key molecules

Supriya has established itself as the leading exporter of its key molecules with 45-50% share of the total exports of Chlorpheniramine
Maleate from India, 60-65% share for Ketamine Hydrochloride and 30-40% for Salbutamol Sulphate. Being the market leader for its key
products with manufacturing facilities approved by major regulatory authorities (US FDA, EDQM, WHO etc.) across the world, which
enable the company to command a price premium over its peers, leading to better margin profile.

Presence limited to molecules in mature therapies with relatively higher product concentration

Supriya’s presence is limited to molecules in relatively mature therapies, including Anaesthetics and Anti-Histamines which contributed
to 68% of total sales in FY23. The key molecules manufactured are Ketamine Hydrochloride, Chlorpheniramine Maleate and Salbutamol
Sulphate that contributed to ~60% of its total sales, resulting in relatively higher product concentration. However, product
diversification is expected to improve with the launch of new molecules which are under submission. Company is also exploring
opportunities in the CMO/CDMO space with several products under development that are likely to support revenue growth over the
medium term.

Venturing into new markets and update on CMO/CDMO projects

To reduce customer concentration and expand market reach, the company has devised a strategy to introduce its existing products into
new geographies Furthermore, the company is in the process of constructing two additional R&D centers at Lote Parshuram and
Ambernath to focus on developing new niche items with significant volume potential. Supriya has secured a key contract manufacturing
organization (CMO) project with a leading European company This contract spans over a period of 10 years and is expected to generate
peak revenue of Rs 40 crore, starting from FY27. In addition to this project, the company has identified two similar opportunities in the
APl and advanced intermediate space, indicating potential growth prospects.
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Company has initiated discussion with various companies ranging from big pharma to innovator companies to work as a partner for
supplying products as per their needs.

Supriya Lifescience and Plasma Nutrition Inc. announce collaboration in Protein Technology

Supriya Lifescience Ltd announced its recent collaboration with Plasma Nutrition, Inc, a renowned US-based company known for
innovative consumer products located at Delaware. The strategic partnership involves an exclusive technology licensing agreement,
granting Supriya Lifescience Ltd the sole rights for manufacturing and marketing Ingredient Optimized Protein (ioProtein) in India. The
primary purpose of this collaboration is to bring the optimized protein into the Indian market. ioProtein is a patented process (patent
pending in the US) This revolutionary protein powder is designed for use as protein supplements and boasts a significant advantage, and
it is highly bioavailable.

Supriya Lifescience will lead the manufacturing and marketing of ioProtein in India. This marks the introduction of a new category of
protein powders in the Indian market, and it is relatively healthier compared to other popular protein powders available through various
Gyms, general stores, and digital marketing channels.

Supriya signed an agreement with Kalinga Institute for further development of wound healing gel

In Nov-2023, Supriya Lifescience, one of India’s leading speciality APl manufacturing company and CDMO signs an agreement with
Kalinga Institute of Technology for further development of GelHeal. The gel-based cream may prove to be prolific in easing and healing
not only third-degree wounds, cuts, bite wounds but also diabetic foot ulcers, pressure ulcers, venous leg ulcers and surgery wounds.
This radical shift in dermatology and skin grafting would also now cater to scar-free skin, not mandating repetitive hospitalization
through the topical formulation for skin regeneration gel, thus proving cost cost-effective and less time-consuming medical solution.
Quickblue, an oral cancer diagnosis kit allows patients to discover cancer cells in minutes, which is advanced over current traditional
approaches such as biopsy. This product is not only a cheaper option but also found very sensitive detector. The global cancer market is
estimated at USS 21.5 billion and the company is expecting to create a ~1% market share in the long run.

What went wrong in FY23?

After strong set of numbers in FY22, Supriya reported dismal numbers in FY23. Revenue declined 13% while EBITDA/PAT declined by
39%/41% in FY23. The fall in revenue was on account of low demand from the Chinese market for its key therapy i.e. Anti-histamine.
Due to the COVID in China, usage of hand sanitisers and masks increased and people staying indoors; thereby the demand for its anti-
histamine range significantly dropped. Management had highlighted that improvement will be gradual and it will take another 2-3
quarters for the situation to normalise. Further, to mitigate this impact, Supriya is expanding regulatory market presence, optimizing
manufacturing capacity, and diversifying product offerings and geographic reach.
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Since the company has a leadership position in the Anti-histamine range for which China is the largest market, the demand for
Antihistamine products has declined due to the Covid situation.

Management plans to extend their backward integration model to their newer products to stay competitive. Company enhanced the
capacities and initiated registration for other therapies such as Decongestion, Anti-hypertensive, Anti-Asthmatic, Vitamins and Anti-

allergic.
4 7 597 KL 23,806 sq.mt.
Manufacturing blocks Clean Reactor Land
segregated therapy wise rooms capacity area
b ‘Well delineated areas for R&D, quality control {chemical
microbiology), quality assurance, dedicated areas for  Scaled up Manufacturing Facilities over the years Steady improvement in capacity utilization

engineering maintenance, warehouse, materials and
finished goods stores 71% 70%
Block Block Block Block

~ Effluent treatment plant and an express feeder from the

A B C D capacity
sub-station for power i i increased
v Initiated construction of a new warehouse and Year of 47%
administration block, with new gquality control & Establishment 1933 1334 2014 2021
assurance lab
v Acquired a plot of land, measuring 12,551 sg.mt., near
present manufacturing facility — for future growth Capacities 157 KL 195 KL 30 KL 215 KL
4 Acquired a plot of land, measuring 24,646 sq.mt, 20 kms
from the present manufacturing facility for backward
integration Regulatory v v v v
Approved
¥ Acquired a plot of land measuring 80,000 sq mt, at FY18 FY19 FyY20 FY21 FY22 FY23

lsambe near Patalganga

CMO opportunity

As of March, 2023, the company was engaged in technology transfer for nine CMO projects, these projects are expected to contribute
significantly to revenue in H2FY24. In some cases, the company will manufacture advanced intermediates for multinational companies,
reinforcing its position as a reliable partner. For two CMO projects, the company will play a di-centric role where it partners the
innovator and supplies all the latter’s resource needs from its GMP approved site. It is also venturing into nutraceuticals through two
CMO projects, deepening its de-risking.

The company identified a handful of products with volume potential to fast-track its entry into the regulated market space. These
molecules are expected to contribute significantly to topline and margins. As these products mature in the regulated market over the
next few quarters, the portfolio could de-risk further. The cumulative outcome is that the company could double its topline in three
years.
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Outlook

The company intends to enter the pain management, anti-anxiety and anti-diabetic segments. These portfolio additions present growth
opportunities leading to business sustainability. The company is confident of sustained growth across the foreseeable quarters and
doubling capacity by the beginning of FY25.

Company’s North American presence grew 144% YoY during the year, attributed to increasing traction of Maleate Group and Ketamine.
The market’s growth was supported by the positive response to other therapeutic category molecules and there is scope for a further
expansion in this geography leading to attractive revenue possibilities.

Europe continued to remain one of the company’s largest regulated markets, accounting for 28% of revenues. The company registered
ten quality products; Europe continued to be a key market and the company will continue to leverage its potential to drive revenues.

As of March, 2023, the company had submitted 15 active Drug Master Files (DMFs) to the US FDA, alongside nine active Certificates of
Suitability (CEPs) to the European Directorate for the Quality of Medicines & Healthcare (EDQM) for API products spanning
antihistamine, analgesic, anesthetic, vitamin, anti-asthmatic, and anti-allergic therapeutic categories.

Rising interest in personal health and well-being drive demand for vitamins segment

The consumers are increasingly shifting towards including vitamins and supplements in their daily routine due to fast-developing
interest as well as awareness over personal health and well-being. Micronutrients are vitamins and minerals which the body needs in
very small amounts but their impact on a body’s health are critical. Deficiency in any one of them can cause severe and even life-
threatening conditions.

The global vitamins market size was valued at USS 28.8 billion in 2021 and is projected to reach USS 59.2 billion by 2031, to grow at a
CAGR of 7.5% from 2021 to 2031. Growth in the vitamins market was marked by increased awareness about nutraceuticals benefits,
increased prevalence of vitamin deficiencies due to dietary changes. The global vitamins market has been segmented largely based on
type of vitamins as vitamin B, vitamin C, vitamin E and others. According to WHO, more than 2 billion people were suffering from
micronutrient deficiencies, thus leading to consumption of some or other vitamins. Moreover, the growing birthrates and senior citizens
in developing countries is leading to growth of pediatric and calcium vitamins.

CDMO

India is becoming a preferred destination for outsourcing the pharmaceutical activities across pharma value chain. Global
pharmaceutical players are continuously witnessing cost pressures and looking for ways to shorten time to market. So, the industry is
looking for established CDMO partners, particularly in Asian markets such as India and China. China may not be the most preferred
partner for CDMO outsourcing on account of regulatory headwinds in China, closure of certain APl and chemical companies on account
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of environment pollution, and political confrontations with the developed economies of the world. Over the last decade, Indian CDMO
companies have demonstrated their capabilities on the global platform and are well-positioned to benefit from increased R&D
outsourcing in the pharmaceutical industry.

Company supports drug development and manufacturing programs for global pharmaceutical and biotech companies at all stages from
pre-clinical stage to commercialization. The development and manufacturing teams maintain a tight focus on performance at scale,
continuous process improvement, securing and de-risking supply chains to provide an efficient, compliant, cost-effective and long-term
commercial drug substance and drug product solutions. The strong analytical chemistry team works with the chemical development and
tech transfer teams to provide necessary phase-appropriate support to clients for their drug substance and drug product analytical
development needs.

Key Risks
e Company faces product concentration risk as top-5 products contribute major portion of their revenue. Any delay in development

and commercialization of newer products could impact future growth prospects of the company.

e Company’s inability to effectively utilize its manufacturing capacities could have an adverse effect on the business.

e Large fluctuations in foreign exchange may impact the company as more than 80% of revenue come from exports sales.

e Company derives large part of revenues from International markets, and being a pharma player, it is imperative to secure approvals
from regulatory bodies across the globe. Any adverse action from regulatory authorities would hinder its growth prospects.

e Company derived around 48% of revenue from Top-10 customers. Though the company has long standing relationships with its key
customers, if the company loses any of these clients, then it may impact overall performance.

e Supriya has molecules in mature therapies including anti-histamine, analgesic/anesthetic therapies and others, which exposes it to
competitive environment. Supriya deliberately chooses products which are mature and where demand is not likely to taper off soon.
Also, the company avoids products that have recently gone off patent to avoid price wars.

e Supriya faces regulatory risks across countries where it is present.

Company Background

Supriya Lifescience Ltd. manufactures and exports various APls across therapeutic areas. Its manufacturing unit is in Ratnagiri district,
Maharashtra with a current annual production capacity of 597 KL across 4 manufacturing blocks. The company has its own R&D unit
located at the manufacturing site, recognised by the Department of Scientific and Industrial Research (DSIR) which is a part of the
Ministry of Science and Technology. The company holds World Health Organisation (WHO) Good manufacturing practice (GMP), EU
GMP, European Directorate for the Quality of Medicines & HealthCare (EDQM), US FDA, Korean FDA, Mexican FDA certifications for
manufacturing various bulk drugs. It is backed by strong R&D, 15 active US DMFs, 9 active CEPs and worldwide compliant facilities (EMA,
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US FDA, WHO, PMDA, TGA, ANVISA etc.). The product portfolio includes over 38 products and it has a global footprint that extends
across 80+ countries.

Margin Trend Therapeutic area split (FY23)
70.0
\ = Analgesics/Anesthetic
60.0 60.3
= Anti-histamine
50.0
Vitamins
40.0
12
Anti-asthamatic
30.0 31.6 28.7
23.3 23.6 = Anti-allergic
20.0 19.5 19.8 186 19.7 g
14.2 . .
10.0 11 = Anti-malarial
FY19 FY20 FY21 FY22 FY23 FY24E FY25E FY26E
u Others
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(Source: Company, HDFC sec)
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As at March FY21  FY22 | FY23  FY24E | FY25E _ FY26E
Net Revenue 391 530 461 562 664 807 SOURCE OF FUNDS
Growth (%) 25.5 35.5 -13.0 22.0 18.0 21.6 Share Capital 14.6 16.1 16.1 16.1 16.1 16.1
Operating Expenses 218 316 332 401 482 576 Reserves 254 600 683 787 903 1051
EBITDA 173 214 129 161 181 231 Shareholders' Funds 269 616 699 804 919 1067
Growth (%) 75.8 23.6 -39.7 24.9 12.6 27.5 Long Term Debt 0 0 0 0 0 0
EBITDA Margin (%) 44.3 40.4 28.0 28.6 27.3 28.7 Net Deferred Taxes 8 11 14 13 12 14
Depreciation 7 10 12 17 22 25 Long Term Provisions & Others 23 8 11 16 21 25
EBIT 166 204 117 144 160 206 Total Source of Funds 299 635 724 832 952 1106
Other Income 5 8 10 11 12 13 APPLICATION OF FUNDS
Interest expenses 4 4 3 3 3 4 Net Block (incl. CWIP) 177 232 328 409 467 513
PBT 167 207 124 152 168 215 Intangible Assets 2 2 1 1 1 1
Tax 44 55 34 41 44 56 Non-current Investments 0 0 25 29 35 42
RPAT 124 152 90 112 124 159 Long Term Loans & Advances 1 4 1 4 7 10
Growth (%) 68.2 22.8 -40.7 23.8 10.9 28.5 Total Non Current Assets 180 237 355 443 510 566
EPS 16.9 18.9 11.2 13.9 154 19.8 Current Investments 0 0 0 0 0 0
Inventories 73 92 116 104 123 146
Trade Receivables 74 115 85 119 140 171
Short term Loans & Advances 0 1 1 1 2 3
Cash & Equivalents 89 228 158 154 164 204
Other Current Assets 30 62 106 120 143 168
Total Current Assets 265 498 465 498 572 692
Short-Term Borrowings 70 22 17 20 25 28
Trade Payables 51 49 64 72 87 103
Other Current Liab & Provisions 24 28 14 16 17 19
Short-Term Provisions 1 0 1 1 2 2
Total Current Liabilities 146 100 96 108 131 152
Net Current Assets 119 398 369 389 441 539
Total Application of Funds 299 635 724 832 952 1106
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(Rs Cr) FY21 FY22 FY23 FY24E FY25E FY26E FY21 FY22 FY23 FY24E FY25E FY26E
Reported PBT 167 207 124 152 168 215 Profitability (%)
Non-operating & EO items -5 -8 -10 -11 -12 -13 Gross Margin 67.3 63.1 60.8 60.4 59.6 60.3
Interest Expenses 4 4 3 3 3 4 EBITDA Margin 44.3 40.4 28.0 28.6 27.3 28.7
Depreciation 7 10 12 17 22 25 EBIT Margin 42.5 38.5 25.4 25.7 24.1 25.6
Working Capital Change -67 -104 -34 -24 -42 -59 APAT Margin 31.6 28.7 19.5 19.8 18.6 19.7
Tax Paid -30 -61 -29 -41 -44 -56 RoE 59.2 344 13.7 14.9 14.4 16.0
OPERATING CASH FLOW (a) 76 49 66 96 95 116 RoCE 55.6 32.1 16.2 17.3 16.8 18.6
Capex -48 -60 -109 -98 -80 -70 Solvency Ratio
Free Cash Flow 28 -11 -42 -2 15 46 Net Debt/EBITDA (x) -0.1 -1.0 -1.1 -0.8 -0.8 -0.8
Investments -4 -8 -34 -7 -9 -10 D/E 0.3 0.04 0.0 0.0 0.0 0.0
Non-operating income 5 8 10 11 12 13 Net D/E -0.1 -0.3 -0.2 -0.2 -0.2 -0.2
INVESTING CASH FLOW (b)) -47 -60 -133 -94 -77 -67 PER SHARE DATA (Rs)
Debt Issuance / (Repaid) -6 -48 4 4 4 6 EPS 16.9 18.9 11.2 13.9 15.4 19.8
Interest Expenses -4 -4 -3 -3 -3 -4 CEPS 17.8 20.1 12.7 15.9 18.1 22.8
FCFE 18 -63 -41 -1 16 48 BV 37 76 87 100 114 133
Share Capital 0 1 0 0 0 0 Dividend 0.4 0.6 0.6 0.8 0.9 1.3
Dividend/Buyback -4 0 -5 -7 -8 -10 Turnover Ratios (days)
FINANCING CASH FLOW (¢c) -14 150 -4 -6 -8 -8 Debtor days 69 79 67 77 77 77
NET CASH FLOW (a+b+c) 15 139 -70 -4 10 41 Inventory days 57 57 82 68 68 66
. Creditors days 101 67 85 78 78 78
One Year Price Chart VALUATION (x)
350 P/E 15.5 13.9 234 18.9 17.0 13.3
300 P/BV 7.1 3.4 3.0 2.6 2.3 2.0
250 EV/EBITDA 114 9.2 15.3 12.2 10.8 8.5
EV / Revenues 5.0 3.7 4.3 3.5 3.0 2.4
200 Dividend Yield (%) 0.2 0.2 0.2 0.3 0.3 0.5
150 Dividend Payout (%) 2.4 3.2 5.4 5.8 5.9 6.6
(Source: Company, HDFC sec)
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HDFC Sec Retail Research Rating description

Green Rating stocks

This rating is given to stocks that represent large and established business having track record of decades and good reputation in the industry. They are industry leaders or have significant market share. They have multiple streams of cash flows and/or strong balance sheet to withstand downturn in economic cycle. These stocks offer moderate
returns and at the same time are unlikely to suffer severe drawdown in their stock prices. These stocks can be kept as a part of long term portfolio holding, if so desired. This stocks offer low risk and lower reward and are suitable for beginners. They offer stability to the portfolio.

Yellow Rating stocks
This rating is given to stocks that have strong balance sheet and are from relatively stable industries which are likely to remain relevant for long time and unlikely to be affected much by economic or technological disruptions. These stocks have emerged stronger over time but are yet to reach the level of green rating stocks. They offer
medium risk, medium return opportunities. Some of these have the potential to attain green rating over time.

Red Rating stocks
This rating is given to emerging companies which are riskier than their established peers. Their share price tends to be volatile though they offer high growth potential. They are susceptible to severe downturn in their industry or in overall economy. Management of these companies need to prove their mettle in handling cyclicality of their
business. If they are successful in navigating challenges, the market rewards their shareholders with handsome gains; otherwise their stock prices can take a severe beating. Overall these stocks offer high risk high return opportunities.

Disclosure:

1, Kushal Rughani, Research Analyst, MBA, authors and the names subscribed to 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. SEBI conducted the inspection and based on their observations have issued advise/warning. The said
observations have been complied with. 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.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of
the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does not have any material conflict of interest.

Any holding in stock — No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider the risk appetite or the particular circumstances of an individual investor; readers are requested to
take professional advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies referred to in this document (including merits and
risks) and should consult their own advisors to determine merits and risks of such investment. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty,
representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update this report for such
changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation
or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.
It should not be considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services for, any company
mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), 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 company(ies) mentioned herein 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 company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs,
reduction in the dividend or income, etc. HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the
companies / organizations described in this report. As regards the associates of HSL please refer the website.

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

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other
advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our
Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INHO00002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
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