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. LEGACY | TRUST | GROWTH
New Strategies and exports to boost growth
Key takeaways from INDR’s management meeting held on 28th Feb 2023:
Rating: Buy Upside/(Downside): 29%
=  Growth momentum will led by increased revenue from all three geographies India, US and Current Price: 358 Target Price: 461

EU.
®"  Foray Into injectable and complex generics with limited competition will provide growth

A, | Earlier recommendation
sustainability.

Previous Rating: Buy
®  Spreading wings to other therapies as well such as cardiovascular, Neurology etc in US. Previous Target Price: 469
®  Hiring of specialized professionals at top management will lead to more focused approach
Change in top Management: Indoco is making strategic moves to strengthen its leadership team | Market data
by bringing in experienced professionals like Mr Pramod Ghorpade (Ex Teva employee), CMO — Mr Bloomberg: INDR IN
Rajesh Usgaonker (Ex Glenmark employee), and CIO Mr. Ketan Patel (Ex Cadila Employee) . Having 52-week H/L (Rs): 426 /308
seasoned professionals in key positions can help the company to navigate challenges, make Mcap (Rs bn/USD bn): 32.9/0.4
informed decisions, and drive growth.The addition of a Chief Information Officer (CIO) is Shares outstanding (mn): 92
particularly significant in today's digital age, as technology plays a crucial role in many aspects of Free float: 20.%

business operations. A CIO can help to ensure that the company is using the latest technology to Avg. daily vol. 3mth

optimize its processes and improve efficiency. (3M Avg.): 0.18 Mn
Overall, it seems that Indoco is taking steps to enhance its leadership team and position itself for
success in the future.

Face Value (Rs): 2
Source: Bloomberg, SMIFS research

Robust growth from US markets: The company is focusing on expanding its presence in the US

H 0,
market, particularly in the areas of sterile injectables and ophthalmics. These are products with | Shareholding pattern (%)

limited competition, which means that the company can command higher prices and experience Dec-22 Sep-22 Jun-22 Mar-22
less price erosion. Additionally, shortages in these products can provide significant opportunities Promoter 58.7 58.7 58.7 58.7
for the company to benefit. Flis 12 11 11 11

Dlls 18.1 17.9 18.0 18.2

Domestic business to be aided by new product launches: The company has launched 4 new
products in the domestic market till YTD namely Noxa, Dropizin, Subitral and Sorbitrate DS. The Public/others ~ 22.0 22.2 22.1 21.9
revenue contribution from the new product launches contributes roughly 2-2.5% to the domestic
revenue. Indoco hardly used to launch any new product in the domestic market but now to increase
its domestic growth, they have started launching new products into the market which will increase

| Promoters pledged shares (%)

the revenue and growth visibility going forward. Pledged 0.0 0.0 0.0 0.0
Source: BSE

The management expect 15% growth in next 5 years for domestic market which will be a mix of )

volume, price and new products. Going ahead, the domestic contribution to total revenue will | Price performance (%) *

decrease to 40% from 50% YE Mar (R) M 3M  12M 36M

. T . -0. -7.2 . .

Currently the domestic revenue is divided as 40% from Acute and 50% from sub-chronic and 10% NIFTY 50 0.9 U 39 558

from chronic segment. NIFTY 500 -1.2 -8.4 24 587
INDR 10.0 -9.3 -8.8 553

. 0, 4 i ini
Products under NLEM: 10% of company’s domestic portfolio is under NLEM and the company. % A5 on 24 Jan 2023, Source: AceEquity, SMIIFS research
Inorganic growth: The company is open for acquisition and for inorganic growth but is waiting for
right company at right multiple. Currently, the M&A multiples are quite high.

Sales force productivity: From FY19 to FY22, the company has consistently increased its sales force
productivity from Rs. 22 Lacs in FY19 to Rs 33 Lacs in FY22. Management expects topline growth to
improve further as productivity rises. There are 2800 MR’s currently and the management does not
plan to add more field force.

Emerging markets have better margins: Emerging market business is pretty much like India
business with similar or better margins. In Emerging markets, substantial growth comes from
brands and not from tenders. In semi-regulated market, the company is present is various market
of Asia and Africa predominantly and in some markets of LATAM. The company has their own sales
force to promote their products and are ramping up well. Indoco has done many filings and has got
good approvals from these markets.

Capex Plan: The company plans to spend Rs. 1250 Mn on capex in FY24 and certain investments Dhara Patwa

will be made on injectables as well. The injectables capacity is at peak, Oral Solid Dosage Sector Lead — Pharma & Healthcare

capacities are running at 68%-70% and certain investments were made in Baddi and Patalanga. 9766492546/022 42005511
dhara.patwa@smifs.com

China Dependence: The company imports 10-12% of its APl from China, thus they are derisking Awanish Chandra

their business. By doing so, the company is taking steps to mitigate the potential risks that may Executive Director

arise from any disruption in the supply chain from China. 8693822293

awanish.chandra@smifs.com

SMIFS Research is also available on Bloomberg
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Quarterly financials, operating metrics & key performance indicators

Y/E March (Rs mn) Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23
Net Sales 3051 3868 3869 3580 4091 4082 4330 3992
Raw Materials 879 1103 1063 1087 1315 1321 1274 1304
Employee Costs 602 750 742 713 732 827 803 821
R&D Costs 164 165 213 171 197 183 189 198
Other Expenditure 859 982 986 875 1044 1038 1186 1049
EBITDA 547 867 864 735 804 715 878 620
Depreciation 186 222 195 192 181 201 157 172
Interest 46 42 31 38 30 41 53 70
Other Income 20 9 10 2 3 11 4 4
PBT 336 611 650 506 596 484 673 382
Tax 86 216 233 176 193 98 176 101
Tax rate (%) 26 35 36 35 32 20 26 26
PAT 250 395 417 330 403 386 497 282
Extraordinary items 0 0 0 0 0 0 0 0
Minority Interest 0 0 0 0 0 0 0 0
Consolidated PAT 250 395 417 330 403 386 497 282
Adjusted PAT 250 395 417 330 403 386 497 282
Y-o-Y Growth (%)

Revenue 12.2 40.2 17.9 7.7 34.1 5.6 11.9 11.5
EBITDA 64.4 78.3 42.4 221 46.9 -17.6 1.6 -15.5
PAT 366.4 131.7 62.5 30.1 61.1 -2.3 19.3 -14.7
Q-0-Q Growth (%)

Revenue -8.2 26.7 0.0 -7.5 14.3 -0.2 6.1 -7.8
EBITDA -9.1 58.5 -0.3 -15.0 9.4 -11.1 23.0 -29.4
PAT -1.4 57.9 5.6 -20.9 221 -4.2 28.9 -43.4
Margin (%)

EBITDA 17.9 224 223 20.5 19.6 17.5 20.3 15.5
PAT 8.2 10.2 10.8 9.2 9.8 9.4 11.5 7.1

Source: Company, SMIFS research

Fig 1: Key Assumptions

Key Assumptions FY19 FY20 FY21 FY22 FY23E FY24E FY25E
Domestic 6,062 6,862 6,190 8,031 8,191 9,801 10,487
% growth 1.9% 13.2% -9.8% 29.7% 2.0% 8.0% 7.0%
Exports 2,335 2,963 4,924 6,205 7,330 9,652 11,444
% growth -32.8% 26.9% 66.2% 26.0% 18.1% 21.6% 18.6%
API 822 860 940 634 653 795 883
% growth 35.0% 4.6% 9.3% -32.5% 3.0% 11.0% 11.0%
CRO 195 109 133 167 187 261 300
% growth 38.0% -44.1% 22.3% 25.7% 12.0% 20.0% 15.0%
Other Operating income 264 272 229 370 327 410 462
% growth 0.9% 3.2% -11.3% 53.5% -11.6% 14.3% 12.7%
Total 9,677 11,066 12,415 15,408 16,689 20,918 23,576

Source: Company, SMIFS research
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Fig 2: 1 year forward P/E chart Fig 3: 1 year forward EV/EBITDA chart
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Source: Bloomberg, Company, SMIFS Research Source: Bloomberg, Company, SMIFS Research
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Financial Statements

Income Statement

YE March (Rs mn) FY21 FY22 FY23e FY24e FY25E

Balance Sheet

YE March (Rs mn) FY21 FY22 FY23e FY24e FY25E
Revenues 12415 15408 16689 20918 23,576  IcolrERTEENER
Raw Materials 3,541 4,568 5,430 6,485 7,356 Equity Share Capital T T8a T T8a T
% of sales 285 26 325 310 31.2 R:se:/es & sur plus 7,506 8,862 10,085 11,916 14,034
Personnel 2740 2937 3270 4195 4799 g holders Fpund 7690 9,006 10,270 12,100 14,218
% of sales 221 9.1 196 201 204 al Debt 2667 2567 2667 2767  2.867
R&D Expenses 597 746 768 966 1,088 ——— . - . - 2
% of sales 48 238 26 26 76 Other Liabilities 352 498 498 498 498

Total Liabiliti 10,7 12,111 13,434 15,364 17,582
Other Expenses 3204 3883 4,262 5380 5,887 A°ta"c;::’°'r:t:sfun = 0,709 3,43 5,36 58
% of sales 26.5 2.2 255 25.7 2.0 G:')c':ss Block 9,275 9,755 10,608 11,498 12,298
EBITDA 2,243 3.273 2,958 3,893 4,446 Net Block 5l217 5’206 5’586 5,766 5’899
Other Income 31 23 24 26 27 Capital WP 251 528 727 782 83
Depreciation 731 790 840 963 1,072 mvp Tmont . . . 5 .
EBIT 1,543 2507 2,143 2,956 3,401 estments

- Other Non-Current Assets 1,457 1,391 1,813 2,569 3,516

Finance cost 223 141 175 155 160 -

Inventories 2,379 3,105 3,429 4,298 4,844
Core PBT 1,289 2,342 1,944 2,775 3,214 -

- - Trade receivables 2,338 2,972 3,155 3,658 4,327
Extraordinary items 0 0 0 0 O Cash and bank balances 143 198 188 139 247
PBT 1,320 2,366 1,969 2,801 3,240

Other current assets 1,365 1,461 1,461 1,461 1,461
Tax-Total 390 818 460 672 778 otal Current Asset 6,225 7,736 8233 9,555 10,879
Tax Rate (%) - Total 29.5 346 234 24.0 24.0 T‘r’a:e ‘; :bles ssets T3 135 1oy 1ao1 21
PAT 930 1,548 1,509 2,129 2,463 Other Su:lrent liabilities 1'309 1,417 1'417 1,417 1'417
Adjusted PAT 930 1,548 1,509 2,129 2,463 — . . : s -
- Total Current Liabilities 2,441 2,750 2,926 3,309 3,549
Source: Company, SMIFS research estimates

. Net Current Assets 3,784 4,986 5,306 6,247 7,330

Key Ratios Total Assets 10,709 12,111 13,434 15,364 17,582

YE March FY FY22 FY23e FY24e LS Source: Company, SMIFS research estimates
Growth Ratios (%)
EBITDA 82.0 46.0 9.6 316 14.2
Adjusted PAT 285.8 66.4 2.5 41.1 15.7 Operating profit before WC
Margin Ratios (%) changes 2,418 3,237 2,958 3,893 4,446
Gross Margin 715 704 67.5 69.0 688  “Changes in working capital 1398 -1,088 331 989 -976
EB'TD;*B : igi i;; ﬂ; ijg ﬁ‘: Income tax Paid 197 411 ~460 672 778
ore . . . . . .

Adjusted PAT 7.5 10.0 9.0 10.2 10.4 :::,:,:I,Z‘SN from operating 822 1,738 2,168 2232 2,693
Return Ratios (%) Adj. OCF 582 1,576 1,994 2,077 2,532
ROE 12.8 18.5 15.6 19.0 18.7 _ _ _ _ _
ROCE 11.0 14.9 13.4 161 162 P 766 1,244 1,000 800 800
Turnover Ratios (days) Cas'h'fl'ow from investing 667 1214 1892 1928 2180
Gross Block Turnover (x) 1.4 1.6 1.6 1.9 2,0  Aactivities

Debt 31 -143 100 100 100
Adj OCF / Adj PAT (%) 63 102 132 98 103 "bividend paid 28 138 211 298 345
Debtors 65 63 69 71 71 Interest and lease liabilities -240 -163 -175 -155 -160
Inventory 66 65 75 75 75 CaS_h'fl_ow from financing 209 -a44 286 353 -405
Creditors 41 29 33 33 33 Aactivities
Cash conversion cycle 90 99 111 113 113 Net change in cash -143 80 -10 -49 108
Solvency Ratio (x) Source: Company, SMIFS research estimates
Debt-equity 0.3 0.3 0.3 0.2 0.2
Net debt-equity 0.3 0.3 0.2 0.2 0.2
Gross debt / EBITDA 1.2 0.8 0.9 0.7 0.6
Current Ratio 1.5 1.8 1.8 1.9 2.1
Interest coverage ratio 6.9 17.7 12.3 19.1 21.2
Dividend
DPS 1.5 2.3 2.3 3.2 3.7
Dividend Yield (%) 0.6 0.5 0.6 0.9 1.0
Dividend Payout (%) 14.9 13.4 14.0 14.0 14.0
Per share Ratios (Rs)
Adjusted EPS 10.1 16.8 16.4 23.1 26.7
CEPS 18.0 25.4 25.5 33.6 38.4
BV 83.4 98.2 111.7 131.5 154.5
Valuation (x)
Adj P/E 25.3 24.5 22.1 15.7 13.5
P/BV 3.1 4.2 3.2 2.8 2.3
EV/EBITDA 11.6 12.3 11.2 8.5 7.5
EV/Sales 1.1 1.7 2.4 1.6 1.4
Adj Mcap /Core PBT 18.2 16.1 17.1 12.0 10.3
Adj Mcap / Adj OCF 40.2 24.0 16.6 16.0 13.1

Source: Company, SMIFS research estimates

Indoco Remedies Ltd.
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Disclaimer

Analyst Certification:

We /I, the above-mentioned Research Analyst(s) of SMIFS Limited (in short “SMIFS / the Company”), authors and the
names subscribed to this Research Report, hereby certify that all of the views expressed in this Research Report
accurately reflect our views about the subject issuer(s) or securities and distributed as per SEBI (Research Analysts)
Regulations 2014. 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 Research Report. It is also confirmed that We/I, the above mentioned
Research Analyst(s) of this Research Report have not received any compensation from the subject companies mentioned
in the Research Report in the preceding twelve months and do not serve as an officer, director or employee of the
subject companies mentioned in the Research Report.

Terms & Conditions and Other Disclosures:

SMIFS Limited is engaged in the business of Stock Broking, Depository Services, Portfolio Management and Distribution
of Financial Products. SMIFS Limited is registered as Research Analyst Entity with Securities & Exchange Board of India
(SEBI) with Registration Number — INH300001474.

SMIFS and our associates might have investment banking and other business relationship with a significant percentage
of companies covered by our Research Analysts. SMIFS generally prohibits its analysts, persons reporting to analysts and
their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this Research Report have been prepared by SMIFS and are subject to change without
any notice. The Research Report and information contained herein is strictly confidential and meant solely for the
selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any
other person or to the media or reproduced in any form, without prior written consent of SMIFS Limited. While we
would endeavour to update the information herein on a reasonable basis, SMIFS is under no obligation to update or
keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent SMIFS from
doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such
suspension is in compliance with applicable regulations and/or policies of SMIFS, in circumstances where SMIFS might
be acting in an advisory capacity to this company, or in certain other circumstances.

This Research Report is based on information obtained from public sources and sources believed to be reliable, but no
independent verification has been made nor is its accuracy or completeness guaranteed. This Research Report and
information herein is solely for informational purpose and shall not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Securities as defined in clause
(h) of section 2 of the Securities Contract Act, 1956, includes Financial Instruments, Currency and Commodity
Derivatives. Though disseminated to all the customers simultaneously, not all customers may receive this Research
Report at the same time. SMIFS will not treat recipients as customers by virtue of their receiving this Research Report.
Nothing in this Research Report constitutes investment, legal, accounting and tax advice or a representation that any
investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions
expressed in this Research Report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in
substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. SMIFS accepts no liabilities whatsoever for any loss or damage of any kind arising

Management Meeting Indoco Remedies Ltd. 5
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out of the use of this Research Report. Past performance is not necessarily a guide to future performance. Investors are
advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets.
Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions
and may be subject to change without notice. The information given in this report is as of date of this report and there
can be no assurance that future results or events will be consistent with this information. The information provided in
this report remains, unless otherwise stated, the copyright of SMIFS. All layout, design, original artwork, concepts and
intellectual Properties remains the property and copyright of SMIFS and may not be used in any form or for any purpose
whatsoever by any party without the express written permission of the SMIFS.

SMIFS shall not be liable for any delay or any other interruption which may occur in presenting the data due to any
reason including network (Internet) reasons or snags in the system, breakdown of the system or any other equipment,
server breakdown, maintenance shutdown, breakdown of communication services or inability of SMIFS to present the
data. In no event shall SMIFS be liable for any damages, including without limitation direct or indirect, special, incidental,
or consequential damages, losses or expenses arising in connection with the data presented by the SMIFS through this
report.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (a)
Exchange Rates can be volatile and are subject to large fluctuations; (b) the value of currencies may be affected by
numerous market factors, including world and notional economic, political and regulatory events, events in Equity &
Debt Markets and changes in interest rates; and (c) Currencies may be subject to devaluation or government imposed
Exchange Controls which could affect the value of the Currency. Investors in securities such as Currency Derivatives,
whose values are affected by the currency of an underlying security, effectively assume currency risk.

Since associates of SMIFS are engaged in various financial service businesses, they might have financial interests or
beneficial ownership in various companies including the subject company/companies mentioned in this Research
Report.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may: (i)
from time to may have long or short positions in, and buy or sell the Securities, mentioned herein or (ii) be engaged in
any other transaction involving such Securities and earn brokerage or other compensation of the Subject Company/
companies mentioned herein or act as an Advisor or Lender/Borrower to such Companies or have other
potential/material Conflict of Interest with respect to any recommendation and related information and opinions at the
time of the publication of the Research Report or at the time of Public Appearance.

SMIFS does not have proprietary trades but may at a future date, opt for the same with prior intimation to Clients/
Investors and extant Authorities where it may have proprietary long/short position in the above Scrip(s) and therefore
should be considered as interested.

The views provided herein are general in nature and do not consider Risk Appetite or Investment Objective of any
particular Investor; Clients/ Readers/ Subscribers of this Research Report are requested to take independent
professional advice before investing, however the same shall have no bearing whatsoever on the specific
recommendations made by the analysts, as the recommendations made by the analysts are completely independent
views of the Associates of SMIFS even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the Research Report.

The information provided herein should not be construed as invitation or solicitation to do business with SMIFS.

Management Meeting Indoco Remedies Ltd. 6
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SMIFS or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities
of the Company mentioned in the Research Report as of the last day of the month preceding the publication of the
Research Report.

SMIFS encourages independence in Research Report preparation and strives to minimize conflict in preparation of
Research Report. Accordingly, neither SMIFS and their Associates nor the Research Analysts and their relatives have any
material conflict of interest at the time of publication of this Research Report or at the time of the Public Appearance, if
any.

SMIFS 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.

SMIFS or its associates might have received any compensation from the companies mentioned in the Research Report
during the period preceding twelve months from the date of this Research Report for services in respect of managing or
co-managing public offerings, corporate finance, investment banking, brokerage services or other advisory service in a
merger or specific transaction from the subject company.

SMIFS or its associates might have received any compensation for products or services other than investment banking
or brokerage services from the subject companies mentioned in the Research Report in the past twelve months.

SMIFS or its associates or its Research Analysts did not receive any compensation or other benefits whatsoever from the
subject companies mentioned in the Research Report or third party in connection with preparation of the Research
Report.

Compensation of Research Analysts is not based on any specific Investment Banking or Brokerage Service Transactions.
The Research Analysts might have served as an officer, director or employee of the subject company.

SMIFS and its Associates, Officers, Directors, Employees, Research Analysts including their relatives worldwide may have
been engaged in market making activity for the companies mentioned in the Research Report.

SMIFS may have issued other Research Reports that are inconsistent with and reach different conclusion from the
information presented in this Research Report.

A graph of daily closing prices of the securities/commodities is also available at www.nseindia.com and/or

www.bseindia.com, www.mcxindia.com and/or www.icex.com.

SMIFS submit’ s that no material disciplinary action has been taken on the Company by any Regulatory Authority
impacting Equity Research Analysis activities in last 3 years.

This Research Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability
or use would be contrary to law, regulation or which would subject SMIFS and affiliates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to
inform themselves of and to observe such restriction.
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1. SMIFS, Research Analyst and/or his relatives does not have financial interest in the subject company, as they do

Specific Disclosures

not have equity holdings in the subject company.

2. SMIFS, Research Analyst and/or his relatives do not have actual/beneficial ownership of 1% or more securities
in the subject company.

3. SMIFS, Research Analyst and/or his relatives have not received compensation/other benefits from the subject
company in the past 12 months.

4. SMIFS, Research Analyst and/or his relatives do not have material conflict of interest in the subject company at
the time of publication of research report.

5. Research Analyst has not served as director/officer/employee in the subject company

6. SMIFS has not acted as a manager or co-manager of public offering of securities of the subject company in past
12 months.

7. SMIFS has not received compensation for investment banking/ merchant banking/brokerage services from the
subject company in the past 12 months

8. SMIFS has not received compensation for other than investment banking/merchant banking/brokerage services
from the subject company in the past 12 months.

9. SMIFS has not received any compensation or other benefits from third party in connection with the research
report.

10. SMIFS has not engaged in market making activity for the subject company

Analyst holding in stock: NO

Key to SMIFS Investment Rankings

Buy: Return >15%, Accumulate: Return between 5% to 15%, Reduce: Return between -5% to +5%, Sell: Return <-5%

Contact us:
SMIFS Limited. (https://www.smifs.com/)

Compliance Officer:

Sudipto Datta,

5F Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No.: +91 33 4011 5401 / +91 33 6634 5401

Email Id.: compliance@smifs.com

Mumbai Office:

206/207, Trade Centre, Bandra Kurla Complex (BKC), Bandra East, Mumbai — 400051, India
Contact No.: (D) +91 22 4200 5508, (B) +91 22 4200 5500

Email Id: institutional.equities@smifs.com

Kolkata Office:

Vaibhav, 4 Lee Road, Kolkata 700020, West Bengal, India.
Contact No.: (D) +91 33 6634 5408, (B) +91 33 4011 5400
Email Id: smifs.institutional@smifs.com
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