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Relative Price Chart 

Improved performance; change in revenue mix impacted margins 

Granules (GIL) posted revenues of INR 9,968mn with 18% YoY growth, which was 5.2% below our 
estimate of INR 10,517mn. Revenue miss was mainly due to slower growth in the finished dosages 
(FD) segment. During Q3, FDs grew by 8.4% (YoY), PFIs grew by 32.4% (YoY), and API sales im-
proved by 24.4% (YoY). GIL has witnessed an increase in key raw material costs along with higher 
freight costs. Despite taking price increase by renegotiation with some of its customers, continued 
increasing input cost and lower revenue from FD severely impacted its gross margins by 707bps 
(YoY), which resulted in 762bps (YoY) contraction in EBITDA margin to 17.4% (est.18.8%) in 
Q3FY22. The management expects to continue to pass on the RM cost increases to their customers 
in Q4FY22. GIL reported a PAT of INR 1009mn, which was below our estimate of INR 1192mn due to 
ordinary operational performance. As per management, the KSM supply situation is likely to improve 
in the coming quarters with a restart of PAP capacity by the biggest supplier in China. Moreover, the 
company is now working towards backward integration for most of its key KSMs, focusing on green 
chemistry to reduce external dependence. The management has stated that it is looking to decrease 
the share of core molecules from 81% to 60% by FY25, focusing on launching higher-margin products 
across different geographies. GIL to incur capex amounting of INR 3bn/ year for FY23 and F24, which 
is likely to be entirely funded by internal accruals, thus keeping the debt at similar levels. The       
management expects the business to grow at a healthy pace over the next three to four years, driven 
by the healthy ANDA pipeline of 60 products for the FD business in the US, of which 48 were        
approved (incl two tentative approvals) and 12 pending for approvals till end-Q3FY22. The company 
expects to continue filing 10-12 ANDAs and launch 8-10 products per year in the US market. GIL filed 
two ANDA, two Canadian Dossiers, one US DMF, and one CEP during the quarter and received three 
ANDA approvals.  As part of the vertical integration strategy, GIL aims to file ANDAs for several of 
these APIs to forward integrate into FDs. 

Valuation & Outlook 

Despite near-term challenges related to KSM supply, we remain optimistic about the company's    
long-term growth prospects on the back of better growth in profitability, a healthy balance sheet, and 
improving return ratios. At the CMP (INR 310), the stock trades at 10.3x FY24e EPS and 6.1x        
EV/EBITDA. We believe the stock to witness gradual re-rating on the back of a stronger product pipe-
line coupled with increasing market share in existing molecules. However, we trim our earnings     
estimates for FY23/FY24 by 8.8%/9.6%, respectively, due to higher than anticipated contraction in 
margins. We reiterate our BUY rating with a revised target price of INR 393 (earlier INR 400), valuing 
the stock at 13x P/E.  
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Key Financials (Consolidated) 

 YE March (Inr. mn)   FY20   FY21   FY22E   FY23E   FY24E  

Revenue 25,986 32,375 37,405 45,097 54,463 

Growth % 14% 25% 16% 21% 21% 

EBITDA 5,253 8,552 7,172 9,552 11,904 

Growth% 37% 63% -16% 33% 25% 

Net Profit 3,354 5,495 4,422 5,757 7,479 

Growth % 42% 64% -20% 30% 30% 

Diluted EPS 14 22 18 23 30 

Growth % 42% 64% -20% 30% 30% 

Profitability & Valuation 

EBIDTA (%) 20.2% 26.4% 19.2% 21.2% 21.9% 

NPM (%) 12.9% 17.0% 11.8% 12.8% 13.7% 

RoE (%) 19.9% 27.4% 18.6% 20.2% 21.6% 

RoCE (%) 16.3% 27.1% 18.9% 20.8% 23.1% 

P/E (x) 22.9 14.0 17.4 13.3 10.3 

EV/EBITDA (x) 15.6 9.5 11.1 8.1 6.1 

P/BV (x) 4.2 3.5 3.0 2.5 2.0 
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 Variance Analysis  

 YE March (INR. Mn)   Q3 

FY22  
 Q2 

FY22  
 Q-o-Q 

change %  
 Q3 

FY21  
 Y-o-Y 

change %  

 Net Sales   9,968 8,883 12.2% 8,445 18.0% 

 Other Operating Income  0 0   0   

 Total Revenue  9,968 8,883 12.2% 8,445 18.0% 

 Less:             

 Raw Material Cost  5,319 4,366 21.8% 3,910 36.0% 

 Operating & Manufacturing Expenses  1,858 2,080 (10.7%) 1,589 17.0% 

 Employee Cost  1,053 925 13.8% 831 26.7% 

 Loss on Foreign Exchange Loan  0 0 0.0% 0 0.0% 

 Total Expenditure  8,230 7,372 11.7% 6,330 30.0% 

 EBITDA  1,737 1,512 14.9% 2,116 (17.9%) 

 Less: Depreciation  392 398 (1.5%) 368 6.5% 

 EBIT  1,345 1,113 20.8% 1,747 (23.0%) 

 Less: Interest  45.9  54.6  (16.0%) 72.4  (36.6%) 

 Add: Other income   49 44 11.8% 164 (70.3%) 

 Exceptional Items  0 0   0   

 Profit before tax  1,348 1,102 22.3% 1,839 (26.7%) 

 Adjusted Profit before Tax  1,348 1,102 22.3% 1,839 (26.7%) 

 Less: Total Tax  339 296 14.7% 371 (8.6%) 

 Profit After Tax  1,009 807 25.0% 1,468 (31.3%) 

 Share of Profits  0 0 NA 0 NA 

 Minority Interest  0 0   0   

 Adjusted Profit After Tax  1,009 807 25.0% 1,468 (31.3%) 

 Diluted EPS (INR.)  4.1 3.3 25.0% 5.9 (31.3%) 

 Adjusted Diluted EPS  4.1 3.3 25.0% 5.9 (31.3%) 

 Diluted No of Share (mn)  248 248   248   

 Margin Analysis %      
Change 

 in bps 
  

Change 

 in bps 

 Gross Margin %  46.6% 50.9% -422 53.7% -707 

 EBITDA Margin %  17.4% 17.0% 41 25.1% -762 

 EBIT Margin %  13.5% 12.5% 96 20.7% -719 

 NPM %  10.1% 9.1% 104 17.4% -726 

 Effective Tax Rate %  25.2% 26.8% -166 20.2% 499 

    B P    W E A L T H 

Source: Company, BP Equities Research 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Revenue came below our 
estimate due to slower 
growth in the Finished     
dosage segment. 

Reported PAT was below our 
estimate of INR 1,237mn due 
to ordinary operational        
performance   

EBITDA margin came below 
our estimate of 18.8% due to 
reduction in Gross margin 
and increase in Freight cost 
by INR 289 mn on account of 
shortage of containers and 
R&D cost increased by      
INR 126 mn as part of future 
growth strategy  
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Revenue growth trend  EBITDA growth trend 

PAT growth trend    Gross/ EBITDA/ PAT margin trend 

Source: Company, BP Equities Research 
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Geography Wise Contribution Trend  

 

Vertical Wise Contribution Trend  

Source: Company, BP Equities Research 

R&D spend trend Contribution from other molecules to grow substantially 
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Profit & Loss A/c ( Consolidated) 
YE March (INR. Mn)  FY19   FY20   FY21   FY22E   FY23E   FY24E  
Revenues 22,792 25,986 32,375 37,405 45,097 54,463 

Growth % 35.3% 14.0% 24.6% 15.5% 20.6% 20.8% 

Total Operating Revenue 22,792 25,986 32,375 37,405 45,097 54,463 

Growth % 35.3% 14.0% 24.6% 15.5% 20.6% 20.8% 

Less:             

Raw Material Consumed 12,556 12,809 13,913 18,807 21,994 26,031 

Employee Cost 2,098 2,590 4,082 4,716 5,686 6,867 

Other Expenses  4,298 5,334 5,829 6,710 7,865 9,662 

Total Operating Expenditure 18,952 20,733 23,823 30,234 35,545 42,559 

EBITDA 3,840 5,253 8,552 7,172 9,552 11,904 

Growth % 37.9% 36.8% 62.8% -16.1% 33.2% 24.6% 

Less: Depreciation 1,055 1,370 1,515 1,533 2,284 2,524 

EBIT 2,786 3,884 7,038 5,639 7,268 9,380 

Growth % 37.7% 39.4% 81.2% -19.9% 28.9% 29.1% 

Interest Paid 285 270 263 280 263 245 

Non-operating Income 267 366 269 311 374 452 

Profit Before tax 2,768 4,256 7,044 5,669 7,380 9,587 

Tax 891 1,157 1,549 1,247 1,623 2,108 

Net Profit before Minority 1,877 3,099 5,495 4,422 5,757 7,479 

Minority Interest 0 0 0 0 0 0 

Net Profit 2,364 3,354 5,495 4,422 5,757 7,479 

Adjusted Profit 2,364 3,077 5,495 4,422         5,757  7,479 

Reported Diluted EPS Rs  9.5  13.5  22.2  17.9  23.2  30.2  
Growth % 78.3% 41.9% 63.8% -19.5% 30.2% 29.9% 

Adjusted Diluted EPS Rs  9.5  12.4  22.2  17.9  23.2  30.2  
Growth % 78.3% 30.1% 78.6% -19.5% 30.2% 29.9% 

Cash Flows  ( Consolidated) 
YE March (INR. Mn) FY19 FY20 FY21 FY22E FY23E FY24E 

PAT 2,364  3,354  5,495  4,422  5,757  7,479  
Less: Non Operating Income  (267) (366) (269) (311) (374) (452) 
Add: Depreciation 1,055  1,370  1,515  1,533  2,284  2,524  
Add: Interest Paid 285  270  263  280  263  245  
Operating Profit before Working Capital Changes 3,437  4,351  7,003  5,925  7,929  9,795  
(Inc)/Dec in Current Assets (513) (1,705) 357  (1,296) (1,981) (2,413) 
Inc/(Dec) in Current Liabilities 1,228  1,526  1,690  1,802  1,736  2,238  
Changes in Inventory (1,043) (542) (3,437) (1,215) (1,858) (2,263) 
Net Cash Generated From Operations 3,109  3,630  5,612  5,216  5,825  7,358  
Cash Flow from Investing Activities             

(Inc)/Dec in Fixed Assets (2,733) (4,023) (2,795) (4,000) (3,000) (3,000) 
(Inc)/Dec in Capital Work In Progress (334) 1,754  (367) 0  0  0  
(Inc)/Dec in Investment (Strategic) 520  263  918  0  0  0  
(Inc)/Dec in Investment (Others) (98) (312) (487) 1,104  (31) (38) 
Add: Non Operating Income  267  366  269  311  374  452  
Net Cash Flow from/(used in) Investing Activities (2,917) (41) (2,458) (2,585) (2,657) (2,586) 
Cash Flow from Financing Activities 0  0  0  0  0  0  
Inc/(Dec) in Total Loans (65) (1,492) (821) 500  (500) (500) 
Inc/(Dec) in Reserves & Surplus 87  (31) (1,629) 0  0  0  
Inc/(Dec) in Equity 56  73  (189) 0  0  0  
Dividend Paid (254) (254) (381) (381) (444) (508) 
Less: Interest Paid (285) (270) (263) (280) (263) (245) 
Adjustments 3  56  0  (0) 0  0  
Net Cash Flow from Financing Activities (457) (1,640) (3,283) (161) (1,207) (1,253) 
Net Inc/Dec in cash equivalents (266) 1,949  (129) 2,470  1,961  3,519  
Opening Balance  1,156  890  2,839  2,710  5,180  7,141  
Closing Balance Cash and Cash Equivalents 890  2,839  2,710  5,180  7,141  10,660  

Source: Company, BP Equities Research 
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Balance Sheet ( Consolidated) 
YE March( INR. mn)  FY19   FY20   FY21   FY22E   FY23E   FY24E  
Liabilities             

Equity Capital 254 254 248 248 248 248 

Share application money pending allotment 110 183 0 0 0 0 

Reserves & Surplus 14,931 18,000 21,485 25,527 30,839 37,810 

Equity 15,295 18,437 21,733 25,774 31,087 38,058 

Preference Share Capital 0 0 0 0 0 0 

Net Worth 15,295 18,437 21,733 25,774 31,087 38,058 

Minority Interest             

Net Deferred tax liability/(Asset)  738 645 252 252 252 252 

Total Loans 9,330 7,932 7,504 8,004 7,504 7,004 

Capital Employed 25,363 27,014 29,488 34,030 38,843 45,314 

Assets             

Gross Block 14,729 18,752 21,547 25,547 28,547 31,547 

Less: Depreciation 5,287 6,713 8,227 9,760 12,044 14,568 

Net Block 9,442 12,040 13,320 15,787 16,503 16,980 

Capital WIP 3,235 1,481 1,848 1,848 1,848 1,848 

Long Term Loans & Advances 457 769 1,256 152 183 221 

Intangible assets under development 1,725 1,461 543 543 543 543 

Non Current Investments 2,104 193 190 190 190 190 

Current Assets             

Inventories 3,842 4,384 7,822 9,037 10,895 13,158 

Sundry Debtors 6,735 7,352 7,654 8,843 10,662 12,876 

Cash and Bank Balance 890 2,839 2,710 5,180 7,141 10,660 

Loans and Advances 985 918 100 115 139 168 

Other Current Assets 370 426 585 676 815 984 

Total Current Assets 12,822 17,018 19,970 24,951 30,752 38,946 

Less: Current Liabilities & Provisions             

Sundry Creditors 3,235 4,300 5,410 6,866 8,073 9,666 

Provisions 52 117 220 254 307 370 

Other Current Liabilities 1,136 1,532 2,008 2,320 2,797 3,377 

Total Current Liabilities & Provisions 4,423 5,948 7,638 9,440 11,176 13,413 

Capital Applied 25,363 27,014 29,488 34,030 38,843 45,314 

Key Ratios ( Consolidated) 
YE March (INR. mn)  FY19   FY20   FY21   FY22E   FY23E   FY24E  
Key Operating Ratios             

EBITDA  Margin (%) 16.8% 20.2% 26.4% 19.2% 21.2% 21.9% 

Tax / PBT (%) 32.2% 27.2% 22.0% 22.0% 22.0% 22.0% 

Net Profit Margin (%) 10.4% 12.9% 17.0% 11.8% 12.8% 13.7% 

RoE (%) 16.7% 18.2% 27.4% 18.6% 20.2% 21.6% 

RoCE (%) 12.6% 16.3% 27.1% 18.9% 20.8% 23.1% 

Current Ratio (x) 2.9x 2.9x 2.6x 2.6x 2.8x 2.9x 

Dividend Payout (%) 10.8% 7.6% 6.9% 8.6% 7.7% 6.8% 

Book Value Per Share (INR.) 61.8  74.5  87.8  104.1  125.5  153.7  
              

Financial Leverage Ratios             

Net Debt/ Equity (x) 0.6  0.3  0.2  0.1  0.0  (0.1) 
Interest Coverage (x) 13.5x 19.4x 32.5x 25.6x 36.3x 48.5x 

Interest / Debt (%) 3.0% 3.1% 3.4% 3.6% 3.4% 3.4% 

              

Growth Indicators %             

Growth in Gross Block (%) 22.8% 27.3% 14.9% 18.6% 11.7% 10.5% 

Sales Growth (%) 35.3% 14.0% 24.6% 15.5% 20.6% 20.8% 

EBITDA Growth (%) 37.9% 36.8% 62.8% (16.1%) 33.2% 24.6% 

Net Profit Growth (%) 78.3% 41.9% 63.8% (19.5%) 30.2% 29.9% 

Diluted EPS Growth (%) 78.3% 41.9% 63.8% (19.5%) 30.2% 29.9% 

              

Turnover Ratios             

Debtors Days 108 103 86 86 86 86 

Creditors Days 62 76 83 83 83 83 

Inventory Days 62 62 88 88 88 88 

Source: Company, BP Equities Research 



 

 

Weekly Wealth                                                                    

Institutional  Research                           BP Equities Pvt. Limited (www.bpwealth.com)                        09/02/20 22            7  

            BP Equities reports are also available on Bloomberg [BPEP <GO>]  

Research Desk                                                                      Tel: +91 22 61596406 

Disclaimer Appendix 

 

Institutional Sales Desk                        Tel:  +91 22 61596403/04/05 

Analyst (s) holding in the Stock :  Nil 

Analyst (s) Certification: 

We analysts and the authors of this report, hereby certify that all of the views expressed in this research report accurately reflect our 
personal views about any and all of the subject issuer (s) or securities. We also  certify that no part of our compensation was, is, or will 
be directly or indirectly related to the specific recommendation (s) or view (s) in this report. Analysts aren't registered as research ana-
lysts by FINRA and might not be an associated person of the BP Equities Pvt. Ltd. (Institutional Equities). 

General Disclaimer 

This report has been prepared by the research department of BP EQUITIES Pvt. Ltd, is for information purposes only. This report is not 
construed as an offer to sell or the solicitation of an offer to buy or sell any security in any jurisdiction where such an offer or solicitation 
would be illegal.  

BP EQUITIES Pvt. Ltd have exercised due diligence in checking the correctness and authenticity of the information contained herein, so 
far as it relates to current and historical information, but do not guarantee its accuracy or completeness. The opinions expressed are our 
current opinions as of the date appearing in the material and may be subject to change from time to time. Prospective investors are cau-
tioned that any forward looking statement are not predictions and are subject to change without prior notice.  

Recipients of this material should rely on their own investigations and take their own professional advice. BP EQUITIES Pvt. Ltd or any 
of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvert-
ent error in the information contained in this report. BP EQUITIES Pvt. Ltd. or any of its affiliates or employees do not provide, at any 
time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied 
warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should rely on their own 
investigations. 

BP EQUITIES Pvt. Ltd and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities men-
tioned in this report. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to 
update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, or other reasons that pre-
vent us from doing so.  

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by any person in any 
locality, state and country or other jurisdiction where such distribution, publication or use would be contrary to the law or regulation or 
would subject to BP EQUITIES Pvt. Ltd or any of its affiliates to any registration or licensing requirement within such jurisdiction. 

    B P    W E A L T H 

Corporate Office:  
4th floor,  
Rustom Bldg,  
29, Veer Nariman Road, Fort,  
Mumbai-400001 

Phone- +91 22 6159 6464   
Fax-+91 22 6159 6160  

Website- www.bpwealth.com  

Registered  Office: 
24/26, 1st Floor, Cama Building,  
Dalal street, Fort,  
Mumbai-400001 

 

BP Wealth Management Pvt. Ltd.  
CIN No: U67190MH2005PTC154591  

 

BP Equities Pvt. Ltd.  
CIN No: U67120MH1997PTC107392  

 


