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Target: X 1295(25%)

CMP:X 1040 Target Period: 12 months

August 26, 2024

Peformance steady under the new ownership;
outlook upbeat...

About the stock: Glenmark Life Sciences Limited (GLS) is a leading developer and
manufacturer of APIs (~93% of FY24 revenues) with major focus in chronic
therapeutic areas such as cardiovascular disease, central nervous system disease,
pain management and diabetes. GLS caters to over 700 customers in more than 75
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Market Capitalisation F 12743 crore

countries with a product basket of +150 products. Glenmark Pharmaceuticals (GPL) Debt (FY24) F 17 crore
is the largest customer which accounts for ~33% of the overall sales. Cash (FY24) = 301 crore
The company is also into CDMO services (~7% of FY24 revenues) catering to a EV X 12458 crore
range of multinational and specialty pharmaceutical companies. 52 week H/L 1063/610
It owns a total reactor capacity of ~1198 KL with manufacturing facilities at Fauity capital < 24.5 crore
Ankaleshwar, Dahej in Gujarat and Mohol, Kurkumbh in Maharashtra. Face value T2

In 2023, Nirma acquired 75% stake in GLS from Glenmark Pharmaceuticals Limited.

Investment Rationale:

Shareholding pattern

Sep-23 Dec-23 Mar-24 jun-24
Promoters 82.9 82.9 82.9 82.9

e Q1FY25 - YoY numbers muted but sequential recovery solid: bils 06 07 14 16
Revenues grew 5%/11% on YoY/QoQ basis to X 578 crore driven by non- Flls 44 46 50 48
Other 121 | 118 @ 107 | 108

GPL API sales which grew 10%/7% on YoY/QoQ basis to X 339 crore. API
sales to Glenmark Pharma on the other hand were flat on YoY basis but
grew ~18% QoQ to X 196 crore. CDMO sales de-grew 5% YoY but grew
~20% QoQ to X 42.5 crore on expected lines as the major deal traction is
expected in H2. EBITDA de-grew ~18% YoY but grew ~13% QoQ to X 160
crore. PAT de-grew 18% YoY but grew 14% QoQ to 112 X crore. The
numbers reflect a steady path under the new regime with most of the
parameters improving sequentially. The only blot was GPM which were
down on YoY as well as QoQ basis (even after considering the loss of PLI
benefits).

e Future growth levers- capacity expansion, CDMO momentum,
traction for differentiated products: GLS has earmarked significant
capacity addition (X 700 crore capex in two years) which is expected to take
the overall reactor capacity to 1424 KL by FY25 and 2644 KL by FY27,
including 400 KL for backward integration. This, we believe could be a
significant ramp up for execution from FY26 onwards. While the non-GPL
business is expected to grow at a faster pace, the GPL business could be in
slower lane but remains stickier despite GPL's complete exit from the
company. The CDMO business caters to 3 Projects currently and the
company is confident to commercialize two more projects in H2FY25. The
niche HP API portfolio now extends to 20 products with an addressable
market of US$ 40 billion.

Rating and Target price
e  Our target price is X 1295 based on 27x FY26E EPS of X 47.9

Key Financial Summary
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(X Crore) FY20 Fy21 FY22 FY23 FY24 CAGR FY20-24 (%) FY25E FY26E  CAGR FY24-26E (%)
Revenues 1537.3 1885.2 21232 2161.2 22833 10.4 2480.1 2802.0 10.8
EBITDA 472.0 591.1 616.1 642.3 674.3 9.3 729.9 8442 11.9
EBITDA Margins (%) 307 ' 314 ' 2900 " 297 T 295 " 294 7 301

Net Profit 313.1 351.6 4187 467.0 471.0 10.7 516.9 586.7 116
Adjusted EPS(R) 3195 358.7 34.2 38.1 38.4 422 47.9

PE (x) 33 2.9 30.4 27.3 27.1 24.7 21.7

EV/EBITDA (x) 27.0 214 19.9 19.4 185 17.1 148

RoCE (%) 1087 72.1 28.4 286 26.2 25.0 246

RoE (%) 77.9 46.7 20.4 218 202 19.2 189

Source: Company, ICICI Direct Research
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Exhibit 1: Quarterly Summary

(X crore) Q3FY21 Q4FY21 QIFY22 Q2FY22 Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24 QIFY25 Yo (%) QoQ (%)
Net Sales 4954 4626 5192 5537 5120 5025 4691 4843 507.8 5867 5506 5681 546.0 5200 577.9 5.0 11.1
Other Operating Income 48 46 5.7 81 105 116 208 251 329 346 279 273 268 166 107  -616  -354
Total Operating Income ¥ 50027 46727 52497 561.87 52257 51417 48997 50047 54077 62137 57857 50547 57287 53667 5386 1.7 9.7
Variable Cost of Sales 2436 1925 2504 2712 2572 2551 2239 2400 2648 280.4 2480 2731 2422 2387 287.3 16.0 206
% of Revenue 487 412 494 483 492 496 467 471 490 451 429 450 423 445 4897 602bps” 441 bps
Gross Profit 256.6 2747 2655 2905 2653 2589 261.0 269.4 2759 340.9 3305 3223 3306 297.9 3008 -9.0 1.0
Graoss Profit Margin (%) 513 588 506 517 50.8 504 533 529 510 549 571 541 577 555 51.1"-602 bps”-441bps
Employee Expenses 376 375 369 486 441 391 405 474 485 438 481 667 711 723  56.8 181  -21.3
% of Revenue 75 8.0 7.0 8.6 8.4 7.6 8.3 9.3 2.0 7.1 83 112 124 135 9.7 134bps -381bps
Other Expenditure 641 673 681 746 751 776 737 783 819 907 891 885 87.0 842 845 52 0.4
% of Revenue 128 144 130 133 144 151 151 154 151 146 154 149 152 157 14.4"-105bps"-134 bps
Total Expenditure 3454 2973 3644 3944 3764 3718 3431 3657 3953 4149 3853 4283 4002 3952 4291 11.4 8.6
% of Revenue 0.0 636 694 702 720 723 700 718 731 668 666 719 699 736 7297 630bps” -74bps
EBITDA 1548 1699 1605 167.3 146.1 1422 1468 1437 1455 2064 1932 1671 1726 1414 1595  -175 12.8
EBITDA Margin (%) 310 364 306 298 280 277 300 282 269 332 334 281 301 264 27.1"-630bps” 74bps
Depreciation 8.4 8.4 8.9 9.7 9.7 9.6 9.9 99 108 115 126 131 132 145 144 14.1 -1.0
Interest 217 212 206 7.2 0.1 0.1 0.1 0.1 0.2 0.1 0.4 0.4 0.4 0.4 04  -109 3.0
Other Income 0.4 0.3 4.0 2.1 35 5.1 95 100 6.6 28 1.9 5.4 17 3.1 55 1968 75.4
PBT 1412 1568 1448 1677 1522 1465 147.0 1435 1495 2150 2036 1745 18377 15257 1680  -175 10.2
Total Tax 318 359 341 373 361 387 375 367 361 513 466 402 419 317 388  -168 221
Tax rate (%) 225 229 235 223 237 264 255 256 242 238 229 230 228" 208" 231" 20bps” 225bps
PAT 934 1047 1009 1152 1037 989 1087 1070 1050 1464 1355 1188 1188 0979 1115  -177 13.8
PAT Margin (%) 187 224 192 205 198 192 222 210 194 236 234 199 207 183 139 -448bps 69 bps

Q1FY25 Results / Conference updates

e Europe faced some challenge on the demand outlook, hence moderate
growth is anticipated for the rest of the world, with a slight improvement
is expected from January.

e Japan is recovering after bottoming out last year.

e CDMO segment to pick up from Q3FY25 onwards.

e Total DMF and CEP filings have crossed 532 with cardiovascular and
central nervous system disorder therapies seeing the highest filings to the
tune of 251.

e Three high-potency API and two synthetic small molecules added this
quarter.

e The first phase of Solapur should complete by 18 to 20 months.

e CDMO commercial supplies for 4% project should start in Q3, but it could
spill over into Q4 as well. Also 5t project to kick in by late Q3, early Q4
again.

e Company is witnessing good interest from US speciality side.

e The current year capex plan is going to be in the range of X300 crore to
X350 crore in FY25 and will be on similar lines for FY26.

e For 65 molecules which GLS supplies to GPL, GLS enjoys around 90%
wallet share with GPL.

e In CDMO, the company expects incremental X100 crore business by mid
next year.

e  Working capital will inch up to some extent going forward.

e On 24t July the Ankleshwar facility of GLS received closure notice from
GPCB which was subsequently revoked on 14" August.

ICICI Securities | Retail Research 2
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Financial Tables

Exhibit 3: Profit and loss statement X crore

(Year-end March)/ (X crore)
Total Operating Income
Growth (%)

Raw Material Expenses
Gross Profit

Gross Profit Margins (%)
Employee Expenses

Other Expenditure

Total Operating Expenditure
EBITDA

Growth (%)

Interest

Depreciation

Other Income

PBT before Exceptional Items
Less: Exceptional ltems
PBT after Exceptional ltems
Total Tax

PAT before MI

PAT

Growth (%)

EPS (Adjusted)

r

r

Fr23
2,161.2
187
1,014.1
1,147.1
53.1
180.2
324.7
1,518.9
642.3
43
05
421
29.0
6286”7
0.0
62867
161.6
467.0
467.0
11.5
38.1

Fy24 FY25E  FY26E
2,283.3 2,480.1 2,802.0
56”7 86" 130
1,002.0 1,164.4 17274.9
1,281.3 1,315.7 1527.2
56.1 53.1 54.5
258.2  227.1 2626
348.8 3588  420.3
1,609.0 1,750.3 1,957.8
6743 7299 8442
5.0 8.2 15.7

15 15 2.3
53.5 53.5 75.2
12.0 23.1 26.1
631.47 698.0" 7920
0.0 0.0 0.0
6314”7 so9s0” 7929
160.4  181.2  206.2
471.0 5169 586.7
4710 5169 586.7
0.9 9.7 13.5
38.4 42.2 47.9

Source: Company, ICICI Direct Research

Exhibit 4: Cash flow statement X crore

(Year-end March)/ (X crore)
Profit/(Loss) after taxation

Add: Depreciation & Amortizatior
Net Increase in Current Assets
Net Increase in Current Liabilities
Others

CF from Operating activities

Investments

(Purchase)/Sale of Fixed Assets
Others

CF from Investing activities

(inc)/Dec in Loan

Dividend & Dividend tax
Other

CF from Financing activities

MNet Cash Flow

Cash and Cash Equivalent
Cash

Free Cash Flow

Fy23
475.0
42.1
-295.1
98.2
-6.8
3134

0.1
-170.0
15.8
-154.1

-16

-385.9
0.0”

-387.6

-228.3
512.2
283.8
143.4

Fy24
468.3
53.5
-100.0
-34.1
25.8
4135

0.0
-1285
12.0
-116.5

37

-275.7
00"

-279.4

17.6
283.8
3014
285.0

FY25E
516.9
53.5
-122.8
155
1.5
464.5

0.0
-340.0
0.8
-339.2

20.0
-155.1

-157

-136.5

-11.2
301.4
290.3
1245

FY26E
586.7
75.2
-145.6
37.7
2.3
556.3

0.0
-350.0
0.8
-349.2

20.0
-176.0
-2.3
-158.3

48.8
290.3
339.1
206.3

Source: Company, ICICI Direct Research

Exhibit 5: Balance Sheet X crore [l Exhibit 6: Key ratios

(Year-end March)

Equity Capital

Reserve and Surplus

Total Shareholders funds
Total Debt

Deferred Tax Liability
Long-Term Provisions

Other Non Current Liabilities
Source of Funds

Gross Block - Fixed Assets
Accumulated Depreciation
Met Block

Capital WIP

Fixed Assets

Investments

Other non-Current Assets
Inventory

Debtors

Other Current Assets
Cash

Total Current Assets
Creditors

Provisions

Other Current Liabilities
Total Current Liabilities
MNet Current Assets
Application of Funds

Fy23
245
2,113.7
2,138.2
19.4
42.4
0.0

0.0
2,200.0

974.1
1935
780.6"
61.6
84227
0.1
95
604.2
806.8
155.6
283.8
1,8503"7
396.6
15.5
90.1
502.1
1,348.2
2,200.0

FY24 FY25E  FY26E
245 24,5 24.5
2,307.8 2,669.6 3,080.3
2,332.3 2,694.1 3,104.8
17.1 37.1 57.1
48.8 49.8 50.8
15.8 16.1 16.4
0.0 0.0 0.0
2,4140 2,797.1 3,229.2
1,052.0 1,292.0 1492.0
246.9 3005 3756
805.17 99157 1,116.4
1060 206.0 356.0
01117 119757 14723
0.1 0.1 0.1
23.3 23.8 24.2
666.6 7018 7335
765.4  849.4  959.6
1826 1862  189.9
301.4 2903 3391
1,916.0% 2,027.77 2,222.1
368.7 3828 4191
12.0 12.3 12.5
55.7 56.8 57.9
436.4 4519 4896
1,479.6 1,575.8 17325

2,414.0 2,797.1 3,229.2

Source: Company, ICICI Direct Research
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(Year-end March) Fy23 Fr24 FY25E FY26E
Per share data (I )
Reported EPS 38.1 38.4 42.2 47.9
Cash EPS 17.1 19.2 29.5 335
BV per share 174.5 190.4 2199 253.4
Cash per Share 23.2 246 237 27.7
Dividend per share 21.0 19.2 12.7 14.4
Operating Ratios (%)
Gross Profit Margins 531 56.1 531 545
EBITDA margins 29.7 29.5 29.4 30.1
PAT Margins 21.6 20.6 20.8 20.9
Cash Conversion Cycle 211.0 230.9 225.0 215.0
Fixed Asset Turnover 2.6 2.5 2.1 1.9
EBITDA conversion Rate 48.8 61.3 63.6 65.9
Return Ratios (%)
RoE 21.8 20.2 19.2 18.9
RoCE 28.6 26.2 25.0 24.6
RolC 32.4 30.9 29.4 30.3
Valuation Ratios (x)
P/E 27.3 27.1 24.7 21.7
EV/EBITDA 19.4 18.5 17.1 14.8
EV/ Net Sales 5.8 5.5 5.0 4.4
Market Cap / Sales 5.9 5.6 5.1 4.5
Price to Book Value 6.0 5.5 4.7 4.1
Solvency Ratios
Debt /EBITDA 0.0 0.0 0.1 0.1
Debt / Equity 0.0 0.0 0.0 0.0
Current Ratio 3.1 3.7 3.8 3.8
Quick Ratio 1.9 2.2 2.3 2.3
Inventory days 217 243 220 210
Debtor days 136 122 125 125
Creditor days 143 134 120 120
Source: Company, ICICI Direct Research
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Research Analysts, 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. 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. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in
the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory
Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number
—INHO000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb Marathe Marg, Prabhadevi, Mumbai
- 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are
available on www.icicibank.com.

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

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the research

recommendations promise or guarantee any assured, minimum or risk-free return to the investors.
Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal

Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com

For any queries or grievances: : Mr. Bhavesh Soni Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment
banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to
analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing
on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical
Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions
expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The 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 ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI Securities is under no
obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICIC| Securities 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 ICICI Securities policies, in circumstances where
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This 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 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. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this 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 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. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this 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.

ICICI Securities 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.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the 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.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI
Securities nor Research Analysts and their relatives 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.

ICICI Securities 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 report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one
percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
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