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July 31, 2024 

CMP: ₹  620 Target: ₹ 765(23%)  Target Period: 12 months  

Granules India (GRANUL) 
 BUY  

  

Numbers continue to improve… 
About the stock:  Granules is a large-scale vertically integrated company that 
manufactures API, intermediates and finished dosages. It owns eight 
manufacturing facilities catering mainly for export markets (~94% of sales). 

• ANDA and Dossiers filed and approved- US- 62, Europe- 8, Canada- 6, 
UK- 2, Others – 3. 

• Top five products (Paracetamol, Ibuprofen, Metformin, Methocarbamol, 
Guaifenesin) contributed 65% to Q1FY25 revenues (across segments). 
 

• Revenue mix Q1FY25: Formulations (FD) - 76%, API - 16%, PFI - 8%. 
 

Investment Rationale 

• Revenues in line with strong growth; profitability better – Revenues grew 
~20% YoY to ₹ 1176 crore, driven by strong US traction which grew ~45% 
to ₹ 602 crore. US now accounts for ~74% of overall sales. Europe on the 
other hand de-grew ~38% to ₹ 241 crore due to lower paracetamol sales.   
On segmental front, Formulations grew 66% YoY to ₹ 891 crore, driven by 
new products in the US and other geographies. APIs (APIs + PFIs), on the 
other hand declined ~35% to ₹ 289 crore led primarily by higher customer 
inventory and price erosion besides higher captive consumption. Gross 
Profit which grew 23% YoY to Rs 706.2 crore (margins stood at 60%) 
driven by better product mix (higher formulations sales). Price erosions 
were more than offset by the reduction in price of key raw materials.  
EBITDA grew ~90% YoY to ₹ 259 crore and EBITDA margins stood at 22% 
(809 bps improvement). Besides lower base, the growth was driven by 
better product mix as reflected in GPM improvement (757 bps to 58.9%).  

• Backward integration plans with green technology focus –Granules is 
strengthening key APIs through backward integration into KSMs via green 
energy root. Granules CZRO's primary goal is to strengthen the key 
molecules i.e., Metformin and Paracetamol through backward integration 
into DCDA and PAP respectively. It has also made significant progress in 
biocatalysis with two products already through pilot process.  

• Plans to expand product and therapeutic basket- The company is focusing 
more on Formulations (FD) to drive growth backed by volumes especially 
in the US and Europe. The focus especially in the US is shifting from Para 
2 to Para 3 / Para 4 launches with better unit economics. It plans to file 7-
8 products in the US every year. The company is also focusing on Oncology 
as a segment with dedicated API and formulations block at Vizag. 

Rating and Target price 

• We value Granules India at 24x FY26E EPS of ₹ 31.8 with a target of ₹ 765. 

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Delay in capex execution (ii) Pricing 
pressure in the regulated markets 
especially the US 

Research Analyst  

Siddhant Khandekar 
Siddhant.khandekar@icicisecurities.com 

Shubh Mehta 
Shubh.mehta@icicisecurities.com 
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Exhibit 2: Segmental Breakup 

 
Source: Company, ICICI Direct Research 

 

Q1FY25 Results / Conference call highlights 

• Formulation growth was driven by new product pipeline during the quarter. 
• The legacy products (5) contribution has come down to 65% of Q1 revenues 

as against 75% in FY24 and 85% in FY23. 
• Genome Valley plant successfully commenced operations in March for the 

first stage of 2 billion capacity. 
• Management has indicated CNS and in particular ADHD to be a good 

growth driver going ahead. 
• Company witnessed some Paracetamol API volume and price erosion. 
• Company is gearing up to put commercial scale manufacturing capacity at 

unit 5 Vizag. 
• Company proposes to create new oncology manufacturing facility and 

augment finished dosages and other infrastructures. 
• The company project execution is likely to start from September and would 

take approximately twelve months to complete. 
• 5 projects in Enzymes technology front are significantly advanced and 

almost at the stage of completion.  
• Company in the next two quarters to start validation of at least three 

molecules while also focusing on creating manufacturing technology, 
infrastructure. 

• R&D for the quarter stood at ₹ 62 crore and is likely to go up. 
• Company witnessed red see issues which impacted inventory days. 
• Company has guided for Gross Margin of 57-60% kind of range. 
•  OTC represents 15% of overall formulations sales (Current quarter in 2 

crore and growing in double digit, FY24 – 6 Crore, FY23- INR 4 Crore). 
• In Europe as per management companies have inventory jack up for another 

6 months. 
• US Price erosion has now stabilized and has come to High / mid-single digit. 

 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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Financial Tables 

Exhibit 3: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 4: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 5: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 6: Key ratios 

 

Source: Company, ICICI Direct Research 
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