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Poised for sustained growth after prolonged hiatus... Syngene

About the stock: Syngene is an integrated contract research, development, and

s A Biooorn company

manufacturing services company serving the global pharmaceutical, 8
biotechnology, nutrition, animal health, consumer goods, and specialty chemical (o]
sectors. Particulars ©
Particular Amount Qo
It employs more than ~5600 scientists which are part of an integrated eco-system Market Capitalisation % 34572 crore 3
that delivers scientific skills, data integrity ethos and world class manufacturing, at Debt (Fy24) 2 555 crore S
speed, to improve time-to-market and lower the cost of innovation. With a E:Sh Fra4) . 3:02;;2: 0
combination of dedicated research facilities for Amgen, Baxter, and Bristol-Myers 52 week HLA) Saticon &)
Squibb as well as 2.2 million square feet of specialist discovery, development and Equity capital % 402.0 crore
manufacturing facilities, Syngene works with biotech companies pursuing leading- Face value 10
edge science as well as multinationals.

(in %) Dec-23 Mar-24 Jun-24 Sep-24

Investment Rationale: Promoter 54.8 54.8 54.7 54.7

e Syngene Q2FY25 - YoY numbers flat but strong sequential recovery — Fils 2.2 209 206 207
o . \ . Dlls 146 158 168 175
Sales de-grew ~2% YoY, in line with the management’s guidance of flat Others 94 85 79 71

growth. However, sales improved ~13% QoQ to X 891 crore, likely to be
driven by recovery Discovery services segment (~30% of the sales) on the
back of collaborations on pilot projects with large and mid-sized

Price Chart

30000 [ 1,000

biopharma clients. Development & Manufacturing segment (~40% of the iiﬂﬂ ot ::
sales) traction was driven by sustained delivery in biologics manufacturing 15000 00
and a higher number of process development projects. EBITDA declined . 0
~4% YoY but improved 44% QoQ to X 245 crore while margins dropped ot
~45 bps YoY but improved 597 bps QoQ to 27.5% driven by GPM T 2 3 & % 3 3
improvement of ~300 bps to 73.4%. ——nseseos) Syngene nematonal (5]

e Improvement in US funding environment, de-risking by global innovators

from China would be the key drivers — The management expects US
funding environment to improve in the coming quarters. In the Concall the
management has indicted that company is witnessing increased requests
for proposal (RFPs), on-site visits and more than 60 audits in the first 6
months of the year, a 36% increase compared to the same period last year.

Additionally, the growing de-risking mechanism among big Pharma in the Research Analyst

backdrop of US Biosecure Act which is specifically encircling some Chinese

() Unforeseen delay in recovery in
Discovery services (ii) slower than
expected ramp up in Development &
Manufacturing.

. . . . Siddhant Khandekar
CDMO / CRAMSs players is also likely to provide some rebalancing siddhant.khandekar@icicisecurities.com
opportunities for other global players albeit gradually. the management
has guided for high single-digit growth on a constant currency basis in Shubh Mehta
FY25 and similar kind of EBITDA margins as were in FY24, shubh.mehta@icicisecurities.com
Rating and Target price Vedant Nilekar
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i i Vedant.nilekar@icicisecurities.com
We value Syngene at X 1030 i.e. 30x FY26E EBITDA of X 1378.5 crore. We believe

the premium valuation is justified given its vertically integrated model and its ability
to provide end-to-end solutions and stickiness of some marquee clients which is
further strengthened by favourable CDMO industry dynamics.

Key Financial Summary

_— 2 year CAGR 2 year CAGR
Key Financials (Z crore) Fr21 Fr22 FY24 {F!';E:z-m FY25E FY26E {”";:_H’
Revenues (% crore) 2164.3 2604.2 3488.6 16% 3B64.0 4507.5  14%
EEBITDA (F crore) 671.8 796.1 1013.8 13% 1127.9 13785  17%
EEITDA margins (%) 30.8 30.6 79.1 29.2 30.6
Adjusted Met Profit (3 crore) 3821 426.5 520.5 10% 540.3 671.4 14%
EFS (%) 9.6 10.6 12.9 13.4 16.7
FIE () 84.0 B6.3 67.1 59.7 50.9
RoE [x) 13.5 12.9 12.2 12.3 13.4
RoCE (%) 11.5 11.7 13.3 13.7 15.1
FIBWV () 12.1 10.4 8.0 7.8 6.8
EV/EBITDA (%) 50.4 42.7 33.5 30.4 24.3

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

(= Crore) Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 YoY (%) QoQ(%)
Total Operating Income 610.2 6414 7EB1 G445 JEB1 7859 09944 B0B.1 9101 B35 9169 7FBL.Y 8910 -2.1 128
Raw Material Expenses 167.5 1721 2148 161.2 1990 2062 2938 2228 2672 2374 2028 2335 2366 -115 1.3
% to revenues 27.5 26.8 28.3 25.0 2549 26.2 2958 276 29.4 27.8 221 296 26.6

Gross Profit 4427 469.3 5433 4833 bBE9.1 5797 JF0O0.6 BBH3 6429 6161 7141 5562 6544 18 17.7
Gross Profit Margin (%) 72.5 73.2 71.7 75.0 74.1 73.8 71.7 75.0 70.6 72.2 77.9 70.4 73.4 280bps 301 bps
Employee Expenses 1846 1BBEEB 1736 1861 2072 2108 2376 2154 2285 2209 22689 2299 2515 115 9.4
% to revenues 30.3 29.4 229 28.9 27.0 26.8 23.9 26.7 248 259 24.7 29.1 28.2 345bps -89 bps
Other Monufacturing Expense 80.7 771 1194 1244 1454 1223 1447 1425 1454 1513 1609 1532 1624 117 6.0
% to revenues 13.2 12.0 15.7 19.3 18.9 15.6 15.7 19.3 16.0 17.7 175 19.4 18.2 225 bps -117 bps
Forex (gain) / loss 4.2 15.5 179 12.4 10,0 3.3 -4.3

Total Expenditure 4328 4380 5078 4717 bBble 5393 6803 5962 6560 6220 6006 6199 6462 -15 4.2
% to revenues 70.9 68.3 67.0 73.2 718 68.6 68.4 738 721 729 65.5 78.5 725

EBIDTA 1774 2034 2503 1728 2165 2466 3141 2119 2541 2315 3163 1698 2448 -3.7 44.2
EBITDA Margin (%) 29.1 317 33.0 26.8 28.2 314 31.6 26.2 279 27.1 34.5 Z1.5 27.5 -45bps 597 bps
Depreciation 76.2 78.5 80.3 86.1 90.2 9486 956 1021 1046 1081 1111 1069 1109 6.0 3.7
Interest 1.2 a.4 5.6 a.4 117 13.7 10.4 10.5 13.0 0. 129 117 13.1 0.8 12.0
Other Income 129 129 14.7 1558 15.4 17.2 228 236 216 29.3 16.1 181 16.5 -236 -B.E
ED 7.4 3.7 -32.0 -32.0

FET 1129 1284 1791 928 1300 1555 2309 1229 1507 1382 2084 1013 1693 123 67.1
Total Tox 155 24.4 31.3 18.9 28.0 30.2 52.2 29.5 34.2 26.7 20.4 25.6 31.2 -B.B 218
PAT a97.4 1040 1478 739 1020 1253 1787 @934 1165 1115 1BB.OD 757 1381 185 824
PAT Margin (%) 16.0 16.2 195 115 133 158 195 115 128 131 205 9.6 155 270 bps 591 bps

Source: Company, ICICI Direct Research

Exhibit 2: Valuation

Particulers FY26E EBITDA (X cr)  Multiple (x) Value (3)
Syngene 1378.5 30.0 41,3546
Met Debt FYZ6E (T cr) 53.39
Targeted MCap (Far) 41301.18
Mo of shares {cr) 40
Per Share Value (%) 1,030.0
CMP 860.0
Up/Down 20%

Source: Company, ICICI Direct Research

Q2FY25 Results / Conference call highlights

e For FY25, the company maintains guidance for high single-digit
growth, with stronger momentum anticipated in the second half of
the year due to increased demand from large /mid-sized pharma.

o Discovery Services showed positive recovery signs driven by
collaborations with medium- and large-sized biopharma clients
seeking alternatives to China, indicating a shift in global supply
chain dynamics.

e Syngene continues to see steady inquiries and requests for
proposals (RFPs) in biologics, small molecule development, and
manufacturing.

¢ The management mentioned that capacity constraints will not be an
issue for future growth in revenue.

e The biologics CDMO business and process development projects in
small molecules are seeing interest, aided by the planned addition
of new manufacturing capacity.

e For Discovery Services, Syngene is planning to enhance capabilities
antibody-drug conjugates, peptides, and oligonucleotides, which
will support future growth.

e The raw material cost decreased 11% YoY due to a shift in the
revenue mix towards the Discovery Services, which has a lower raw
material cost as a percentage of revenue.

e Raw material costs are expected to stabilize around 28% of revenue.

e The management expects to execute a Capex of $ 60 million by the
end of FY25.

ICICI Securities | Retail Research 2
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Financial Tables

[Year-end March) FY23 FY24 FY25E FY26E (Year-end March) FY23 FY24 FY25E FY26E
Total Operating Income  3,192.9 3.488.6 3.864.0 4,507.5 Profit/|Loss) after toxation 4644 5100 5723 6714
Growth (34) 22.6 93 108 167 Add: Depreciotion & Amorti  366.5 4250 4396 G550.6
Row Material Expenses B60.2 930.2 10541 12208 Other operoting octivities 113.1 4.9 0.0 0.0
Gross Profit 2332.7 25584 2.B09.9 37867 Met Incremse in Current Ass -220.4 2839 2067 -4456
Gross Profit Margins (%) 731 733 727 728 Net Increase in Current Liat  202.2 -102.6 -224.2 3827
Employee Expenses 8417 8887 9843 1,148.3 CF from operating activities 823.5 1,042.1 1,0454 1,202.5
Other Expenditure 912.4 10138 1,127.9 13785 (Incl/decin Fixed Assets 5183 -488.7 -553.4 -350.0
Total Operating Expendil 2,614.3 2,832.7 3,166.3 3,747.6 (Inc)/decin Investments 1739 4648 86 -100.0
Operating Profit (EBITDA 9124 1,013.8 1,127.9 1,378.5 Other Investing Activities 158 4717 09 a1
Growth (34) 146 111 113 22.2 : _ o
interect A5 472 £1.0 435 CF from |n1..rest|ng ﬂEtIUIt.I'E'S -6E6.4 -4956 -5439 -3759
Depreciotion 3665 4259 4396 5506 Inc/(Ded) in Equity Copital 0.0 00 05 0.0
other Income 208 906 750 m7E Inc/(Ded) in Loan funds  -258.1 -435.6 331.6 -150.0
PET ofter Exceptional Iter  551.8  620.2 7443 8719 Dividend & Dividend Tax 0o -50.3 -503  -50.3
Total Tax 1283 1108 1719 2005 Others -84.4  -655 -51.0  -435
PAT befare Mi 4725 5094 5723 G714 CF from financing activitie: -342.5 -561.4 2309 -Z438
Minority Interest 0.0 0.0 0.0 0.0 Met Cash flow -176.4 -49 7324 REZ2.B
PAT 4775 EBO094 5723 6714 Opening Cash 261.3 89.0 BE.2 100.6
Adjusted PAT 4225 B205 G403 6714 Clesing Cash 89.0 852 100.6 6834
Growth [34) -0.9 23.2 3.8 24.2 Free Cash Flow 305.2 65534 4920 8825
EPS (&djusted) 10.5 12.9 13.4 16.7 FCF Yield % 1% 2% 1% 2%
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
(Year-end March) FY23  FY24 FY25E FY26E [Year-end March) FY23 FY24 FY25E FY26E
Equity Capital 401.4 4020 4025 4025 Per share data (%)
Reserve and Surplus 3,216.6 38557 3,993.0 4,614.1 EFS 05 129 134 167
Total Shareholders funds 3,618.0 4,257.7 4,395.5 5,016.6 BV 900 1059 109.3 124.8
Total Debt 8152 F&552 8868 736.8 DFS o 13 13 1.3
Long Term Frovisions 437 407  47.2 519 Cash Per Share 22 21 25 170
o Operating Ratios (%)
Other Mon Current Liobili 2779 2438 2265 2492 Gross Profit Margins 231 3.3 3.7 2.9
Source of Funds 4,754.8 5097.4 5556.0 6,054.5 EBITDA margins 586 291 297 306
Gross Block 4,761.0 60299 6582.2 6882.2 Net Profit margins 132 149 140 149
Accumuloted Depreciotior 1,917.2 2,343.1 24500 3,000.6 Inventory days 141 g4 5G 100
Met Block 28438 36EGE 4,132.2 3BELEG Debtor days 61 46 46 50
Capital WIP 0.0 1.3 2.4 52.4 Creditor days 109 100 ag 80
Fixed Assets 28438 3.688.1 41346 3,934.0 EBITDA Conversion Rate 90.3 1028 927  B7.2
Investments 9185 5479 530.3 £39.3 Fixed Asset Turnover 11 0.9 0.9 11
Other Mon current asets  398.2  429.1 4214 3710 Return Ratios (%)
Inventory 3328 2385 1705 3345 RoE ity 122 123 134
Debtors 529.3 4416 4839 6175 RoCE 130 133 137 151
Loons and Advances 0.0 0.0 0.0 0.0 FolC . . le.2 148 153 19.2
Valuation Ratios [x)
Other Current Assets 649.3 6BO.0  499.0 G47.1 P a0 671 597 509
Cash 895 857 1006 6834 EV/EBITDA 37.2 335 304 243
Total Current Assets 1,600.9 14458 1,254.0 2,282.9 EV f Reventes 10.6 9.7 8.9 24
Creditors 26B.0 2BBE  27B.7 2676 Market Cap [ Revenues 10.6 a7 8.8 7.5
Provisions 5E1.0 72.7 81.8 81.8 Price to Book Yolue o.4 8.0 7.8 6.8
Deferred tox assets 69.6 40.7 36.7 40,4 Solvency Ratios (x)
Other Current Liobilities  767.2 726.0 4715 863.3 Debt / Equity 0.2 0.1 0.2 0.1
Total Current Liobilities 1,076.2 1,054.2 830.0 1,212.7 Debt/EBITDA 0.9 0.5 0.8 0.5
Met Current Assets 5247 3916 4240 1,070.3 Current Ratio 1.4 1.3 1.4 1.3
spplication of Funds ~ 4,754.8 5097.4 5556.0 6055.0 Working Capital Cyde 92 40 9 70

Source: Company, ICICI Direct Research
Source: Company, ICICI Direct Research pany.
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech) , Vedant Nilekar, MBA ; 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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