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INVESTMENT THESIS
J.B. Chemicals & Pharmaceuticals Ltd (JBCP) is one of the fastest growing company in the IPM on the back of its brand and therapy
focused strategy. Its strong domestic franchisee (>85% sales from 5 mega brands: Cilacar & Nicardia in Cardiac and Metrogyl &
Rantac in Gastro-Intestinal) enjoy enormous brand equity which allows them to earn >35% EBITDA margins. While unwinding of
erst-while promoter’s transactions provide a permanent shift in base, EBITDA margins likely to be supported at the current levels
on account to productivity improvements and renewed focus on CMO, US generics and Russia business. We valued JBCP using
SOTP based methodology; valuing Domestic franchisee at 7x FY23E EV/Sales and Exports business at 4x FY23E EV/Sales given
their inherent quality. We thus initiate coverage on JBCP with BUY rating and target price of INR 2,000 which is ~33% upside on
CMP. At our target price, JBCP is available at 26x FY23E PER; on the CMP JBCP trades at 20x FY23E PER.

JBCP to solidify base in leadership brands; growth to be driven by new areas

¡ JBCP has consistently outperformed the IPM on the back of its 5 mega brand groups contributing >85% of its domestic sales. JBCP has posted
superior growth in these mega brands where it has >50% market share.

¡ With the new management in place post acquisition by KKR, as per us the growth will be led by higher MR productivity (10-12%), new therapys
(Nephro & Pediateric divisions) and increased pace of launches in key chronic therapies.

EBITDA margins likely to sustain; War-chest ready for an inorganic acquisition

¡ Renewed focus on higher margins segments such as CMO, US generics and Russia business under the new management to be margin accretive,
as per us improvements should be visible post H2FY22.

¡ Beyond productivity gains, there is a permanent shift in EBITDA margin base with unwinding of related party transactions (>200bps).

¡ JBCP’s positioning in terms of cash balances and current investments (INR 706crs for FY21), superior free cash flow generations (INR 350crs for
FY22E) and lower debt levels give it significant war chest to pursue inorganic acquisitions

Superior execution in the domestic segment; deserving of higher multiples

¡ Dominant legacy brands in the domestic market ensures strong stream of cashflows enabling the high pedigree management to pursue new
growth initiatives in CRAMs, US generics and Russia with renewed focus.

¡ Domestic franchisee (>85% from mega brands) enjoy enormous brand equity which allows them to earn >35% EBITDA margins. We believe it is
deserving of much higher multiples, thus valuing at 7x FY23E EV/Sales while export business at 4x FY23E EV/Sales.

¡ We thus initiate coverage on JBCP with Buy rating and target price of INR 2,000 which is ~33% upside on CMP. At our target price, JBCP is
available at 26x FY23E PER; on the CMP JBCP trades at 20x FY23E PER.

Vinit Gala, CFA
Vinit.gala@mnclgroup.com
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Source: Company, MNCL Research

Particulars FY18 FY19 FY20 FY21 FY22E FY23E

Revenue 1414 1643 1775 2043 2353 2682

Growth % 3% 16% 8% 15% 15% 14%

EBITDA 199 306 380 561 624 751

EBITDA Margin % 14% 19% 21% 27% 27% 28%

EBIT 142 250 322 492 561 685

EBIT Margin % 10% 15% 18% 24% 24% 26%

PAT 139 194 284 447 502 594

PAT Margin % 10% 12% 16% 22% 21% 22%

Growth % -25% 40% 46% 58% 12% 18%

EPS 17 24 37 58 65 77

Source:  MNCL Research

BBG code JBCP IN

CMP INR 1531

52 W (H/L) INR 1616 / 657

Fair Value INR 2000

Upside 33%



IPM STRATEGIES
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Leverage on brands by launching                 
in untapped markets

Larger field force for wider GP reach and 
aggressive NIs

Targeting chronic / niche therapies

Smaller divisions; Specialist key drivers

In-licensing remains a key driver

Brands with strong brand equity

Limited NIs – Supporting existing brands

Focused on multiple brands within 
therapy

Large division sizes as focus is on better 
reach with prescribers

Specialty 
Focused

Brand 
Focused

Therapy 
Focused

Access 
Focused 

Therapy 
Focused

Brand 
Focused

JB Chem is positioned between therapy and 
brand focus 



BRAND FOCUSED
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Key Attributes of a Brand Focused Strategy

¡ This strategy is predominantly followed by MNCs
where they have legacy brands with strong brand
equity. Retaining the market share in these brands
require sustained focus thus new launches are
limited.

¡ New Launches: Limited and supporting current
brands, as these brands require sustained focus

¡ Marketing Activities: Focused on reaching out
to distributors / Key retailers. Key Opinion
Leaders and Specialists coverage also critical.

¡ Generally these companies get majority of their
sales (>50%) from these Mega Brands (Brands with
sales >INR 50crs)

¡ Key risks includes inclusion into NLEM, given the
dependency on few brands
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JBCP: 4 Mega Brand groups 
contribute most of the sales

¡ JBCP has 4 Mega brand groups: Cilacar &
Nicardia in Cardiac and Metrogyl & Rantac in
Gastro-Intestinal (>85% of sales from these)

¡ JBCP has added new SKUs supporting the
existing brands (Cilacar extended to Cilacar T)

¡ Like other brand focused MNCs, JBCP in anti-
hypertention is reaching out to Pharmacies /
distributors

Source: Company, MNCL Research Source: Company, MNCL Research

Source: Company, MNCL Research

Source: Company, MNCL Research



THERAPY FOCUSED
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Key Attributes of a Therapy Focused Strategy

¡ This strategy is predominantly focused on few
therapies, with the objective of establishing
leadership in those therapies. While these firms
may continue to have presence in diverse therapy
areas

¡ These firms have multiple mid-large brands within
their focused therapies

¡ New Launches: Limited in their own leadership
therapy

¡ Marketing Activities: Typically these firms have
a large division size and the focus is to increase
their reach covering prescribers beyond metros.

¡ Key risks includes competition from other players
/ MNCs in their therapies

Mega Brands in Respiratory: 12
Respiratory Cipla 5Yr CAGR: 9%
Respiratory IPM 5Yr CAGR: 5%

Mega Brands in Anti-Infective: 9
Alkem Anti-Infec 5 Year CAGR: 3%

JBCP: Cardiac and Respiratory 
>85%

¡ JBCP has focused on 2 captioned therapies,
this is also reflected in their division size and
contribution (Jiva and Viva contributes > 80%
of sales)

¡ Further growth for their Cardiac segment is
~23% has been far higher than Cardiac IPM
growth of ~10.5% over last 5 years.
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KEY BRANDS
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Strategy focused towards brands in Cardiac and Gastro (>85% of Sales)

§ JBCP has concentrated on building large sustainable brands rather than broad basing
across smaller products

§ Cilacar (CVS, calcium channel blocker (‘CCB’)), Rantac (GI, anti-peptic ulcerant),
Metrogyl (GI, amoebicides) and Nicardia (CVS, calcium channel blocker) – account
for >85% of the JBCP’s India formulations revenue.

§ NIs are limited and restricted to brand extension and life cycle management of these
mega brands

§ As per us, JBCP alredy holds dominant positions in these brands, thus incremental
growth should revert to growth in the represented markets.

Brand Therapy Segment Segment Position Market Share Growth
(Jan-21)

Cilacar Cardio CCB 1 50% 24%

Nicardia Cardio CCB 1 87% 23%

Metrogyl OS Gastro Amoebicide 1 76% 37%

Rantac OS Gastro Anti - pepticulcerant 2 40% 42%

Cilacar T Cardio CCB 1 35% 31%

Position, MS and Growth of Top Brands 
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STRATEGY GOING AHEAD
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Medium-term driver of growth in its India businessTherapies and Strategy

§ Cardiac – Dominant player in Hypertension. Will look to enter the field of Heart failure
and diuretics. This will be stretched to in to field of Diabetics

§ Acute Portfolio: Brand Extension, Life cycle management, Expansion beyond tier-2
towns to be the key growth drivers

§ New Launches: Expansion in Diabetes, Have already launched a few products in
Diabetics (Vidagliptin, dapagliflozin). Future launches will also be in Paediatrics and
Respiratory spaces

§ Moving up prescriber pyramid, deeper penetration with: Gastro, Nephrology, Paedia,
ENT/ Chest.

New divisions: Nephro & Pediaterics

¡ JBCP has instituted a core taskforce for Nephrology with a team of 30 people. It has
already launched six products in this area.

¡ Company is also working on Nova, the new marketing division of pediateric and
respiratory portfolio which includes 350 members.

¡ Key areas of focus in this new division will be allergy, cough & cold, oral
corticosteroids, anti-biotics and anti-virals.

Source: Company, MNCL Research

Source: Company, MNCL Research



MARKETING INITIATIVES

¡ 2 key initiatives that triggered robust performance:

• Field force expansion from ~800 MRs in FY16 to ~1700 MRs in FY18. This helped JBCP in
getting a wider prescriber coverage.

• Restructuring domestic business into 4 key division from 1 division in FY16. As the
bifurcation was done on the basis of brands, re-structuring exercise gave a renewed focus
towards brand-building

¡ Field Force Productivity at par with industry; 12-14% growth in medium term

• MR strength stands at 2100 and PCPM has increased to INR ~4.5lakh in 9MFY21 from
INR ~3.7 lakhs in FY18 which was low on account of field force expansion.

• JBCP have no plans of increasing its field force, thus growth will be led by higher
productivity (~12-14%), largely organic.

¡ Brand wise split of divisions has reaped great results 

• 4 key divisions include VIVA (Cilacar), JIVA (Rantac), DIVA (Metrogyl) and IIVA (Nicardia)

• The anchor brands provides a focused approach towards brand building efforts which has
led to leadership in these anchor brands along with robust growth performance

• VIVA (Cardiac / Diabetes) is the largest division contributing >40% of sales with more
than 500+ MRs and has the highest PCPM amongst other divisions.
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RUSSIA
Background

¡ Russian market size is close to $22 bn with higher dependence on imports of generic
medicines.

¡ JBCP has larger presence and has built strong brand equity over the past 3 decades,
with legacy brands like Doktor Mom and Rinza which were sold later on to J&J.

¡ JBCP continues to remain a CMO for J&J for these 2 brands

¡ It continues to manufacture and supply OTC products to Cilag GmbH international
(Subsidiary of J&J) for Russia-CIS markets.

¡ The company intends to expand its product portfolio as it already has five products
under registration (waiting for approval) and plans to file another 2-3 products in
FY22.

Growth Objectives

¡ The market is seen as a growth market by the company and wants to launch newer
products in form of line extensions of the established brands.

¡ Along with that the company also aims to leverage its OTC channel to launch
products in Cold and Cough area. Currently company has close to ~80 people in the
business for Russia market

¡ The new product filings need to undergo clinical trials and hence R&D to approval
phase could take 1.5 years of time

¡ Selective In-license opportunistic products to be launched in < 2 years

¡ Add more CMO related business. Company has received 7 product registration in FY
20 and plans to add more product registrations The sales are done via Russian
subsidiary Unique Pharmaceutical Labs.

9

¡ We expect Russia CIS to grow faster from FY23 onwards, once new product filings
and approvals are in place

¡ Further, as per us, with these new initiatives, EBITDA margins for the Russian
business can improve significantly thus supporting the overall blended margins.
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US BUSINESS
Distributor led play on Low competition OSD generics

¡ Selling Strategy: JBCP follows a distributor led model for US business; mainly with
Rising Pharma

¡ Product Filing: JBCP has 19 ANDAs filed and 14 ANDAs approved; strategy is to
file 4-6 products per annum over next 2 years

¡ Product selection: Currently JBCP is targeting on delayed release OSD form. No
plans of entering complex generics in the near future.

¡ Backward Integrations: Most of the ANDAs have backward integration; plans on
improving and strengthening the extent of integration.

¡ Plant and Compliance track record: JBCP has USFDA approved plants at Panoli
in Gujarat with large capacities dedicated for generic OSDs.

¡ Track record in the plant is reasonably good with 10 successful inspections by the
USFDA without any adverse USFDA actions.

¡ Given that most of the plants have been recently modernized and low complex
generics, we do not expect a serious adverse compliance actions

¡ Growth Anticipations: We expect this business to grow at low to mid-teens range,
this business is not seen as a growth driver by the company.
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CRAMS & API
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CRAMS

¡ JBCP is one of the top 5 manufacturers of medical and herbal lozenges
(niche area) and this still has a huge market opportunity

¡ JBCP has an ongoing contract-manufacturing agreement in place with Cilag (an
associate company of J&J) which will remain in force for another 3 years. It also does
CMO for 5-6 other MNC clients for the supply of lozenges and tablets.

¡ It now plans to make a foray into developing immunity related products.

Growth Objectives

¡ Expanding marquee relationships and creating new opportunities in more geographies

¡ Life Cycle Management by entering into contracts during the earlier stage of
development
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APIs

¡ JBCP’s API unit is strategically placed by providing backward integration for the
formulation business and also servicing clients

¡ It has leading position in diclofenac (NSAID) market

¡ Growth strategy includes Introduction of 3 to 4 new products which comprise a mix 
of ROW markets and support our ANDA strategy (backward integration)

Source: Company, MNCL Research

Source: Company, MNCL Research

MNCL estimates on CRAMS business (INR Crs)

MNCL estimates on API business (INR Crs)



SOUTH AFRICA & CONTRAST MEDIA

South Africa

Current Position

¡ Along with Russia CIS, JBCP focuses on South Africa market. The market size is close 
$3.5 bn with ~90% contribution coming from branded generic products and a 
sizeable private market. 

¡ The business contributes close to 8% to overall revenue. JBCP remains well 
entrenched in the market with sales force of ~ 50 reps.

¡ As per us, it forms part of ~7.7% of FY21 revenues

Growth Objectives

¡ Addition of more branded generic products in the existing portfolio through 
portfolio augmentation 

¡ Expand base in public market for acquired dossiers - consequently providing 
opportunities in private market 

¡ The company is present in high growing therapeutic areas of Cardio, Gastro and 
Respiratory 

¡ JBCP is keen to explore various OTC categories by leveraging its existing 
relationships with pharmacy channels, introducing OTC category products 

¡ We believe that the South Africa market is at breakeven stage for the Company and 
can add positively from FY22 

¡ The revenue split is close to 50-50% from tender and private market n The products 
are in segments of CVS, CNS, GI & Respiratory 12

Contrast Media

¡ JBCP’s contrast media is a tender-driven business, with low single-digit Ebitda margins
Apart from the domestic formulations business,

¡ As per us, it forms part of <3% of total FY21 revenues

¡ Under this segment, the company manufactures contrast materials/radio-contrast agents
(typically iodine-based) that are used to enhance the visibility of internal structures in X-
ray based imaging techniques.

¡ Contrast media is largely a tender business in India, which leads to severe price
competition and, hence, low margins.

¡ However, the company believes this business to be of strategic importance for both its
domestic and export markets.



EBITDA MARGINS

Tailwinds for EBITDA 
Margins

Unwinding of Ex Promoter 
transactions

Renewed focus on export 
segments

Improved productivity and 
efficiency
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EBITDA margins to sustain at elevated levels post KKR

¡ Unwinding of Ex Promoter transactions in areas such as remunerations, royalties to promoter entities rent etc can trigger permanent savings of >200bps in EBITDA on FY20 base.
Further in the run-up to KKR deal many promoter-related entities such as Lekar Pharma and Unique have been consolidated into JBCP which should add to the EBITDA base.

¡ Renewed focus on export segments: With KKR coming in, focus on CMO and API division to improve. As articulated in detail, JBCP plans on adding new clients in it CMO practice 
thus solidifying its position in lozenges for cough and cold. Also, it now plans to make a foray into developing immunity related products. 

¡ Further in API’s JBCP plans on a very selective strategy with dedicated supply agreements for marquee clients. It is looking to launch 3-4 niche products over the next 12-18months. We 
believe going forward the margin profile of CMO and API division should improve significantly from here on. 

¡ Improved productivity and efficiency: Russian business has many operating leverage tailwinds with new product filings and approvals are in place. Further management has guided 
for ~10-12% productivity improvements in the domestic segment. 

Source: Company, MNCL Research

EBITDA margins (%) likely to sustain on FY21 base



RELATED PARTY TRANSACTIONS
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Permanent shift in EBITDA margin base by >200bps ; With savings on related party spends

¡ There were 4 major related party transactions with the previous promoters, which had a significant impact on the EBITDA. 

¡ Transactions include: Remunerations to the executive directors of the promoter group (~2% of Sales), Royalty Paid to Unique @1% for brand and @1% for logo (~0.7% of Sales) and Rent 
payments to promoter controlled entities (~0.6% of Sales)

¡ Beyond the above, there was an agreement to distribute formulations of Lekar Pharma (Promoter Entity); hence JBCP’s purchases from Lekar were another significant related party 
transaction (INR 64crs in FY20)

¡ We believe, Unique & Lekar Pharma merger into JBCP, lower managerial remunerations (than the promoter compensation) and reduced rents should help EBITDA margins increase by 
>200bps on pre-KKR base

Related party transactions % of Sales Absolute receipt from captioned Related party transactions (INR crs)

Source: Company, MNCL ResearchSource: Company, MNCL Research



CASH FLOWS
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Comfortable Cash balance

¡ JBCP has INR 706crs in cash and is generating FCF of > INR 350crs per annum

¡ Capex initiatives are restricted to maintenance capex and currently most of its plants
are at 60-65% utilizations. Thus, as per us, JBCP will not need any capital for growth
related capex.

¡ Further, huge cash in the balance sheet is going to be a drag on the return ratios

¡ We thus believe, also articulated by the management, on utilization of the cash by way 
of inorganic acquisition or  higher distribution.

Inorganic Acquisition can potentially aid more growth

¡ JBCP’s management have spoken about their intent for inorganic / boult-in acquisitions

¡ JBCP’s positioning in terms of cash balances and current investments (INR 706crs for
FY21), superior free cash flow generations (INR 350crs for FY22E) and lower debt
levels give it significant war chest to pursue inorganic acquisitions

¡ As per us, given its positioning, JBCP can very comfortably do an acquisition in the
range of INR 2000crs to INR 3,000crs by aiding a part of the acquisition by debt
(~50%)

¡ With the above assumptions; JBCP can add INR >150 crs to the current EBITDA base

Source: Company, MNCL Research

Source: Company, MNCL Research

Cash & Bank balances (INR Crs) and Current Investments (INR Crs)

CFO and Capex (INR Crs); Sustained free cash flow generation



Q4FY21 CON CALL KTAS

Domestic business

¡ Domestic formulations contributed 41.9% to total revenues. JBCP was the fastest
growing company in India in FY21, improving its ranking in the IPM from 37 to 28,
as per IQVIA

¡ In India, JBCP will venture into new therapeutic areas like respiratory, nephrology
and paediatrics.

¡ It has instituted a core taskforce for Nephrology with a team of 30 people. It has
already launched six products in this area.

¡ Company is also working on Nova, the new marketing division of pediateric and
respiratory portfolio which includes 350 members. Key areas of focus in this new
division will be allergy, cough & cold, oral corticosteroids, anti-biotics and anti-
virals.

¡ Company is also focusing on the diabetic portfolio with recent launches
(vildagliptin and dapagliflozin).

¡ Company has a field force of ~2,100. Company is focusing on improving the MR
productivity which currently stands at INR 4.4lac/month

¡ It does not plan to add total MR count in the near future. Productivity
enhancement (~10-12%) through digital interactions.
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Export Business

¡ Exports grew 31.2% YoY. Its South African and US businesses saw good momentum in
Q4. It has a strong order book for its API business.

¡ Growth in Russia was hit by lower demand for cough and cold products. In Russia it
plans to launch a few products by Sep’21 as the market is now stabilising. The filings are
already on the late stage.

¡ It plans to increase its ANDA filing rate in the US next year to 3-4 ANDAs with a
partnership model. Most of the ANDA’s will have backend API support.

¡ Under the CMO division, it supplies products to several large companies across the
world and is dominant in lozenges for cough and cold. Also, it now plans to make a
foray into developing immunity related products.

Other updates

¡ The average capacity utilisation of its plants was ~60-65%.

¡ It plans to incur maintenance capex of INR ~50crs in FY22.

¡ Launches and wider market penetration will help margins sustain at FY21 levels in the
mid to long term.



SOTP VALUATIONS
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Domestic Business

FY23E
Sales

EV/Sales (x) EV Rationale for multiples

INR 1150 crs 7x INR 8,048 crs

- JBCP has 4 Mega brand groups ie Cilacar, Nicardia, Metrogyl and Rantac which
contributes >85% of sales

- They enjoy enormous brand equity which allow them to earn >35% EBITDA
margins and thus we believe these brands are deserving of much higher multiples

- Private market transactions for such mega brands have taken place at ~10x Sales;
given their market leading growth positioning and margin profile

INR 1563 crs 4x

Export Business

INR 6,250 crs

INR 2682 crs 5.3x INR 14,300 crs

- Russia, US Business and CRAMs would form a significant portion of the export
business.

- Russian business are driven by 4 established brands while JBCP are planning to
add few more brands. New initiatives in CRAMs and US business to be key
triggers of growth

- Increasing proportion of CRAMs; stabilizing Russian branded can be EBITDA
margin and valuation accretive

- Given the derived EV of INR 14,300crs and Net Cash of INR 1,450crs
we arrived at a target price of INR 2,000 per share which is 33% above
the current market price
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Target price INR 2000, Upside 33% 

¡ With new strategy and leadership team in place, we expect the domestic branded business
to grow much faster on the back of new therapies and higher productivity

¡ JBCP's new initiatives in CRAMs, US business and exports to start showing improvement
in numbers from H2FY22

¡ We thus initiate coverage on JBCP with Buy rating and target price of INR 2,000 which is
~33% upside on CMP. At our target price, JBCP is available at 26x FY23E PER; on the
CMP JBCP trades at 20x FY23E PER

¡ Key surprises includes Inorganic acquisitions in CDMO / APIs, in-licensing or boult-in
acquisitions in domestic segment. Key Risks include slowdown in domestic business,
currency fluctuations in key geographies including Russia / South Africa / CIS nations and
pricing pressure in products.

Source: Bloomberg, MNCL Research

Source: Company, MNCL Research

Particulars MNCL Estimates Consensus Estimates Variance %

(INR in Crs) FY22E FY23E FY22E FY23E FY22E FY23E

Revenue 2,353 2,682 2,319 2,597 1% 3%
EBITDA 624 751 594 690 5% 9%
EBITDA % 26.5% 28.0% 25.6% 26.6% +92bps +143bps
PAT 502 594 437 510 15% 17%
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Key driver for stock price performance has been the KKR deal which triggered the 
re-rating in the stock
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Working capital is expected to be further streamlined under new 
management 

PAT (INR Crs) to improve with higher EBITDA margin profileSustained sales growth on the back of Domestic business and new 
initiatives in exports

Superior Return ratio profile even with Cash / Current investments creating a 
drag



BACKGROUND

About the Company 

¡ J.B. Chemicals & Pharmaceuticals Limited is one of the fastest growing
pharmaceutical companies in India and a leading player in the hypertension segment.

¡ Besides its strong India presence, which accounts for majority of its revenue, its
other two home markets are Russia and South Africa.

¡ In India, the company has five brands among the top 300 brands in the country. The
company exports its finished formulations to over 30 countries including the USA

¡ The company ranks among the top 5 manufacturers globally in medicated and herbal
lozenges.

KKR acquired controlling stake in the company 

¡ On July 2, 2020, KKR & Co. Inc entered into an agreement to acquire 41.7 million 
equity shares of JBCP, representing 54 per cent, from the promoters of the 
company. 

¡ As part of the deal, KKR acquired the stake at Rs 745 per share. 

¡ Of the current promoter family, Mr. Pranabh Mody, Mr. Nirav Mody and Mr. Jai 
Mehta will act as the guiding force for a smooth transition. 

¡ The family will also retain a board seat. Besides, the Mody family has also signed a 
non-compete deal. 

¡ As of March-21, KKR, through its arm Tau Investment Holdings Pte Ltd., holds 54% 
stake in the company and the existing promoter group has 1.9% stake. 20

Strong management Bench strength under KKR 

¡ Mr. Nikhil Chopra - CEO & Whole Time Director - Nikhil Chopra was appointed CEO &
Whole Time Director of JB Chemicals. Prior to this assignment, Mr. Chopra was executive
vice president and CEO for the India business of pharmaceuticals major Cipla Ltd.

¡ Mr. Kunal Khanna - President, Transformation. Prior to joining JBCP, he was heading the
Chronic & Emerging Cluster in Cipla along with business development and portfolio
function. During his Cipla stint, he led the overall India business transformation -
restructuring and set up of Commercial Excellence practice.

¡ Mr. Vijay Bhatt - CFO - He is a Chartered Account and has wide experience of over 28
years. He has been working as CFO with the company for past six years. Prior to joining
JBCP, he has worked with varied Indian and multinational companies.

Better quality of Board 

¡ Mr. Ranjit Shahani – Independent Director. He was the CEO of Roche Products Ltd. and
then Vice Chairman and Managing Director of Novartis India Ltd. from 2002 to 2018

¡ Mr, Sumit Bose – Independent Director. Retired as Union Finance Secretary, Min. of 
Finance, Govt of India. Also consulted on World Bank, Commonwealth, UNDP projects 

¡ Mrs Padmini Khare Kaicker – Independent Director. Managing Partner of accounting
firm B. K. Khare & Co

¡ Mr. Sanjay Nayar – Director. He is a former member of EMPEA's Board of Directors. He
joined KKR in 2009, and is currently serving as CEO of KKR India.
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Y/E March (Rs Crs) FY19 FY20 FY21 FY22E FY23E

Net Sales 1,643 1,775 2,043 2,353 2,682 
% growth 16% 8% 15% 15% 14%
Raw Materials  616 635 743 824 939 
% of sales  103% 101% 100% 100% 100%
Personnel  288 323 341 368 379 
% of sales  18% 18% 17% 16% 14%
Manufact. & Other Exp.  453 441 440 537 613 
% of sales  28% 25% 22% 23% 23%
EBITDA  306 380 561 624 751 

EBITDA Margin (%) 19% 21% 27% 27% 28%
Depreciation  56 58 69 63 66 
EBIT  250 322 492 561 685 
Interest Expenses  5 2 7 4 4 
PBT From Operations  246 320 485 557 681 

Other Income 41 51 112 112 112
PBT  287 371 597 669 793 
Exceptionals - (10) - - -
PBT after Exceptional  287 361 597 669 793 
Tax-Total  93 77 149 167 198 

Effective Tax Rate (%) 32% 21% 25% 25% 25%
Reported PAT  194 284 447 502 594 
Extraord. items -Adj.  - - - - -
Adjusted PAT  194 284 447 502 594 

PAT Margin 12% 16% 22% 21% 22%

% Growth 40% 46% 58% 12% 18%

Y/E March (Rs mn) FY19 FY20 FY21E FY22E FY23E

Pre-tax profit 230 194 287 349 492 
Net chg in working capital 6 (47) (51) 9 79 
Cash flow from operating activities (a) 201 123 194 267 376 
Capital expenditure (156) (36) (49) (59) (58)
Adjusted FCF 357 159 243 325 434 
Cash flow from investing activities (b) (45) (23) (28) 39 (547)
Debt raised/(repaid) (175) 4 (0) 5 -
Dividend (incl. tax) (6) (10) (21) (141) (113)
Cash flow from financing activities (c) (184) (60) (156) (307) (106)
Net chg in cash (a+b+c) (28) 40 11 (2) (277)

Source: Company, MNCL Research

Source: Company, MNCL Research

Profit and Loss Statement Cash Flow Statement
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Y/E March (Rs Crs) FY19 FY20 FY21 FY22E FY23E

SOURCES OF FUNDS
Capital 16 15 15 15 15 
Reserves & Surplus 1,464 1,420 1,794 2,173 2,630 
Shareholders’ Funds 1,483 1,438 1,813 2,192 2,649 
Minority Interest 3 3 4 4 4 
Total Loan Funds - - - - -
Total Liabilities 1,568 1,514 1,892 2,267 2,724 

APPLICATION OF FUNDS

Gross Block 1,085 1,163 1,212 1,267 1,319 
Accumulated Dep. 464 518 578 642 708 
Capital WIP 15 16 26 20 19 
Net Fixed Assets 636 661 659 645 630 
Investments 96 69 13 13 13 
Other non-current assets 29 20 13 18 18 
Goodwill
Inventories 244 275 347 355 404 
Sundry Debtors 308 345 389 448 511 
Other Current Assets 33 18 17 19 22 
Cash & Cash Equivalent 397 363 706 1,057 1,451 
Loans and Advances 606 272 93 107 122 
Total Current Assets 1,589 1,274 1,552 1,986 2,510 
Trade Payables 117 124 187 193 220 
Other Current Liabilities 93 139 90 129 147 
Provisions 545 216 35 35 35 
Total Current Liab 782 511 345 396 447 
Net Current Assets 807 763 1,207 1,590 2,063 
Total Assets 1,568 1,514 1,892 2,267 2,724 

Y/E March FY19 FY20 FY21 FY22E FY23E

Return Ratio (%)
ROE 13.1 19.8 24.7 25.1 24.6 
ROCE 13.0 19.3 27.0 24.6 24.1 
ROIC 19.3 24.7 32.7 30.2 29.6 
Turnover Ratio days (days)
Fixed Asset Turnover Ratio 2.5 2.7 3.1 3.6 4.2 
Inventory Period 55 56 56 62 55 
Debtors Period 78 71 71 69 69 
Creditors Period 29 25 25 33 30 
Net Working Capital Days 104 102 102 98 94 
O/s Shares 8 8 8 8 8 
Fully Diluted Shares 8 8 8 8 8 
Per share (Rs)
Basic EPS (reported) 24.2 36.8 57.9 64.9 76.9 
CEPS 31.2 44.3 66.8 73.1 85.5 
Book value 185.4 186.1 234.6 283.7 342.8 
Valuation
P/E 10.2 5.7 26.4 23.6 19.9 
P/BV 1.3 1.1 6.5 5.4 4.5 
EV/EBITDA 5.2 8.0 19.9 17.9 14.9 
EV/Sales 1.0 1.7 5.5 4.7 4.2 

Source: Company, MNCL Research

Source: Company, MNCL Research

RatiosBalance Sheet
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports periodically with clients, investors, stake holders and
general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.
Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources believed to be true. The information is
provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any financial instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.
Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc/transmitted through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc)
by MNCL or those recommendation or offers or opinions concerning securities or public offer which are expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire
risk of any use made of this information. Though disseminated to clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.
The reports include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual performance of the companies represented
in the report may vary from those projected. The projections and forecasts described in this reports should be evaluated keeping in mind the fact that these-
• are based on estimates and assumptions
• are subject to significant uncertainties and contingencies
• will vary from actual results and such variations may increase over a period of time
• are not scientifically proven to guarantee certain intended results
• are not published as a warranty and do not carry any evidentiary value.
• are not based on certain generally accepted accounting principles
• are not to be relied on in contractual, legal or tax advice.
Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a
company's fundamentals.
Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical error by our sources of transmission of
Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors and employees including the analysts/authors shall not be in any way responsible for
any indirect, special or consequential damages that may arise to any person from any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and
information do not constitute scientific publication and do not carry any evidentiary value whatsoever.
The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions. Opinions expressed therein are our current opinion as of the
date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.
The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation of an investment in the securities of
companies referred to in such reports (including the merits and risks involved).
Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their
particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign currencies denominated securities are subject to fluctuations in exchange
rates that could have an adverse effect on the value or price of or income derived from the investment. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.
The recommendations in the reports are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating
at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may
consider material to investments. The reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.
Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of reports/data/material, may, from time to
time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed therein or act as advisor or lender/borrower to
such company/ies or have other potential conflicts of interests with respect to any recommendation and related information and opinions.

We further undertake that-
• No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.
• MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject company.
• MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject company’s securities, at the month immediately preceding the date of publication of this research report.
Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.
The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. Distributing/taking/sending/dispatching/transmitting this document in
certain foreign jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign jurisdiction laws.
The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.

Analyst holding in stock: NO

Key to MNCL Investment Rankings
Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%
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