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INVESTMENT THESIS
Shilpa Medicare Limited (‘SML’) is a dominant player in Oncology (76% of total revenues). After establishing strong foothold in API segment, it
leveraged its niche capabilities to forward integrate into formulations FY17 onwards. SML’s strength lies in its R&D capabilities (~16% of sales) to
move across value chain from APIs to formulations to Biologics, focusing on niche and complex molecules. Over last 5 years SML has been in a capex
cycle (spent INR 1700crs+ on Capex and R&D) to augment its capabilities. At the same time earnings were impacted due to the Import Alert on the
only USFDA plant. This led to a stretched balance sheet and an unsupportive P&L for SML over last 2 years. As per us, SML’s earnings have now
bottomed and should move north from here on the back of positive EBITDA contributions from Formulations and Biologics. Recombinant Albumin,
large potential molecules and monetization of API business remain high probability optionality for SML. We thus value SML on 15x EV/EBITDA basis
for their base business FY24E EBITDA and the valuations of key optionality as articulated in page 16 of the report. We thus arrive at a March-23 base
case Fair value of INR 645 which implies 42% upside on CMP. Our March 23 Bull and Bear case fair value are INR 807 and INR 447 respectively. On
the CMP, the stock trades at 18x PER and 13x EV/EBITDA on our estimates

API business on a strong footing, ability to crack niche molecules in formulations and Biologics a testimony of its capabilities

 API business remains the strategic backbone of SML contributing to >65% of revenues and bulk of the profitability as formulations struggle on
account of USFDA import alert while Biologics still in its investment phase.

 SML is an aggresive R&D spenders (>16% of sales) augmenting its capabilities across APIs (Peptides, Niche onco / Non-onco molecules),
Formulations (Novel formulations, Complex generics, Nano tech) and Biologics (biopharmaceuticals- conventional MAbs , cell/gene therapies)

Albumin, long lead products under pipeline and API business monetization remain key high probability optionality for SML

 SML has made significant investments over on many long lead projects including Recombinant human Albumin, Adalimumab etc. which are closer
to monetization over next 2 years. Potential contribution from these projects can be extremely significant relative to SML’s size.

 Further, SML’s intent to monetize API asset remains a high probability event given the regulatory progress. This can lead to significant debt
reduction on the holding company level along with reduced interest costs.

Earnings have bottomed for SML, huge potential to surprise on the upside

 SML’s earnings have bottomed and should move north from here on. Beyond this, we also believe that SML has deeply invested in lucrative
opportunities in formulations and Biologics, which has not been captured in our assumptions and optionality

 We thus value SML on 15x EV/EBITDA basis for their base business FY24E EBITDA and the valuations of key optionality as articulated in page 16 of
the report. We thus arrive at a March-23 base case fair value of INR 645 which implies 42% upside on CMP. Our March 23 Bull and Bear case fair
value are INR 807 and INR 447 respectively. On the CMP, the stock trades at 18x PER and 13x EV/EBITDA on our estimates. 2
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BBG code SLPA IN

MCap INR 3,950 Cr.

CMP INR 455

52 W (H/L) INR 671 / 354

Fair Value INR 645 

Upside 42%

Particulars FY19 FY20 FY21 FY22E FY23E FY24E

API 494 554 609 697 837 987

Formulations 177 194 253 343 463 556

Others 31 23 13 16 99 143

Net Sales 701 772 875 1,056 1,399 1686

EBITDA 154 215 172 185 308 369

EBITDA Margins 21% 24% 19% 18% 22% 22%

PAT 117 155 148 70 172 216

PAT Margins 14% 16% 17% 16% 7% 12%
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INVESTMENT THESIS – IN CHARTS
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From API’s contributing ~90% of FY17 revenues to formulations and Biologics expected 
to contribute >40% of sales 

Current EBITDA (INR Crs) do not reflect the true potential. Formulations and Biologics to contribute 
FY23E onwards
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BACKGROUND
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API
(~65% of Sales)

Formulations
(~35% of Sales)

Biologics
(0% of Sales)

 30+ onco API and 15+ niche non-onco APIs

 Oncology contributed over 63% to its API sales during
9MFY22 , balance came from the non-oncology and
CRAMS

 Key Onco APIs include Azacitidine, Capecitabine,
Gemcitabine, Axitinib, Erlotinib Hydrochloride and
Irinotecan Hydrochloride, to various regulated and
emerging markets

 Key Non-onco API products include Ambroxol, Tranexamic
Acid and Ursodeoxycholic acid. SML is also adding few
peptides

 Entered US generic formulations market through the
launch of Capecitabine and Azacitidine in FY17.

 Capabilities include OSDs, liquid injection, lyophilized
injectables and sterile dry powder injectables.

 47 USANDAs filed and 20 awaiting approval

 Significant player in Azacitidine, Capecitabine, Docetaxel,
Tarceva, Gemcitabine hydrochloride and Irinotecan

 US business is under severe pressure and has reduced by
>57% due to USFDA import alert on its plant.

 Sales are led by RoW (~65% of formulations sales

 Biologics is a strategic growth lever for SML and
hence it continues to make significant
investments via Shilpa Biologics Pvt. Ltd (‘SBPL’)

 SBPL has 6 biosimilars and 1 NBE in its pipeline

 Is dominated by drugs catering to the
autoimmune disorders and oncology segments,
with 4 of the top 10 biologics in its pipeline.

 SML has spent INR 360crs capacity building in
Biologics unit

 SML has also spend INR 275crs for building
capacity for Recombinant Albumin.



TRIGGERS
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API
Cash Cow

Formulations
Growth Driver

Biologics
Deep Option value
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Margin 
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Trigger
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onwards of multiple 
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including NavAlbumin

and Adalimumab in late 
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Optionality

On product pipeline 
inherited from Navya

biologics, Vaccine 
contracts and CDMO    



API- GROWING AT STEADY MOMENTUM

Capability addition

 SML has two state-of-the art API manufacturing facilities at Raichur with 9 dedicated 
blocks for Oncology & 7 blocks for Non-Oncology.

 These blocks are designed to handle small to high volume scale like batch size of 500 gm 
to 350 kg in Oncology & 5 kgs to 1700kgs in Non oncology. 

 Currently, both units have a combined manufacturing reactor volume of 91,000L for non-
Oncology products and 1.50,000L for Oncology products

 Through the ongoing expansion, capacities were added for Tranexamic Acid (5.5MT to 
20MT/month) & Ambroxol Acid (10MT to 25MT/month).

 Peptide and Polymer divisions and a new Oncology intermediate has been added to the 
production blocks for stronger backward integration.

 In the process of debottlenecking the existing blocks, SML has been able to increase the 
production of 2 major oncology products by 5 times and 7 times respectively by FY22E.
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Key strengths 

 API Business is the strategic backbone of SML with revenue contribution of >65%

 This business is prepared to grow at a CAGR of 18% over FY22E-24E on the back of 
increased capacity and strong backward integration leading to operational efficiencies. 

 Further, addition of CDMO business will help leverage SML’s expertise in complex 
chemistry & high potent APIs.

Source: Company, MNCL Research

Increased revenue (INR Crs) led by capacity expansion
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API - PRODUCTS

Product USFDA DMF 
Filers

Azacitidine 19

Bicalutamide 28

Temozolomide 16

Bortezomib 19

Busulfan 9

Capecitabine 29

Decitabine 19

Erlotinib HCl 23

Fingolimod HCl 21

Gemcitabine HCl 31

Letrozole 24

Irinotecan HCl 32

Melphalan HCl 11

Oxaliplatin 25

Pemetrexed Disodium 26

Zoledronic Acid 27

Pemetrexed Dipotassium 2

Dimethyl Fumarate 30
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Product USFDA DMF 
Filers

Teriflunomide 21

Tranexamic Acid 11

Thalidomide 8

Sunitinib Malate 12

Prucalopride succinate 5

Praziquantel 9

Tenofovir Disoproxil 
Fumarate 27

Cyclophosphonamide 23

Lenalidomide 23

Sorafenib (Base) 16

Sunitinib (Base) 12

Varenicline tartrate 17

Cabazitaxel 16

Enzalutamide 16

Pirfenidone 24

Clofarabine 13

Gemcitabine Hydrochloride 31

Product USFDA DMF 
Filers

Comments

Imatinib Mesylate 36 $150 Mn market opportunity

Nifedipine 42 $70 Mn market opportunity

Phenylephrine hydrochloride 21 $1.7 bn market opportunity

Nilotinib 15
$1.6 bn market opportunity with limited 
competition

Lenvatinib Mesylate 8
$43 Mn market with only innovator producing 
FDF currently

Pomalidomide 11
$130 Mn market opportunity with 
incremental demand and limited competition 

Ibrutinib 17
$255 Mn market with increasing demand and 
only one producer for FDF

Axitinib 4 $55Mn market opportunity

Anastrozole 16 $212 Mn market with increasing demand

Source: Company, MNCL Research

Source: Company, MNCL ResearchSource: Company, MNCL Research



FORMULATIONS
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Momentum to improve post plant resolution 

 Formulations segment posted muted growth over recent years on account of the import
alert from USFDA at Jadcherla on February 17, 2021.

 US contributed ~36% of the formulations sales largely on account of 3 exemptions
(Azacitidine. Erlotinib and Cyclophosphamide Capsules).

 In order to de-risk from the US focus, the company scaled up its EU & RoW business with
focus on targeted sales of complex products.

 Key strength of the formulation business is the vertical integration from in-house R&D
capabilities to complex API production.

 As per us, the company has significantly spent to develop a strong pipeline of niche FTFs
and Para IV molecules. Thus, resolution of the USFDA issue remains critical for
monetization of these molecules.

Attractive product portfolio

 The Company’s formulation product range consists of 16 injectable dosage forms, 19 oral 
solid dosage forms under SML and 13 formulations under SML’s wholly owned subsidiary 
Shilpa Therapeutics Private Limited.

 SML has a dedicated GMP compliant ODF and Transdermal patch manufacturing facility 
which provides SML with a unique out-licensing opportunity and strong potential for 
revenue growth.

Regulatory Submissions Filings Approved Pending

US ANDA: SML 26 13 13

US NDA: SML 3 1 2

US ANDA: Customers 18 13 5

Total (in US) 47 27 20

EU Filing 25 19 6

ROW Filing 279 95 184

Total (In EU & ROW) 304 114 190

Grand total 351 141 210

Geographical Revenue Split(%) 9MFY22

Source: Company, MNCL Research

Source: Company, MNCL Research Source: Company, MNCL Research
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IMPORT ALERT

USFDA Import Alert Status

 SML received an import alert from USFDA for its formulation facility at Jadcherla on 
February 17, 2021. 

 The incremental costs incurred on account of the USFDA import alert is INR 27.6 Crs for 
9MFY22. As per us, this remediation expenses should be INR 32crs for FY22.

 Partial remediation towards USFDA import alert have been completed and Master 
Compliance Action Plan will be submitted to FDA in Q4FY22.

 Three products have been exempted from the Import Alert - Azacitidine for Injection, 
Cyclophosphamide Capsules and Erlotinib Tablets, which are the largest revenue source 
for the company. 

 The company has been able to retain ~87% of the revenues from  Formulations export 
despite of the USFDA alert by focusing on other regulated & ROW market.
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Year FY21 FY20 FY19 

Total Formulation Sales 213 194 171

USA 63 133 144

Europe & RoW 123 1 1

Exempted Formulation Sales 186 134 145

% sales retained 87% 69% 85%

*Includes all products permitted for sales in the US

USFDA Exempted Formulation Sales (INR Cr)

Source: Company, MNCL Research

Way forward

 De-risking: SML to continue to hedge from single site operations given the Import alert 
at Jadcherla plant. Thus, it has already transferred 2 key molecules to CMO and likely to 
transfer few more molecules.  

 Diversifying: It is also developing relationships in RoW market for its formulations 
business.

 It recently won a 2-year tender for Dimethyl Fumurate in Saudi Arabia and got approval 
for Pemetrexed RTU for the EU market.  

 The remediation costs have peaked in FY22 (INR ~32crs) and should be significantly 
down over next year. Any resolution for the Jadcherla plant would be a significant 
trigger for the US formulations business. 

Inspection Observation

Feb 2021 Received import alert 66-40 

Feb 2020 Issued form 483-15 observations

Mar 2018 Received EIR

Nov 2017 Issued form 483-10 observations

July 2016 Issued form 483-0 observations

Aug 2015 Issued form 483 -5 observations

Source: Company, MNCL Research

Jadcherla Facility- Inspection History

Source: Company, MNCL Research



BIOLOGICS
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Biologics : Driving Growth

 Biologics is a strategic growth lever for SML and hence it continues to make significant 
investments via Shilpa Biologics Pvt. Ltd (‘SBPL’) 

 It has an attractive biosimilar pipeline with niche opportunities catering to high unmet 
clinical needs which can add 15%-20% (as per  the management) to the top-line

 In Novel biologicals, 2 lines each of 1,000L fermentation capacity for production of the 
NBE to cater to clinical trial material and formulation grade material were commissioned 
in April 21. 

 Clinical trials for the first biosimilar is already underway. For another biosimilar, animal 
study is going on. Management expects to launch in India at least two biosimilar products 
in FY23.

 Company is also exploring out licencing opportunities for many big-ticket products. 

 SBPL has 6 biosimilars and one New Biological Entity in its pipeline and is dominated by 

drugs catering to the autoimmune disorders and oncology segments, with 4 of the top 10 

biologics in its pipeline. 

Brand Name Type of molecule Active Component Innovator

Molecules Development at Navya- in partnership with pharmaceutical companies

Aranesp GP Darbepoetinalfa Amgen

Enbrel total FP Etanercept Amgen

Humira Total MB Adalimumab Abbvie

TNKase total GP Tenecteplase Roche

Elnova Total GP Corifollitropn Merck

Internal molecules in development at Navya

NavAlbumin BP Recombinant Albumin NA

Avastin MB Bevacizumab Roche

Eylea FP Aflibercept Regeneron

Orencia FP Abatacept BMS

Remicade MB Infliximab JnJ

Eprex GP Erythropoetinalfa Amgen

NuLojix FP Belatacept BMS

Potential target molecules- Planned for development

Actemra MB Tocilizumab Roche

Cyramza MB Ramucirumab EliLilly

OpDivo MB Nivolumab BMS

Yervoy MB Ipilimumab BMS

Perjeta MB Pertuzumab Roche

Simponi MB Golimumab JnJ

Prolia/Xgeva MB Denosumab Amgen

Source: Company, MNCL Research



CDMO
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 SML’s expertise in Complex Chemistry, High Potent API, Peptide, Polymer, Formulations, 
Biologics make the Company a partner of choice in CDMO segment 

 Its HPAPI facility can be used for manufacturing highly potent and niche molecules. It can 
handle molecules up to containment level 5

 Biologics Capabilities: Biosimilars, Novel Biologics, Vaccines, Gene and Cell therapies 
areas.

 Formulations Capabilities: Novel therapeutics, 505(b)2, NDDS, Complex injectable, OSD, 
Transdermal and oral suspension areas.

Vaccine Development opportunity

Mylab Discovery Strategic Partnership

 Starting with Covid-19 vaccine manufacturing opportunity, the parties plan to expand the
portfolio in various other areas including biosimilars, other vaccines & diagnostics.

 The first vaccine project under this long-term partnership is currently under final
evaluation phase and the manufacturing is expected to start by March’2022.

ZyCov-D vaccine tie-up

 ZyCov-D is the first DNA plasmid vaccine in the world for human use developed by Cadila
Health. It is also the first COVID-19 vaccine for 12-18 age group and is a needle-free
vaccine.

 CHL will transfer the ZyCoV-D technology to SBPL. Under the agreement, SBPL will be
responsible for manufacture of the Drug substance of the vaccine.

Sputnik V vaccine tie-up

 SBPL has entered in a 3-year definitive agreement with Dr. Reddy's Laboratories for the
production-supply of SputnikV vaccine.

 SBPL will be engaged in targeted production of the dual vector Sputnik V for the first 12
months is 100 million doses, from the start date of commercial production.

These tie-ups highlight SML’s capabilities in dealing with niche therapies. Most of the contracts
are expected to commercialise Q4FY22 onwards and full impact should be visible in FY23.
However given the limited clarity on volume offtake for vaccines, we have assumed limited
revenue upside from the Vaccine agreements.



R&D CAPABILITIES
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Particulars Filed FY21
Cumulative 

Filed
Status

Filings 
9MFY22E

US ANDA’s 1 +
3 transfers to SML

25 10 - Final approvals
3 - Tentative approvals 
12 – Under assessment

8 

EU - Formulations 3 20 15 - Final approvals
05 – Under assessment

19

US DMF 4 40 All CA listed 3

CEP-EDQM
0 16

13 Approved 
3 Under Review

2

EDMF 12 - All procedures under review 5

 Bioloicals R&D (Hubli) includes clone and bioassay development platforms, high throughput
multi parallel fermentation units, conventional and continuous chromatography units, high
end analytical platform, and formulation development engine.

 SML’s single use manufacturing facility, coupled with very strong R&D backing in the
biologicals area will help integrate vertically in biopharmaceuticals – conventional MAbs as
well as in cell/gene therapies.

Focus on R&D capabilities 

 SML has made significant investments in R&D to augment new capabilities such as
biosimilars, transdermals and oral films.

 Total R&D expenses (revenue expenses + capitalised) stood at INR 137Crs in FY21 (15.2% of
sales) increased from INR 78crs in FY18 (10%of sales).

 Formulations R&D (Bangalore) is equipped for developing Novel formulations- Generics
equivalents, Complex Generics and value-added dosage forms involving Nano and Micro
technologies like Liposomes, nano particles and specialty products.

 This facility functions as CRO (in-house and for customers) for Non–Onco products
(injectables, solid orals, liquid orals, topical, & ophthalmic) along with analytical method
development and validation support and for CRAMS for Oncology portfolio (transdermal
patches and oral disintegrating films)

 API R&D (Raichur) is equipped for designing & developing generic API, including difficult to
make complex API processes for both Oncology & non-Oncology molecules.

 API R&D team has delivered 8 projects successfully and taken validation at plant scale. While
25 new projects are in process development of Oncology and non-Oncology molecule.

Total R&D Expenditures (INR Crs) and as % of Revenue

Source: Company, MNCL Research

Source: Company, MNCL Research



CAPEX INITIATIVES

Capex Plans- Way forward

 SML is amid a capex cycle of about ~INR1000 Cr for capacity enhancements and future 
initiatives. Amongst this capex ~35% of the fund the biological facility in Dharwad, 
Karnataka, and ~20% was for transdermal-related capex at Bengaluru facility

 The company plans to enter the synthetic albumin segment in India by setting up a 
new facility (150,000L fermentation capacity- expected to be completed in later half of 
2022) with a capex of INR275Crs in Biologics & for biosimilars capex of INR110Crs is 
planned over FY22-23.

 INR225 Cr investments are in progress for API and formulations over FY22-23 which 
entailed addition of Peptide and Polymer divisions and debottlenecking of existing 
blocks for capacity expansion.
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Biologicals & Biosimilars

 2 independent lines of 4000L each and a 200L bioreactor for production of MABS, 
vaccines and other recombinant proteins from mammalian cells was commissioned.

 2 lines (1,000L each) fermentation capacity for production of the NBE to cater to 
clinical trial material and formulation grade material was commissioned in April-21

Formulations

 Combo line for ODF/TDS has been commissioned and exhibit batches of ODF Products 
have been initiated during FY22

API

 Capacities were added for Tranexamic Acid (5.5MT to 20MT/month) & Ambroxol Acid 
(10MT to 25MT/month)

 Peptide and Polymer divisions and a new Oncology intermediate is added to the 
production block.

 The Company has also taken up debottlenecking of all the blocks & created double Bay 
in 2 Oncology manufacturing blocks which helps in manufacturing multiple products at 
a time increasing the capacity by 40-70%

Total Capex (INR Cr.) & Capex as (%) of sales
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KEY TRIGGERS
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API – Continuing momentum

 We believe, increased capacities and stronger backward integration will enhance operation
efficiency leading to a margin expansion of ~100bps in FY23E

 SML plans commercialization of 3-4 new APIs per year, capacity expansion initiatives and
strong growth momentum in the oncology, non-oncology peptides, polymers and CDMO
portfolios, growth outlook for the core API business remains healthy.

 As per the 2021 Annual report, Commissioning of Peptide & Polymer division and an oncology
intermediate will lead to stronger backward integration will be margin accretive.

 Additionally, SML maintains a market share in Azacitidine which remains in shortage in the US
markets.

Formulations – FY22 marked the bottom; Should grow FY23 onwards

 The growth and margins in this segment has been impacted due to the USFDA import alert
which pushed a significant portion of their US business pipeline.

 Further, this also came with heavy remediation costs (INR ~40crs for FY22; 9MFY22 INR 32crs)
which dented their margins.

 Given the quality of observations, we believe that SML should be at the tail-end of their
remediation cost and they should reduce significantly Q1FY23 onwards

 From a revenue perspective, EU markets should contribute significantly given the product
pipeline and recent approvals (permexed)

 Further the company has also spoken on 3rd party transfers in their presentation which should
aid pipeline monetization for the US business.

Biologics – Should contribute FY24 onwards

 SML has significantly invested in Biologics as a segment (INR 500crs in Dharwad plant
and INR 275crs in Albumin Plant).

 These investments currently do not contribute towards the business and thus have a
drag both in terms of profitability and overall return ratios.

 SML has made significant progress in this segment with development of 1 NBE and 6
biosimilars in limited competition space with significant cost advantage

 As per us, SML is targeting long lead niche molecules which are in advance phases of
Human and Animal trials and hence would start to monetize FY24 onwards.

 Thus for FY23, we believe Biologics business should be aided by vaccine contracts as
reported on the exchanges. Losses on account of R&D spends would drag the overall
EBITDA margins.

Source: Company, MNCL Research

Particulars

API Formulations Biologics Total

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E

Revenue 697 837 987 343 463 556 - 80 120 1,040 1,380 1,663 

Growth(YoY%) 15% 20% 18% 35% 35% 20% - - - 15% 27% 16%

EBITDA 202 243 286 27 60 73 
-

44 5 10 185 308 369 

EBITDA 
Margin 29% 29% 29% 8% 13% 13% - 6% 8% 18% 22% 22%



CAPITAL ALLOCATION

Aggressive Capex Spends

 SML has recently concluded a capex of INR1000 cr for capacity enhancements and future
initiatives (about 35% of the fund was spent on the biological facility in Dharwad,
Karnataka, and almost 20% was for transdermal-related capex).

 SML has set up an R&D and manufacturing facility in Belur, Dharwad, to foray into the
biosimilar segment, for an initial investment of INR360 Crs. It has also set up a new facility
with an investment of INR 275Crs for synthetic Albumin.

 And As per the recent credit rating report, it plans on doing another capex of INR225 Crs for
API and formulations FY 22-FY 23.

 Owing to its debt-funded capex cycle, SML’s gross debt stood at ~INR 700Crs. Further we
believe its high debt-funded incremental capex during FY21-FY22 would keep the average
gross debt elevated during FY23, despite fundraising worth INR297 Cr in November 2021.

 As per us, the company has a stretched balance sheet and continued investment into
growth projects without clear visibility towards monetization of the same remains a
negative.

Impact on P&L and Return Ratios

 SML is an aggressive spender on R&D (16% of Sales in FY21), however overall monetization
of the same remains subdued.

 Further, these growth initiatives along with high R&D investments towards the pipeline
have a significant drag on the overall margins and Return Ratios.

 Higher Gross Debt also comes with increased Interest burden which again has an impact on
the overall bottom-line.
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Increased Gross 
Debt owing to Debt 

funded capex 

Source: Company, MNCL Research

Source: Company, MNCL Research

ROE (%) & ROCE (%) in a declining trend owing to aggressive Capex spends 

Depressed ROE &ROCE 
to expand as Capex 

cycle concludes



OPTIONALITY
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Potential of option value

Recombinant Albumin – Shilpa Biocare Pvt Limited

 On successful completion of Phase I trials for NavAlbumin, SML shall be eligible to supply the product
as an excipient in the US markets. We believe DMF approvals using SMLs excipient should happen
over next 18 months.

 On a best judgement basis, we arrive at a revenue potential of INR 500crs. Due to limited
competition for the products, potential margins can be significant.

 Approval for NavAlbumin as a drug can go to H2FY24 given the timeslines around the clinical trials.

 India itself remains a net importer for Albumin and Plasma, SML can gain significant market share
being the only player in Recombinant Albumin. Approval for export markets seem to be a long lead
project.

 We thus value this opportunity at 1x potential sales (of excipients) and would await more clarity on
clinical trials.

API Business Monetization

 We value SML’s API business at INR 3200crs on a best judgement basis. Potential inflow to SML on
25% dilution can be INR 800crs.

Product Monetization

 SML can potentially monetize many of these biological molecules by going with the out licensing
route. In the US generics business, large potential molecules may attract significant marketing tie-
ups.

 As per us, this optionality can be valued at INR 270crs is at 2x the R&D spends (INR 136crs)
Source: Company, MNCL Research



OPTIONALITY 1 - RECOMBINANT ALBUMIN

Recombinant Human Albumin – NavAlbumin

Probability – Medium / Upside - High

Background

 Therapeutic human serum albumin (HSA) is primarily derived from donated human blood, which is mainly used in the treatment of liver cirrhosis, hemorrhage shock, severe burn, scald,
plastic surgery, hypoproteinemia, renal edema etc. Currently, the demand of HSA is about 850 tons per year worldwide (~70% in Asia).

 In recent years, due to shortage of blood plasma, HSA supply is shortage, particular in China and Asian countries. India remains a large importer of both Plasma and Human Serum Albumin.

 Simultaneously, the threat of blood-borne diseases such as AIDS and hepatitis has become the more and more concerns. So, FDA and EMEA explicitly encourage the application of the
recombinant HSA with animal component free

Shilpa’s NavAlbumin

 NavAlbumin is a synthetically developed product as compared to the current process of drawing the same from blood plasma.

 The reason why it marks above Human Serum Albumin: (1) Predictable supply chain, as it is produced from a scalable fermentation processes, (2) Significantly higher degree of purity, and
(3) Free from any potential contamination from HIV/HBV/HCV/Prions – since chemically defined media components are used throughout in its production

Target Market

 Recombinant Albumin as an Excipient can be sold without clinical trials, It should be easy to gain market share in regulated markets given the cost arbitrage vs leaders (Albumedix)

 Recombinant Albumin as a Drug: Currently the drug is in Phase I of Human Trials. The trials are conducted for both EU and Indian Markets. The molecule has been granted an NBE status
thus the potential pay-offs can be huge on approvals in terms of Exclusivity. Indian market itself can be lucrative with only 2 players in Human Serum Albumin (Reliance Life and Intas) with
major quantities being imported.

Manufacturing Facility

 Shilpa has setup a150,000 Ltr fermentation capacity GMP production facility for NavAlbumin– which is expected to be completed in the latter half of 2022, Total outlay of INR 275crs
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OPTIONALITY 2 - API BUSINESS MONETIZATION

API Business Monetization

Probability – High / Upside - Medium

 SML recently transferred the API Business of the Company consisting of Unit-1 and Unit-2
situated at Raichur, Karnataka by way of slump sale to wholly owned subsidiary ‘Shilpa
Lifesciences Private Limited’.

 SML also approved the fund-raising plans (Exchange filling) in the transferred entity from
strategic investors through private placement or through an IPO

Potential Valuation of API business

 API business in the 9MFY22 did a sales of INR 500crs with oncology contributing to >63%. It
remains a major player in Azacitidine which currently remains in shortage in the US market.

 It has also added the Peptide & Polymer divisions and a new Oncology intermediate to the
production blocks for stronger backward integration.

 AS per us, SML’s API business has a rich product profile which help them to consistently earn
30% plus margins.

 On a best judgement basis, we believe SML’s base API business does an EBITDA of INR 240Crs
(FY23E)

 With the strong pipeline on Peptide & Polymers and new DMF filings, we believe the API
business can consistently grow >15% on the current base.

 Given this, we believe SML’s API business itself can be valued at 15x EV/EBITDA multiple. This
would translate into a valuation of INR 3600crs for the API business itself.
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Impact of the Stake Sale

 Given the slump sale to the wholly owned subsidiary, API business should continue
to be a part of consolidated financials (Assuming dilution of <50% is private
placement).

 Incase of an IPO, as per us, SML will remain a holding company. Potential holding
company discount can be negative given that formulations and biologics division
remain loss making given the USFDA and product ramp up issues respectively.

 Further, the stake sale can help SML to pare down significant portions of leverage
(Current Gross Debt stands at~ INR 700Cr). Infusion can be in the range of INR 600-
800crs).

 This can also help bring down interest cost burden in the consolidated financials.

Source: Company, MNCL Research

https://www.bseindia.com/xml-data/corpfiling/AttachHis/ff37c0aa-82ea-489b-a6c5-d63746e0d341.pdf


OPTIONALITY 3 – FORMULATIONS AND BIOLOGICS

Biologicals

 SML has a considerable investment in the biologicals segment.

 SML is in the late phases of development (2 products in human clinical & 1 in animal 
clinicals) of several molecules with significant addressable market size. 

 We believe that the company will be able to monetise on this opportunity not only 
with the commercialisation of the molecule, but it presents the opportunity for 
strategic tie-ups and out licensing etc.

 SML has presented the proof of concept for its ability to develop complex molecules 
by development of 1 NBE and 6 biosimilars in limited competition space with 
significant cost advantage.

 Given the ongoing tie-ups with My-lab, Zydus cadilla etc., we believe SML has further 
potential for MABs manufacturing tie-ups leading to positive revenue contributions.

 SML’s expertise in Complex Chemistry, High Potent API, Peptide, Polymer, 
Formulations, Biologics also make the Company a partner of choice in CDMO segment 

19

Formulations

 SML is an aggressive R&D spender (16% of sales), which are targeted towards lucrative 
opportunities for the export markets.

 SML owns an attractive pipeline in formulations some of which have already been 
launched in EU markets like Pemetrexed Injection which according to IQVIA MAT Q2’2021 
data, has an addressable market size of EURO 519 Million in the EU markets.

 Further for the US Generics business, the approach has been to target FTFs, Para IVs and 
505(b)(2) molecules. 

 Moving forward, as soon as SML is able to resolve the USFDA alert or is able to file for 
ANDAs through 3rd party CMO and is able to de-risk the molecules for commercialising in 
US market we expect an upsurge in the revenues.

 We believe due to the nature of the business, getting approvals for new molecule and 
commercialisation of the pre-existing molecules in the pipeline in the US markets will 
have a margin accretive impact on the formulations business.

Multiple large opportunity molecules in Biologics and Formulations

Probability – Medium / Upside – High

SML can potentially monetize many of these biological molecules by going with the out licensing route. In the US generics business, large potential molecules may attract significant marketing tie-ups. 



EARNINGS
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Estimates on a best 
judgement basis 

(INR Crs)

API Formulations Biologics Total

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E

Revenue 697 837 987 343 463 556 - 80 120 1,040 1,380 1,663 

Growth(YoY%) 15% 20% 18% 35% 35% 20% - - - 15% 27% 16%

EBITDA 202 243 286 27 60 73 -44 5 10 185 308 369 

EBITDA Margin 29% 29% 29% 8% 13% 13% - 6% 8% 18% 22% 22%

MNCL View: Earnings have bottomed for SML, huge potential to surprise

 Over last 5 years SML has been in a capex cycle and has spent INR 1700crs+ on Capex and R&D over last
5 years to augment its capabilities across Formulations and Biologics.

 At the same time earnings were deeply impacted due to the Import Alert on the only USFDA plant. This
led to a stretched balance sheet and an unsupportive P&L for SML over last 2 years

 However, formulations can revive with reducing remediation costs, site transfers for lucrative products
(as per Q3FY22 presentation) and higher focus on RoW business.

 Biologics can also lead to some revenues given the CDMO and vaccine contracts which directly flow to
the EBITDA.

 SML has invested on some lucrative opportunities in formulations (healthy pipeline of complex generics)
and Biologics (targeting 4 of Top 10 global molecules with overall market size of USD 10bn+), which has
not been captured in our assumptions and optionality given the limited information on their
commercialisation.

 They have also invested in segments such as CDMO, ODFs, Transdermal etc which has not been
considered in our assumptions and optionality.

Source: MNCL Research Estimates
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VALUATION & VIEW
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Valuations Base Case Bull Case Bear Case

FY24E EBITDA (INR Crs) 369 424 297

EV/EBITDA (x) 15 15 15

Base EV (INR Crs) 5,536 6,366 4,456 

Option Value (INR Crs)

- Recombinant Albumin 500 700 275

- Product Monetization 270 340

Total EV (INR Crs) 6,306 7,406 4,731 

FY24E Net Debt (INR Crs) 647 400 850

MCap (INR Crs) 5,658 7,006 3,881 

Mar - 23 Fair value (INR) 645 807 447 

Upside / (Downside) 42% 77% -2%

Earnings Assumptions

 Triggers for Bull Case: Resolution of the USFDA Import Alert for the formulation plant to trigger monetization
of existing portfolio and the pipeline. Another key trigger for SML remains monetization of Biologics segment
where capex spends have been more than INR 350crs. In our Bull case assumptions we also assume a higher
option value for Recombinant Albumin Monetization based on management’s guidance in the Annual Report
of monetization be Sep-22 with a higher overall sales potential.

 Triggers for Bear Case: Currently API business is the only Cash cow for SML with Formulations already reeling
under pressure of the import alert in the sole facility and Biologics yet to be monetized. Any negative
regulatory action for the API plant can be a negative shock to our assumptions.

Downside Limited, Upside can be significant

 As articulated in the slide on Earnings, we believe SML’s earnings have bottomed and should move north from
here on. Beyond this, we also believe that SML has deeply invested in lucrative opportunities in formulations
and Biologics, which has not been captured in our assumptions and optionality given the limited information
on their commercialisation.

 We thus value SML on 15x EV/EBITDA basis for their base business FY24E EBITDA and the valuations of key
optionality as articulated in page 16 of the report.

 We thus arrive at a March-23 base case Fair Value of INR 645 which implies 42% upside on CMP.

 Our March 23 Bull and Bear case Fair Value are INR 807 and INR 447 respectively. On the CMP, the stock
trades at 18x PER and 13x EV/EBITDA on our estimates.

“Heads I win, tails I don't lose much” – Mohnish Pabrai

Alternative way to look at current valuations

SML’s Current EV = INR 4300crs
Valuation of API  Unit = INR 3600crs [15x FY23E EBITDA @ INR 240crs]

Residual value of Formulations + Biologics = INR 700crs
Capex Spends on Formulations + Biologics = INR 1300crs

No upside from formulations and Biologics in the price!



KEY RISK

Delay in resolution of USFDA Import Alert

 The company is in progress to de-risk its operations against single site operations. But in case of delay  in resolution this might lead to lost opportunity cost for the business

 3rd party site transfers can lead to better revenue but leads to depressed margin profile  due to additional CMO costs.

Monetization of product pipeline

 Although the company owns an attractive product pipeline, the monetisation of said products is based upon final approval from the concerning authorities

 SML has first mover’s advantage in ODF and has also commissioned a manufacturing unit for the same but there is no visibility with respect to the monetisation from the new drug delivery 
system.

 SML entered a strategic tie up with DRL for manufacturing of Sputnik-V but the rollout of the vaccine was insignificant. Hence, no significant revenue contribution was done on behalf of the 
said deal.

Aggressive Capex and leverage position

 Recent growth initiatives along with high R&D investments towards the pipeline have a significant drag on the overall margins and Return Ratios.

 Company has a highly leveraged position which precedes increased interest burden leading to depressed profitability.

Frequent need to raise capital

 SML has recently raised ~296 Cr through preferential share allotment to meet the capex requirement.

 The company plans to raise equity again through dilution of the API business which is the key revenue driver.
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BACKGROUND 
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About the Company

 SML started its operations as API manufacturer in 1989 at Raichur, Karnataka.

 SML has 2 facilities for API production in Raichur with 9 dedicated blocks for Oncology 
and 7 blocks for Non-Oncology APIs

 It has three formulation manufacturing unit located in Jadcherla and Hyderabad and 
Raichur.

 The company has well diversified its product range in niche growth businesses like 
Biologics, Transdermal & Oral Dissolving Films Formulations.

 Currently APIs contribute ~68% of revenues while Formulations contribute ~28% 
moving forward we expect this revenue split to alter.

Company Management- Board of Directors

 Omprakash Inani- Chairman – Mr. Inani has more than 30 years of business. Additionally, 
he is member of Audit and Remuneration committee of SML.

 Vishnukant Chaturbhuj Bhutada – Managing Director- He is one of the founder members 
and has 32 years of experience in the Pharmaceutical Industry. 

 Alpesh Dalal - CFO - is a qualified CA with around 23 years of experience in diverse finance 
functions. He has previously worked with large pharma companies like Lupin Ltd, Cipla Ltd 
and Wockhardt Ltd.

 Sharath Reddy - Whole time Director – has been with SML since 1991 and is having an 
experience in pharmaceutical API manufacturing, Operations & Execution of Greenfield & 
brown field Projects.

Shilpa Medicare was 
established 

Became listed on BSE

Acquired Loba
Feinchemie GmbH, 
Austria

Entered JV with ICE &
PCA, Italy

Acquired Raichem
lifesciences Pvt. Ltd.

Jadchelra facility became 
operational

Facilities at Raichur and 
Jadchelra received 
USFDA approval

Acquired Navya Biologics 
Pvt. Ltd.

Commenced 
manufacturing ODF & 
transdermal Patches

Source: Company, MNCL Research



FACILITIES
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Unit-1 Raichur

• Capability: Oncology / 
non-Oncology APIs and 
CRAMS functions 

• Capacity: 

✓ 4 Oncology blocks with 
reactor volume 28,000L; 

✓ 3 non-Oncology blocks 
with reactor volume 
38,000L

• Approvals: USFDA, 
EUGMP, PMDA, Cofepris, 
KFDA, WHO GMP

Unit-2 Raichur

• Capability: 100% Export 
oriented API Unit

• Capacity: 

✓ 5 Oncology blocks with 
reactor volume 
1,22,000L 

✓ 5 non-Oncology blocks 
with reactor volume 
53,000L 

• Approvals: USFDA, 
EUGMP, PMDA, Cofepris, 
WHO GMP

Unit-4 Jadcherla

• Capability:Formulations

• Capacity: Oral solid 
block: Separate 
Injectable blocks 

• Products: Lyophilisation, 
tablets & capsules large 
and small volume 
parenteral injectables.

• Approvals: USFDA, 
EUGMP, Anvisa, Cofepris, 
DIGIMED-Peru, WHO 
GMP, etc

Unit -5 Hyderabad

• Capability: Formulations 
(Oral Dissolving Films); 
Bio analytical lab, 
Pharmacovigilance lab & 
quality control lab

• Capacity: 800,000 units 
/day. 

• Products: Orally 
Dissolving Strips. 

• Approvals: WHO-GMP, 
Pharmacy Poison Board 
Kenya, National Drug 
Authority Uganda

Unit -6 Bangalore 

• Capability: TDS & ODF 
manufacturing facility & 
formulation R&D

• Capacity: 40 million 
products per year 

• Products: Transdermal 
stripes and Oral thin 
films. 

• Approvals: GMP 
compliant

Unit-3 Dharwad

• Capability: Biologicals 
manufacturing plant & 
R&D facility

• This new facility helps 
bridge the gap between 
R&D and large scale GMP 
manufacturing 
requirements of most 
biopharma customers

• Approvals; EHRMP 
requirements of the 
NBM program
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Source: Company, MNCL Research

Source: Company, MNCL Research

Y/E March (Rs Crs) FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E

Net Sales 779 789 733 908 901 1,056 1,399 1,686 

% growth 9% 1% -7% 24% -1% 17% 32% 20%

Raw Materials  418 314 257 294 330 386 511 616 

% of sales  112% 88% 100% 106% 122% 122% 122% 122%

Personnel  128 149 176 197 235 286 349 426 

% of sales  16% 19% 24% 22% 26% 22% 22% 22%

Manufact. & Other Exp.  å 118 132 146 219 223 268 323 386 

% of sales  15% 17% 20% 24% 25% 25% 23% 23%

EBITDA  162 151 154 215 172 185 308 369 

EBITDA Margin (%) 21% 19% 21% 24% 19% 18% 22% 22%

Depreciation  31 37 42 44 54 71 75 81 

EBIT  131 114 112 171 118 114 233 288 

Interest Expenses  3 3 4 5 22 62 46 44 

PBT From Operations  128 111 108 166 96 52 187 244 

Other Income 29 33 16 22 40 41 43 44

PBT  157 144 124 188 136 93 230 287 

Exceptionals (5) - 20 - 61 - - -

PBT after Exceptional  153 144 144 188 197 93 230 287 

Tax-Total  42 34 26 33 49 23 57 72 

Effective Tax Rate (%) 28% 24% 18% 18% 25% 25% 25% 25%

Reported PAT  111 110 117 155 148 70 172 216 

PAT Margin 14% 14% 16% 17% 16% 7% 12% 13%

% Growth 4% 0% 7% 32% -4% -53% 147% 25%

Y/E March (Rs Crs) FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E

SOURCES OF FUNDS

Capital 8 8 8 8 8 9 9 9 

Reserves & Surplus 979 1,077 1,189 1,321 1,471 1,837 2,009 2,225 

Shareholders’ Funds 984 1,080 1,190 1,321 1,467 1,835 2,007 2,223 

Minority Interest -3 -5 -8 -8 -11 -11 -11 -11 

Total Loan Funds 143 68 81 165 480 445 312 296 

Total Liabilities 1,472 1,499 1,610 1,989 2,638 3,088 3,026 3,253 

APPLICATION OF FUNDS

Gross Block 705 793 853 986 1,421 1,634 1,765 1,919 

Accumulated Dep. 213 259 295 336 311 382 457 538 

Capital WIP 90 135 304 482 302 265 273 300 

Net Fixed Assets 632 744 987 1,317 1,652 1,858 1,993 2,144 

Investments 28 21 2 10 21 21 21 21 

Other non-current assets 82 62 76 38 46 46 46 46 

Goodwill

Inventories 190 189 188 226 317 289 326 393 

Sundry Debtors 171 220 204 247 223 261 346 417 

Other Current Assets 22 26 45 77 181 159 153 185 

Cash & Cash Equivalent 325 193 95 45 123 366 25 -91 

Loans and Advances 22 44 14 29 74 87 115 138 

Total Current Assets 730 672 545 624 918 1,162 965 1,041 

Trade Payables 111.86 103.74 80.72 92.55 72.15 84.58 134.16 161.66 

Other Current Liabilities 28 60 82 142 275 275 161 161 

Provisions 5 4 5 11 11 11 11 11 

Total Current Liab. & Prov. 237 266 253 411 602 661 567 594 

Net Current Assets 493 406 292 213 316 501 398 447 

Total Assets 1,472 1,499 1,610 1,989 2,638 3,088 3,026 3,253 
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Y/E March (Rs mn) FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E

Pre-tax profit 131 114 112 171 118 114 233 288 

Net chg in working capital (124) (50) 27 (57) (103) 11 (208) (165)

Cash flow from operating activities (a) 37 45 147 124 47 81 88 92 

Capital expenditure (171) (158) (279) (370) (310) (120) (140) (180)

Adjusted FCF 209 203 426 495 357 201 228 272 

Cash flow from investing activities (b) (262) (9) (196) (290) (404) (105) (182) (147)

Debt raised/(repaid) 161 (69) 1 163 394 11 (162) (16)

Dividend (incl. tax) 1 1 1 1 1 - - -

Cash flow from financing activities (c) 304 (74) 8 110 426 266 (246) (61)

Net chg in cash (a+b+c) 79 (38) (41) (56) 69 243 (341) (116)

Y/E March FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E

Growth ratios (%)

Net sales 8.8 1.2 -7.0 23.8 -0.7 17.2 32.4 20.5 

EBITDA 1.0 -6.4 1.8 39.3 -20.0 7.9 66.2 19.9 

Adjusted Net Profit 4.1 -0.5 6.7 31.9 -4.5 -52.9 147.0 25.2 

Margin Ratio (%)

EBITDA Margin 20.7 19.2 21.0 23.6 19.1 17.5 22.0 21.9 

EBIT Margin 16.8 14.5 15.3 18.8 13.1 10.8 16.6 17.1 

PBT Margins 20.2 18.3 16.9 20.7 15.1 8.8 16.4 17.0 

PAT Margin 14.2 14.0 16.0 17.1 16.4 6.6 12.3 12.8 

Return Ratio (%)

ROE 11.2 10.2 9.9 11.7 10.1 3.8 8.6 9.7 

ROCE 9.1 8.8 8.7 9.4 6.8 2.7 6.7 7.8 

ROIC 12.8 11.8 10.9 11.7 10.0 6.0 10.7 11.9 

Turnover Ratio days (days)

Fixed Asset Turnover Ratio 1.2 1.1 0.7 0.7 0.5 0.6 0.7 0.8 

Inventory Period 89 87 93 91 128 100 85 85 

Debtors Period 5 4 4 4 4 4 4 4 

Creditors Period 52 48 40 37 29 29 35 35 

Net Working Capital Days 41 43 57 58 103 75 54 54 

Solvency Ratio (%)

Net Debt-equity (x) 0.2 0.2 0.1 0.2 0.5 0.4 0.3 0.3 

O/s Shares 8 8 8 8 8 9 9 9 

Fully Diluted Shares 8 8 8 8 8 9 9 9 

Per share (Rs)

Basic EPS (reported) 13.8 13.5 14.4 19.0 18.2 8.0 19.8 24.8 

CEPS 17.3 17.5 18.9 24.5 24.8 16.2 28.5 34.2 

Book value 122.9 132.5 146.0 162.1 180.0 211.4 231.2 256.1 

Valuation

P/E 44.8 28.6 19.6 23.7 29.9 67.5 27.3 21.8 

P/BV 5.0 2.9 1.9 2.8 3.0 2.6 2.3 2.1 

EV/EBITDA - - - - - - - -

EV/Sales 6.2 4.0 3.2 4.4 5.6 4.8 3.8 3.2 
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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.
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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.
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