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Recommendation: SUBSCRIBE

Details of the Issue

Price Band 31490 - X 1500
Issue Size % 6,480 Cr
Opening Date Nov 9, 2020
Closing Date Nov 11, 2020
Face Value %10
Bid Lot 450
Listing on BSE, NSE

Objects of the Issue

To finance the working capital requirement, meet
capex funding requirements and general
corporate purposes

Lead Managers

Citigroup Global Markets India Private Limited
Haitong Securities India Private Limited

Kotak Mahindra Capital Company Limited
Nomura Financial Advisory And Securities (India)

Registrar

Link Intime India Private Ltd

Investment Details

No. of shares at

130
cut-off
LAl
Max . mount to 21,95,000
be paid (*)
Offer
Fresh Issue 1,250 Cr
OFS * ¥5,230Cr

*Fosun Singapore, Gland Celsus, Empower Trust and
Nilay Trust are selling shareholders

Minimum Bid
Quantity 10
Amount % 15,000

Source: RHP, GEPL Capital Research

November 4,2020

Company Background

Gland Pharma is one of the fastest growing generic injectables-focused companies by revenue in
the United States from 2014 to 2019 (Source: IQVIA Report). They sell products primarily under a
business to business (“B2B”) model in over 60 countries as of June 30, 2020, including the United
States, Europe, Canada, Australia, India and the Rest of the world.

They also have an extensive track record in complex injectables development, manufacturing and
marketing and a close understanding of the related sophisticated scientific, technical and
regulatory processes. Around 33% of the API requirement is imported from China as of FY20.
Gland has presence in sterile injectables, oncology and ophthalmics, and focus on complex
injectables, NCE-1s, First to-File products.

They have 7 manufacturing facilities in India, comprising 4 finished formulation facilities and 3 API
facilities. The company has 267 ANDA filings comprising 191 ANDA filings for sterile injectables, 50

for oncology and 26 for ophthalmics related products, of which 215 have been approved. Around
62% of revenues are derived from USA.

Promoters: Fosun Singapore and Shanghai Fosun Pharma

Strengths & Strategies

Extensive and vertically integrated injectables manufacturing capabilities with a
consistent regulatory compliance track record

Seven manufacturing facilities are situated in southern India including two sterile injectables
facilities, one dedicated Penems facility, one oncology facility and three API facilities. The finished
formulation manufacturing facilities with a total of 22 production lines possess the flexibility to
accommodate different product requirements without the need to install new production lines.

Diversified B2B-led model across markets, complemented by a targeted B2C model
in India

B2B business models enable Gland to (i) grow market share in key markets such as the United
States, Europe, Canada and Australia, particularly the United States, while reducing the marketing
investments we need to make, (ii) leverage the reputation of their marketing partners in their
home markets to build their own presence in these markets, (iii) build their own reputation as a
complex injectables manufacturer with a consistent compliance record attracting confidence from
other potential marketing partners.

In the June Qtr, revenue generated from B2C model was around 3% in India.

Expand product portfolio and delivery systems to drive revenue growth

According to the IQVIA Report, injectable manufacturers face high entry barriers such as high
capital investments, operational costs, manufacturing complexities, stricter compliance
requirement (because of the sterile nature of products) and high-quality standards resulting in
limited competition in the market.

Align with Shanghai Fosun Pharma to increase market share

Gland can benefit from Shanghai Fosun Pharma'’s (i) market experience and know-how in navigating
through the rapidly evolving Chinese healthcare landscape, (ii) ability to access key markets to
provide coverage for a portfolio of products, (iii) scale and bargaining power to procure raw
materials and equipment from China, and (iv) extensive sales, logistics and distribution network
to enable market penetration across China.

Capex for manufacturing and technology

Gland has increased its manufacturing capacities from 670 million units per annum in

Fiscal 2018 to 755 million units as of June 30, 2020. Accordingly, they are expanding manufacturing
footprint in order to increase our product development and manufacturing capabilities.




Equity | India | GEPL
CAPITAL

November 4,2020

Valuation & Recommendation

The offer is Priced at P/E of ~18.52x on annualized EPS of the quarter ended June 2020. Gland
Pharma is one of the biggest pharma IPOs. The company has a focus on complex injectables which
has high entry barriers and strategic partnerships to penetrate new markets like China which can
prove to be a lucrative opportunity for the company.

With a strong product pipeline and more complex products under development, focus on B2B
expansion and licensing and opportunities to enter more therapy areas, the offer looks attractive.

We recommend a SUBSCRIBE to the offer.

Financial Snapshot

Particulars

As at June 30, 2020

FY2020

FY2019

FY2018

Equity share capital 154.95 154.95 154.95 154.95
Net worth 39,634.67 36,462.35 | 28,619.99 | 24,103.59
Net asset value per share* 255.79 235.32 184.71 155.56
Total Borrowings 49.60 49.60 54.90 59.15
Total income 9,162.89 27,724.08 | 21,297.67 | 16,716.82
Restated profit for the year/period 3,135.90 7,728.58 | 4,518.56 | 3,210.51
EPS 20.24 49.88 29.16 20.72

Source: RHP, GEPL Capital Research
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Disclaimer:

This report has been prepared by GEPL Capital Private Limited ("GEPL Capital "). GEPL Capital is regulated by the Securities and Exchange Board of India. This report does not constitute a prospectus, offering circular
or offering memorandum and is not an offer or invitation to buy or sell any securities, nor shall part, or all, of this presentation form the basis of, or be relied on in connection with, any contract or investment
decision in relation to any securities. This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that any investment
strategy, recommendation or any other content contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. All investments involve risks
and investors should exercise prudence in making their investment decisions. The report should not be regarded by the recipients as a substitute for the exercise of their own judgment. Any opinions expressed in
this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of GEPL Capital as a result of using different assumptions and criteria. GEPL
Capital is under no obligation to update or keep current the information contained herein. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options,
derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Past performance is not necessarily indicative of future results. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report.

Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments. There is no representation that any transaction can or could have been
effected at those prices and any prices do not necessarily reflect GEPL Capital’s internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions,
by GEPL Capital or any other source may yield substantially different results. GEPL Capital makes no representation or warranty, express or implied, as to, and does not accept any responsibility or liability with
respect to, the fairness, accuracy, completeness or correctness of any information or opinions contained herein. Further, GEPL Capital assumes no responsibility to publicly amend, modify or revise any forward-
looking statements, on the basis of any subsequent development, information or events, or otherwise. Neither GEPL Capital nor any of its affiliates, directors, employees or agents accepts any liability for any loss
or damage arising out of the use of all or any part of this report. In no event shall GEPL capital be liable for any direct, special indirect or consequential damages, or any other damages of any kind, including but
not limited to loss of use, loss of profits, or loss of data, whether in an action in contract, tort (including but not limited to negligence), or otherwise, arising out of or in any way connected with the use of this
report or the materials contained in, or accessed through, this report.

GEPL Capital and its affiliates and/or their officers, directors and employees may have similar or an opposite positions in any securities mentioned in this document (or in any related investment) and may from
time to time add to or dispose of any such securities (or investment). The disclosures contained in the reports produced by GEPL Capital shall be strictly governed by and construed in accordance with Indian law.
GEPL Capital specifically prohibits the redistribution of this material in whole or in part without the written permission of GEPL Capital and GEPL Capital accepts no liability whatsoever for the actions of third
parties in this regard.
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