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IPO Note

SECTOR UPDATE
JUNE 24,2019Glenmark Life Science SUBSCRIBE

Glenmark Life Science  IPO – A rich cash-flow company

Issue Details

Issue  Opens on 27th July 2021

Issue Close on 29th July 2021

Issue High Price 720

Issue Low Price 695

Bid Lot 20 shares & in multiples

No of Shares
2,15,51,798 –
2,10,22,222

FV 2

High Price MCAP 85520 Mn. 

Low Price MCAP 88220 Mn.

BRLM DAM, BOB, SBI, Kotak,GS
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 Glenmark Life Science Limited (GLS) is a leading developer and manufacturer of select high
value, non-commoditized Active Pharmaceutical Ingredients (APIs) in chronic therapeutic
areas such as Cardiovascular, CNS, diabetes, anti – infective and others.

 It has a portfolio of 120 molecules which is globally exported to North America, Latin
America, Japan & ROW. As per IQVIA, the total market size of 120 molecules has grow at a
CAGR of 4.4% during FY18-20 to $140 bn. In FY20 from US$ 129 Bn. and is expected to grow
at 4.5% CAGR to US $ 160 Bn. By FY23E.

 GLS has annual total installed Capacity of 725 kl as on 9MFY21 and intends to add 200 KL by 
FY23E.

 GLS filed 399 DMFs (Drug Master File) as on 9MFY21 and works with 16 out of 20 largest 
global generic companies.

 Geographically, GLS  regulated market accounts for 71% of the total sales, Emerging market 
accounts for 26% of the total sales  and the balance 3% is generated from other operating 
revenues.

 GLS top 5 clients contribution has increased to 57.2% of the sales in 9MFY21 from 56.7% in 
FY20 and 54.4% in FY19.

 GLS 84% of the sales is derived the generic segment, 13% is derived  from the CDMO and 
the balance 3% from the other operating  revenue.

Utilization of the IPO proceeds

 Funding capital expenditure requirements - Rs.  1528 mn

 Payment of outstanding purchase consideration to the promoter for the spin-off of the 
API business  - Rs. 8000 mn

 General corporate purposes  - Rs. 1072 mn

Category

No of shares     
at higher 

band 

No of 
shares at 

lower band
% of 
Issue

QIB 10775898 10511110 50%

HNI 3232770 3153334 15%

Retail 7543130 7357778 30%

Shareholding Pattern (%)
Pre Issue Post Issue

Promoters 100% 82.84%
Public 17.16%
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Strengths of Glenmark Life Science
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1. Leadership in Select High Value, Non-Commoditized APIs in Chronic Therapeutic Areas

GLS is a leading developer and manufacturer of select high value, non-commoditized APIs in chronic therapeutic areas, including CVS, CNS and
pain management and diabetes and continue to branch into other APIs. GLA has a portfolio of 120 molecules and its API portfolio comprises of
specialized and profitable products, including niche and technically complex molecules, which reflects company’s ability to branch into other
high value products. As of March 31, 2021, GLS sold APIs in India and exported our APIs to multiple countries in Europe, North America, Latin
America, Japan and ROW. The total market size in terms of sales for our portfolio of 120 molecules globally was estimated to be around US$142
billion in 2020 and is expected to grow by about 6.8% over the next five years to reach to about US$211 billion by 2026.

2.     Strong Relationships with Leading Global Generic Companies

Over the years, GLS has established strong relationships with leading global generic pharmaceutical companies that has helped the company
expand their product offerings and geographical reach. As of March 31, 2021, 16 of the 20 largest generic companies globally were customers of
GLS. As on FY21, 69% of their customers were repeat customers and the company enjoys long standing position with many of our key
customers, including Glenmark, Teva Pharmaceutical Industries, Torrent Pharmaceuticals, Aurobindo Pharma, Krka and another company which
is a global leader in generic pharmaceuticals and biosimilars.

3. Cost Leadership across Products through Careful Monitoring and Continuous Effort

GLS enjoys cost leadership across many of their products through the careful application of operations initiatives, sourcing initiatives and R&D
initiatives supported through a continuous effort by their Quality and Regulatory Affairs teams. Their long-term relationships with global generic
companies has also helped them plan their capital expenditure, enhance ability to benefit from increasing economies of scale with stronger
purchasing power for raw materials and a lower overall cost base, thereby maintaining a competitive cost structure to achieve sustainable
growth and profitability.
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API Market size by revenue
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GLS is expected to sell above 85% of its produced quantity
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Manufacturing Plants Therapies FY18 FY19 FY20 FY21E FY22E FY23E

Ankleshwar

Annual Production Capacity (MT) CVS , CNS 210 251 246 301 346 388

% change 20% -2% 22% 15% 12%

Actual Production (MT) 174 206 214 259 294 326

% change 18% 4% 21% 14% 11%

Capacity Utilisation 83% 82% 87% 86% 85% 84%

Dahej

Annual Production Capacity (MT) CVS, Pain Management, Gastro 95 122 112 151 189 227

% change Anti- Infectives , CVS 28% -8% 36% 25% 20%

Actual Production (MT) 75 101 97 133 161 195

YoY 35% -4% 37% 21% 21%

Capacity Utilisation 79% 83% 87% 88% 85% 86%

Mohol

Annual Production Capacity (MT) CVS , Diabetes 65 27 33 55 66 76

% change -58% 22% 65% 20% 15%

Actual Production (MT) 61 21 28 47 57 65

% change -65% 31% 70% 20% 15%

Capacity Utilisation (%) 95% 78% 83% 86% 86% 86%

Kurkhumbh

Annual Production Capacity (MT) Diabetes, Derma 41 43 43 56 72 90

% change 4% 1% 30% 28% 25%

Actual Production (MT) 31 32 32 38 48 59

% change 4% 3% 17%

Capacity Utilisation 74% 74% 75% 68% 67% 66%

Total Production 410 443 434 563 672 780

Sales Volume 345 404 404 468 572 678

% sold of produced 84% 91% 93% 83% 85% 87%

Choice Institutional Equities  Estimates
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IPO Calculation
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Filing Range

(Rs and shares in millions, 
except per share amounts)

Low Midpoint High

Offering price per share ₹ 695.00 ₹ 707.50 ₹ 720.00

Shares

Shares offered

Primary shares issued 107.805  107.805  107.805  

Secondary shares sold 6.300  6.300  6.300  

Fresh shares offered 14.722  14.982  15.252  

Base deal shares issued/sold 128.827  129.087  129.357  

Overallotment – primary shares – – –

Overallotment – secondary shares – – –

Total overallotment – – –

Total shares issued/sold 128.827  129.087  129.357  

Pro forma shares

Existing Issuer FDSO 6.620  6.620  6.620  

( + ) Primary shares issued 107.805  107.805  107.805  

( + ) Fresh shares issued 14.722  14.982  15.252  

Pro forma Issuer FDSO 129.148  129.408  129.677  

Offering Size

Base deal ₹ 89,534.88 ₹ 91,329.25 ₹ 93,136.86

( + ) Overallotment – – –

Total offering size ₹ 89,534.88 ₹ 91,329.25 ₹ 93,136.86
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IPO Valuation
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IPO Proceeds

Gross primary proceeds ₹ 74,924.44 ₹ 76,272.00 ₹ 77,619.56

( – ) Underwriting discount ₹ 0.00 ₹ 0.00 ₹ 0.00

( – ) Expenses ₹ 0.00 ₹ 0.00 ₹ 0.00

Net primary proceeds ₹ 74,924.44 ₹ 76,272.00 ₹ 77,619.56

Valuation

Market capitalization

IPO valuation ₹ 89,757.59 ₹ 91,555.96 ₹ 93,367.58

( + ) IPO discount ₹ 13,463.64 ₹ 13,733.39 ₹ 14,005.14

Fully distributed ("FD") valuation ₹ 1,03,221.23 ₹ 1,05,289.36 ₹ 1,07,372.71

2022E earnings ₹ 6,000.00 ₹ 6,000.00 ₹ 6,000.00

Implied 2022 IPO P/E multiple 15.0x  15.3x  15.6x  

Implied 2022 FD P/E multiple 17.2x  17.5x  17.9x  

2023E earnings ₹ 7,825.00 ₹ 7,825.00 ₹ 7,825.00

Implied 2023 IPO P/E multiple 11.5x  11.7x  11.9x  

Implied 2023 FD P/E multiple 13.2x  13.5x  13.7x  
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Income Statement (INR m) FY19 FY20 FY21 FY22E FY23E Cash Flows (INR m) FY19 FY20 FY21 FY22E FY23E

Revenue 8864 15373 18860 24433 30730 Cash Flows from Operation -4640 3056 4703 4704 6336

Gross profit 5341 8469 9806 13412 16994 Capex -93 -512 -679 -1007 -1070

EBITDA 2477 4720 5921 8403 10848 Free Cash Flows -4604 1230 3217 4396 5745

Depreciation 193 294 334 371 425 Cash Flows from Investing -961 177 -720 -1078 -1084

EBIT 2285 4426 5587 8032 10423 Cash Flows from Financing 11620 -1517 -2131 -1066 -933

Other income 4 120 8 10 10

Interest expense 6 335 875 0 0 Ratios                          FY19 FY20 FY21 FY22E FY23E

PBT 2283 4211 4719 8042 10433 Cash EPS 20.1 32.0 36.1 49.3 63.5

Tax 327 1080 1193 2010 2608 BVPS 90 410 768 1384 2182

PAT 1956 3131 3526 6031 7825 Higher Band PE  (x) 29.2 24.8 22.1 12.9 10.0

EPS 18.28 29.26 32.96 46.40 60.19 Lower Band PE  (x) 28.2 23.9 21.3 12.5 9.6

Higher band P/BV  (x) 8.0 1.8 0.9 0.5 0.3

Balance Sheet (INR m) FY19 FY20 FY21 FY22E FY23E Lower band P/BV  (x) 7.7 1.7 0.9 0.5 0.3

Net worth 881 4017 7527 13559 21383 Higher band P/Sales  (x) 3.2 1.8 1.5 1.2 0.9

Total debt 0 0 0 0 0 Lower band P/Sales  (x) 3.1 1.8 1.4 1.1 0.9

Trade Payables 1829 2011 2213 2477 2778 Revenue growth  (%) NA 73.4 22.7 29.5 25.8

Provisions 140 140 199 220 246 EBITDA growth  (%) NA 90.5 25.4 41.9 29.1

Total Liabilities 14754 17256 19971 25295 32579 PAT growth  (%) NA 60.1 12.6 71.0 29.7

Gross Block 5354 5866 6421 7428 8499 EBITDA Margin (%) 27.9 30.7 31.4 34.4 35.3

Net Block 4499 5391 5648 6284 6929 PAT Margin (%) 22.1 20.4 18.7 24.7 25.5

Capital WIP 803 107 141 212 225 Inventory days 165 98 99 88 80

Investments 0.8 0.8 0.8 1.0 1.0 Receivable days 185 152 120 100 90

Cash & bank balance 21 100 1156 3717 8036 Creditor days 75 48 43 37 33

Total Assets 14753 17256 19970 25284 32558 ROE  (%) 99.3 77.9 46.8 44.5 36.6

Capital Employed 949 4181 7755 13777 21591 ROCE  (%) 240.7 105.8 72.0 58.3 48.3

Invested Capital 902 4117 8683 17275 29420 ROIC  (%) 217.0 79.9 48.1 34.9 26.6

Source: Choice Institutional Equities Estimates
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Choice RATING DISTRIBUTION & METHODOLOGY

BUY The security is expected to provide positive returns of >15% over a 1-Y horizon

ADD The security is expected to provide positive returns of >5% - <15% over a 1-Y horizon

NEUTRAL The security expected to provide 5%  - -5% over 1 – Y horizon

REDUCE The security is expected to fall by -6 - -15% over a 1-Y horizon

STRONG SELL The security is expected is to fall by  > 15% over a 1-Y horizon

DISCLAIMER

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited (“CEBPL”) is a registered Research Analyst Entity (hereinafter be referred as “CEBPL”). “CEBPL” is a registered stock broker or intermediary
engaged in Stock Broking, Depository Participant. Registered member of National Stock Exchange of India Ltd (NSEIL), Bombay Stock Exchange Ltd (BSE), Metropolitan Stock
Exchange of India Ltd (MSEI). CEBPL is also a depository participant with Central Depository Services Ltd (CDSL) & National Securities Depository Limited (NSDL)

This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL RE”
Limited. The Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research analysts have received compensation based upon
various factors, which may include quality of research, investor client feedback, stock picking, competitive factors and firm revenues etc.
Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or completeness of such information.
Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does not accept any liability as a result. Securities and Derivatives
markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance.

General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment objectives,
financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are expression of views
and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through CEBPL
nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions /
views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein. Recipients of this “Report”
should rely on information/data arising out of their own Study/investigations. It is advised to seek independent professional advice and arrive at an informed trading/investment
decision before executing any trades or making any investments. This ‘Report’ has been prepared on the basis of publicly available information, internally developed data and
other sources believed by CEBPL to be reliable. CEBPL or its directors, employees, affiliates or representatives shall not be responsible for, or warrant for the accuracy,
completeness, adequacy and reliability of such information / opinions / views. Though due care has been taken to ensure that the disclosures and opinions given are fair and
reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary
damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report.
The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any
investments. Yester performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take advice
of their tax advisers regarding taxation aspects of any potential investment. Opinions are based on the current scenario as of the date appearing on this ‘Report’ only. CEBPL does
not undertake to advise you as to any change of our views expressed in this “Report’ may differ on account of differences in research methodology, personal judgment and
difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold CEBPL, its employees and associates responsible for any losses,
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DISCLAIMER

Disclaimers in respect of jurisdiction: This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject “CEBPL RE” to
any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India), where any action for
such purpose(s) is required. Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in compliance
with all applicable laws and regulations of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to observe any restrictions at his own expense,
without any liability to “CEBPL”. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).

Statements on ownership and material conflicts of interest, compensation - CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its Associates/
research Analyst who is preparing this report.

Disclosures of Interest (Additional):
1. “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in this report.
2. “CEBPL” its research Analyst, or its associates or relatives of the research analyst
3. affiliates collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the month immediately preceding the distribution

of the research report.
4. “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this research report.
5. “CEBPL”, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other products

or services from the company(ies) covered in this report, in the past twelve months.
6. “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the company (ies)

covered in this report.
7. “CEBPL, or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in connection with the

research report.
8. CEBPL research analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.
“CEBPL”, its research analyst has not been engaged in market making activity for the company(ies) covered in the Research report.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given below

Sr. No. Particulars Yes / No

1.
Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for investment banking
transaction by CEBPL

No

2.
Whether Research Analyst, CEBPL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1% of the company(ies)
covered in the Research report

No

3. Whether compensation has been received by CEBPL or its associates from the company(ies) covered in the Research report No

4.
CEBPL or its affiliates have managed or co-managed in the previous twelve months a private or public offering of securities for the company(ies)
covered in the Research report

No

5.
CEBPL, its research analyst, his associate, or its associates have received compensation for investment banking or merchant banking or brokerage
services or for any other products or services from the company(ies) covered in the Research report, in the last twelve months

No
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DISCLAIMER

Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or
reproduction, in whole or in part, is permitted without the CEBPL’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its
entirety.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives, financial
situation or particular needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or summary of any
securities, markets, reports or developments referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall have any liability,
however arising, for any error, inaccuracy or incompleteness of fact or opinion in this “report” or lack of care in this report’s preparation or publication, or any losses or damages
which may arise from the use of this research report.

Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers
may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial
instruments may be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United
States. The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S.
dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related financial instruments.
Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance.
Income from investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest
of investors. Any recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.
No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts
no liability whatsoever for the actions of third parties in this respect.
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THE END
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