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Concord Biotech BUY ChOlce

Concord Biotech reported earnings were below our expectations. Revenue at INR 3,190mn

May 29, 2024
(+17% YoY and +32.5% QoQ) came on the back of robust performance in the APl segment
which saw a growth of 13.6% YoY and 54% QoQ. EBITDA margin were impacted and saw a o (Rs) 1,406
decline by 525bps YoY and 189bps QoQ at 42.1% change in the product mix and increases Target Price (Rs) 1,716
marketing expenses. PAT was reported at INR 950mn with a growth of 3.9% YoY and 22.5%  pgtential Upside (%) 22
QoQ. The share is international patient was 14% in Q4FY24 and 15% in FY24. The
management continues to expect the revenue will grow at a CAGR of 25% over the period Company Info
of 3-5 years. BB Code CONCORD IN
. . ISIN INE338H01029
= API Business: In Q4FY24, the API business grew by 13.6% YoY and 54% QoQ to INR 2,654mn. Face Value (Rs.) T
2 new products were introduced in the immunosuppressive and anti-infective categories 52 Week High (Rs.) 1712
in FY24. The company has been expanding its portfolio into antibiotics and oncology, and 52 Week Low (Rs.) 900
going forward, it is anticipated that the share will rise and the reliance on MKkt Cap (Rs bn.) 147
immunosuppression will be lesser than last year. It is anticipated that the introduction of 4+ Cap ($ bn.) 18
new products and growing market share from current clients would result in a strong  ghares o/s (Mn.)/F.Float (%) 104.6/56
ramp-up for the API business. TTM EPS (Rs) 295
* Formulation Business: During the quarter, the formulation business had a revenue of INR _EPS FY26E (Rs) 47.7

536mn (+37.4% YoY / -21.8% QoQ). The company has added 21 new products in

Nephrology, Critical Care & Rheumatology in FY24. Concord is the only company in India Shareholding Pattern (%)
Mar-24  Dec-23  Sep-23

producing fermentation APls and forward integrating them into finished formulations.

The company has expanded its position in government institutions and large and mid- Promoters 44.08 44.08 44.08
. . . - . . . .. FII 6.49 7.00 7.30
sized corporate hospitals, in addition to introducing new products. It is anticipated that > g 840 812
. . . . . . DIl’s 41 A4 A1
regulatory approval in emerging markets will accelerate in comparison to the previous
Public 41.03 40.52 40.50

year. Future growth will be driven by adding new dosage forms, such as injectable,
broadening the portfolio, and increasing the geographic reach.

= Margin Profile: The gross margin decreased by 708bps YoY and 830bps QoQ to 72.1%, Relative Performance (%)

while the EBITDA margin decreased by 525bps YoY and 189bps QoQ to 42.1%. These YTD 3M 6M 9M
declines were caused by changes in the product mix, increased marketing and selling  BSE Healthcare 0.7 199 27.6
costs, and increased R&D, all of which are anticipated to normalize in the future. The Concord Biotech 48 121 41.0

management anticipates that due to operational efficiency, EBITDA will expand at a much
faster rate than top-line growth. The start of the injectable facility will result in a little Rebased Price Performance

slower growth in margins, which will be somewhat offset by the Limbasi facility's

operating efficiency. 200 -

p g Y 0

= Outlook & Valuation: We are optimistic about Concord Biotech because of the following: | 160 -
1) top-line growth at a CAGR of 25% over the next 3-5 years driven by robust pipeline; 2) 1‘218 T

the APl & Formulations segment, which is benefiting from new launches and the addition 100
of injectables to its portfolio; 3) ready capacities and low utilization levels that present | 80 -
opportunities for operating leverage and margin expansion; and 4) ongoing exploration of | 60 -
opportunities in the CDMO segment, which will accelerate growth. We estimate FY23- gg |

26E Revenue/EBITDA/PAT CAGR of 21.4%/25.7%/27.6%. We value the stock at 36x FY26E 0

EPS to arrive at a target price of Rs.1,716 (unchanged) and with a BUY rating on the stock. LI IITIT I
P 2iiissss:
. . I v O z o0 - L S <
Financial Snapshot 2
BSE HC Concord Biotech
Year end: March FY22 FY23 FY24 FY25E FY26E
Revenue (INR Mn.) 7,129 8,532 10,169 12,411 15,261
Gross Profit (INR Mn.) 5,489 6,730 7,877 9,780 12086 Deepika Murarka -
Email: deepika.murarka@choiceindia.com
EBITDA (INR Mn.) 2,733 3,433 4,316 5,374 6,822  Ph:+912267079513
EBITDA Margin (%) 38.3 40.2 42.4 43.3 44.7 Maitri Sheth
Email: maitri.sheth@choiceindia.com
EPS (INR) 16.7 22.9 29.5 37.4 47.7 Ph: +91 22 6707 9513

Source: Company, CEBPL
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Quarterly performance

Rs. In Mn Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%)
Net Sales 3,190 2,726 17.0 2,408 32
Material Consumed 888 566 56.9 471 89
Gross Profit 2,301 2,160 6.6 1,937 19
Gross Margin (%) 72.1 79.2 -708bps 80.4  -830bps
Employee Cost 340 287 18.4 307 11
Operating Expenses 619 582 6.3 571 8
EBITDA 1,343 1,291 4.1 1,059 27
EBITDA Margin (%) 42.10 47.35 -525bps 43.99  -189bps
Depreciation 137 142 -3.3 135 1
Other Income 108 122 -11.4 82 32
Interest 5 15 -68.2 5 -7
Exceptional Items - - NA - NA
Profit from Associate -22 -20 9.2 30 -173
PBT 1,287 1,236 4.1 1,031 25
Tax 337 321 4.9 255 32
Adj. PAT 950 915 3.9 776 22
Adj. EPS (Rs./share) 9 9 3.9 7.4 22

Source: Company, CEBPL

CEBPL Estimates vs Actual

Rs. In Mn. Actual CEBPL Estimates % Change
Sales 3,190 3,410 (6.5)
EBITDA 1,343 1,622 (17.2)
EBITDA Margin (%) 42.1 47.6 (546.4) bps
PAT 950 1,063 (10.6)
EPS 9.1 10.2 (10.6)

Source: Company, CEBPL

Changes in Estimate for FY25E & FY26E

TR T T R e

Net sales 12,411 12,411 - 15,261 15,261

EBITDA 5,374 5,473 (1.8) 6,822 6,867 (0.7)
EBITDA margin(%) 433 44.1 (80.0)bps 44.7 45.0 (30.0)bps
PAT 3,918 3,944 (0.7) 4,986 4,980 0.1
EPS 37.4 37.7 (0.7) 47.7 47.6 0.1

Source: Company, CEBPL
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Management Call - Highlights

The company received an EIR for the Limbasi facility, with customers beginning the
qualification process, and successfully completed EUGMP, ANVISA Brazil, and FDA Saudi
Arabia inspections.

Current capacity utilization for the new Limbasi facility was 31.81% in FY24, increasing to
35.12% so far in FY25.

Facilities have also been inspected by authorities in emerging markets, allowing the
company to expand its global footprint, enhance its geographical presence, diversify
customers, and gain more market share in formulation facilities.

In the API fermentation space, the company added two new products, bringing the total
to 30, with a robust pipeline of over 10 products to be introduced in coming years across
various therapeutic areas.

In the formulation segment, the company added 21 new products, increasing the total to
98.

The company has filed DMFs and registered products across various global markets,
providing more headroom to expand the customer base and presence.

API revenue growth in FY24 was partially impacted by a couple of customers relocating
their manufacturing bases, necessitating regulatory compliances and approval processes
to procure materials from the new location. This process has been completed, and
revenue normalization is expected in FY25.

The company is seeing good growth in the oncology and anti-infective segments,
primarily due to new product launches, which have reduced the weightage on
immunosuppressants by approximately 4% compared to last year.

The company believes securing CDMO projects will enable it to achieve substantial
volumes, accelerating revenue growth and expanding margins through operating
leverage and efficiencies.

The company is confident in their growth strategies, focusing on deeper market
penetration, acquiring new customers, and introducing new products in niche
categories.

The company's gross margins dipped significantly in Q4 FY '24. However, they expect the
margins to stabilize on an annual basis due to the addition of new products and
regulatory approvals.

The company's injectable facility is expected to commission in the early half of Q3 FY '25,
with revenue contribution expected from the second half of the year.

The share of oncology and antibiotic segments has been increasing as they are growing
at a faster pace.

With their large portfolio of fermentation-based APIs, extensive capacities and
capabilities for scaling, new domain expertise, and a broad customer base, they are well-
positioned to sustain and accelerate their growth.

Outlook

Find (Choice Equity Broking Pvt. Ltd.—Research Analyst] [ NH CHB ] | Capital IQ | Email: institutional.equities@choiceindia.com | Ph: +91 22 6707 9919

Capex of INR 250 million is planned, primarily for maintenance.

EBITDA and PAT are expected to grow faster than revenue due to operational efficiencies
and increase in capacity utilization.

The company anticipates main

Maintaining its growth momentum, targeting a 25% CAGR over the next 3-5 years,
excluding any positive impact from the CDMO space.

Long-term guidance for APl and formulation split is 80:20.

Choice
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API Sales (Rs. mn) and QoQ Growth (%)
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Formulation Sales (Rs. mn) and QoQ Growth (%)
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Revenue (Rs. mn) and YoY Growth (%)

EBITDA (Rs. mn) and Margin (%)
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Income statement (Consolidated in INR Mn.)

Particulars (Rs. In Mn) FY22 FY23 FY24 FY25E FY26E
Revenue 7,129 8,532 10,169 12,411 15,261
Gross profit 5,489 6,730 7,877 9,780 12,086
EBITDA 2,733 3,433 4,316 5,374 6,822
Depreciation 501 540 536 634 694
EBIT 2,232 2,893 3,780 4,740 6,128
Other income 234 353 338 450 475
Interest expense 55 45 26 6 2
Reported PAT 1,749 2,401 3,081 3,918 4,986
Adjusted PAT 1,749 2,401 3,081 3,918 4,986
EPS (INR) 16.7 22.9 29.5 37.4 47.7
NOPAT 1,295 1,786 2,294 2,938 3,739

Source: Company, CEBPL

Balance sheet (Consolidated in INR Mn.)

Particular FY22 FY23 FY24 FY25E

Net worth 11,032 12,900 15,266 18,484 22,670
Deferred tax 210 234 281 241 221
Total debt 625 314 97 57 17
Other liabilities & provisions 19 23 20 20 20
Total Net Worth & liabilities 11,886 13,472 15,664 18,802 22,928
Net Fixed Assets 5,730 5,930 5,753 5,869 6,025
Capital Work in progress 742 1,727 2,115 2,315 2,515
Investments & other non current assets 1,065 1,575 2,614 4,146 6,198
Cash & bank balance 889 434 470 600 662
Loans & Advances & other assets 430 612 479 527 633
Net Current Assets 4,350 4,240 5,182 6,472 8,189
Total Assets 11,886 13,472 15,664 18,802 22,928
Capital Employed 11,657 13,214 15,364 18,542 22,688
Invested Capital 10,768 12,780 14,894 17,941 22,026
Net Debt (264) (120) (373) (543) (645)

Source: Company, CEBPL

Cash Flows (INR Mn.) FY22 FY23 FY24 FY25E

Cash flows from Operations 2,075 2,460 2,655 2,949 3,550
Capex (1,555) (1,451) (857) (500) (600)
FCF 520 1,010 1,798 2,449 2,950
Cash flows from Investing (1,118) (1,580) (2,103) (1,982) (2,602)
Cash flows from Financing (1,002) (852) (992) (746) (842)

Source: Company, CEBPL

Find (Choice Equity Broking Pvt. Ltd.—Research Analyst] [ NH CHB ] | Capital IQ | Email: institutional.equities@choiceindia.com | Ph: +91 22 6707 9919 6



http://blinks.bloomberg.com/screens/nh chb

Choice

Growth ratios (%) FY22 FY23 FY24 FY25E FY26E,
Revenue 15.6 19.7 19.2 22.0

EBITDA (16.6) 25.6 25.7 24.5

PAT (25.5) 37.2 28.3 27.2

Margin ratios (%)

EBITDA Margins 38.3 40.2 42.4 43.3 44.7
Adj. PAT Margins 24.5 28.1 30.3 31.6 32.7
Performance Ratios (%)

OCF/EBITDA (X) 75.9 71.7 61.5 54.9 52.0
OCF/IC 19.3 19.3 17.8 16.4 16.1
RoE 15.9 18.6 20.2 21.2 22.0
ROCE 19.1 21.9 24.6 25.6 27.0
RolC 16.1 20.0 22.0 23.9 25.6
Turnover Ratios (days)

Inventory 100 91 75 80 85
Debtors 119 117 125 120 120
Payables 43 40 34 32 32
Cash Conversion Cycle 176 168 166 168 173
Financial Stability ratios (x)

Net debt to Equity (0.0) (0.0) (0.0) (0.0) (0.0)
Net debt to EBITDA (0.1) (0.0) (0.1) (0.1) (0.1)
Interest Coverage 40.7 64.1 148.1 751.0 3,526.7
Valuation metrics

Fully diluted shares (mn) 105 105 105 105 105
Price (Rs) 1406 1406 1406 1406 1406
Market Cap (Rs. Mn) 1,47,090 1,47,090 1,47,090 1,47,090 1,47,090
PE(x) 84 61 48 38 30
EV (Rs.mn) 1,46,826 1,46,970 1,46,717 1,46,547 1,46,446
EV/EBITDA (x) 54 43 34 27 21
Book value (Rs/share) 105 123 146 177 217
Price to BV (x) 13 11 10 8 6
EV/OCF (x) 70.8 59.7 55.3 49.7 41.2
Source: Company, CEBPL
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Historical recommendations and target price: Concord Biotech

1800 - Concord Biotech Ltd
1. 01-01-2024 OUTPERFORM, Target Price Rs.1,715
1500 - )
2. 29-05-2024 BUY, Target Price Rs.1,716
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Institutional Research Team
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Deepika Murarka Analyst - Pharmaceuticals deepika.murarka@choiceindia.com +91 22 6707 9513
Vijay Singh Gaur Analyst - BFSI vijay.gour@choiceindia.com +91 22 6707 9422
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CHOICE RATING DISTRIBUTION & METHODOLOGY
OUTPERFORM  The security is expected to generate more than 25% returns over the next 12 months

BUY The security is expected to generate greater than 5% to less than 25% returns over the next 12 months
REDUCE The security expected to show downside or upside returns by 0% to 5% over the next 12 months

SELL The security expected to show Below 0% next 12 months

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-Research Analyst - INHO00000222. (CIN. NO.: U65999MH2010PTC198714). Reg. Add.: Sunil Patodia Tower, J B Nagar, Andheri(East), Mumbai 400099. Tel. No.
022-6707 9999

Compliance Officer--Prashant Salian, Email Id — Prashant.salain@choiceindia.com Contact no. 022- 67079999- Ext-2310

Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834. Email- ig@choiceindia.com

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors

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, damages of any type whatsoever.
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