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Valuation (Consolidated) Rs cr

Particulars FY2019 FY2020 FY2021 FY2022E FY2023E

Net Sales 2279.2 2598.6 3237.5 3913.6 4741.4

EBIDTA 384.0 547.3 855.2 825.8 1185.3

OPM (%) 16.8 21.1 26.4 21.1 25.0

Reported PAT 236.4 329.7 549.5 557.5 779.5

EPS (Rs) 9.6 13.3 22.2 22.6 31.5

PER (x) 37.6 27.0 16.2 16.0 11.4

EV/Ebidta (x) 25.1 17.4 10.9 10.9 7.4

P/BV (x) 5.8 4.8 4.1 3.3 2.7

ROCE (%) 11.6 15.8 25.0 21.3 27.2

RONW (%) 15.5 17.9 25.3 20.9 23.9
Source: Company Data; Sharekhan estimates
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Granules India Limited
Near term hiccups; Long term levers intact

Granules India Limited (Granules) reported a strong performance for the quarter, with the adjusted 
PAT largely in line with estimates. Sales for the quarter grew sturdily by 33.2% y-o-y to Rs 799 crore 
led by a strong double digit growth of 84.4% y-o-y and 34% y-o-y in PFI (Pharmaceutical Formulation 
intermediates) and FD (Finished Dosages) segment respectively. However, sales declined by 5% 
sequentially reflecting the impact of lower paracetamol sales due to short supply of KSM (Key starting 
Materials) - Para aminophenol (PAP) and Acetic Anhydrite. Operating margins expanded by 825 BPS y-o-y 
to 25.3% on account of gross margins expansion and lower operating expenses. Tracking the operating 
performance the adjusted PAT stood at Rs 127.6 cr as against Rs 34.7 cr in Q4FY20 and is largely in line 
with estimates. Over the long term horizon, Granules sees strong growth across its segments backed by 
tapping new geographies, a strong product pipeline and benefits of incremental capacities (including 
the MUPS block) which would be the key revenue drivers. In order to be able to cater to the incremental 
demand, the company has revised its capex guidance upwards to Rs 1000 cr over the next three years 
largely encompassing the FD segment, the MUPS facility expansion and expansion of the API facility. 
However, in the near term, the company sees challenges in the form of short supply of its key raw 
materials for making paracetamol and expects this to have an adverse impact on the operating margins 
over the next 2-3 quarters and sees Q1FY2022 performance to be the most adversely impacted. However, 
starting Q3FY22, the company expects the supply concerns to ease out as it sees supplies to commence 
from few Indian players and also from the Chinese vendor as well and expects normalization by Q4FY22. 
Consequently, the company has cut its margins guidance for FY2022 to 20%, which compared with a 
26.4% margins reported for FY2021. However given the strong growth prospects over the long term and 
upward revision of capex spends to Rs 1000 cr, (which could enable Granules to support the topline 
growth), the management expects the earnings to stage a strong 25% CAGR over the next three years.    

Key positives

 � The PFI segment revenues grew by a sturdy 84% y-o-y due to increasing penetration of PFI segment

 � Capex guidance revised upwards to Rs 1000 crores spread over the next three years 

Key negatives

 � OPM guidance for FY22 cut to 20% due to raw material supply constraints for paracetamol. This compares 
with FY2021 OPM’s of 26.4%. 

Our Call

Valuation - Maintain Buy with an unchanged PT of Rs 475: Granules is witnessing margin pressures which 
are likely to sustain over the next 2-3 quarters due to a shortage in supply of key raw materials on the back 
of shutting down of a vendors plant in China. Granules expects Q1FY2021 performance to be impacted by 
this as the Paracetamol plant utilisations are expected to be lower at 45%. However the situation is expected 
to normalize by Q4FY22 with easing supply constraints. Going ahead, over the long term, the company 
expects strong demand traction across segments, fueled by new product launches, increasing geographical 
penetration, capacity expansion, commissioning of MUPS block and fortifying growth in the existing 
molecules. Further it has also revised its capex guidance upwards to Rs 1000 cr to meet the likely surge in 
demand. Given the in line results for quarter and robust long term growth outlook, we have maintained our 
FY2023E estimates while have cut the FY22E estimates by around 9% factoring in margins pressures.  At 
CMP, the stock is trading at P/E multiple of 16x/11.4x its FY22E/FY23E EPS. Better growth prospects, earnings 
visibility, a sturdy balance sheet and healthy return ratios augur well from a growth perspective. We maintain 
our Buy recommendation on the stock with an unchanged PT of Rs 475.

Key Risks

A delay in product approvals or the negative outcome of facility inspection by the USFDA can affect future 
earnings prospects.

Summary

 � We maintain our Buy recommendation on the stock of Granules with an unchanged PT of Rs 475.

 � Q4FY2021 was a strong quarter with the adjusted PAT coming in line with estimates, and stood at Rs 127 
cr versus Rs 34.7 cr in Q4FY20.

 � Over the long term tapping new geographies, strong product pipeline, growth in existing molecules & 
capacity expansion to drive sales growth. Also management has revised its Capex guidance upwards 
to Rs 1000 cr over the next three years

 � However, near term headwinds arising due to short supply of raw materials are expected to exert 
pressure on margins and Granules has cut its FY22 OPM guidance to 20% (FY21 OPM is 26.4%). 
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Company details

Market cap: Rs. 8,914 cr

52-week high/low: Rs. 438 / 154

NSE volume:  
(No of shares)

23.6 lakh

BSE code: 532482

NSE code: GRANULES

Free float:  
(No of shares)

14.3 cr

Shareholding (%)

Promoters 42.0

FII 28.0

DII 0.2

Others 29.82

Price performance

(%) 1m 3m 6m 12m

Absolute 5.4 9.1 -3.8 131.2

Relative to 
Sensex

6.3 13.7 -16.6 75.4

Sharekhan Research, Bloomberg

Reco/View Change

Reco: Buy 
CMP: Rs. 360

Price Target: Rs. 475 
á Upgrade  Maintain â Downgrade
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Strong quarter: Granules reported a strong performance for the quarter, with the adjusted PAT at Rs 127.6 

cr, largely in line with the estimates. Sales for the quarter grew sturdily by 33.2% y-o-y to Rs 799.3 crore 

on a low base in Q4FY2020 due to the ban on Paracetamol exports. The revenue growth for Q4FY21 was 

led by a strong double digit growth of 84.4% y-o-y and 34% y-o-y in the PFI and FD segment to Rs 144 

cr and Rs 461 cr respectively. The API segment sales at Rs 194 cr were up by 9% y-o-y. However sales  

declined by 5% sequentially reflecting the impact of lower paracetamol sales due to short supply of KSM (Key 

starting Materials). Operating profit reported a growth of 97.8% y-o-y to Rs 202 crore and was slightly down 

sequentially by 4.5%. Operating margins expanded by 825 bps y-o-y to 25.3% as against the estimated 

24.7%. The improvement in the operating margins is on account of 380 bps y-o-y improvements in the gross 

margins coupled with lower operating expenses.  The tax rate for the quarter stood at 17.2% as compared 

to 32.5% in corresponding quarter previous year. Consequently, tracking the operating performance the 

adjusted PAT stood at Rs 127.6 cr as against Rs 34.7 cr in Q4FY20  (in Q4FY2020 Granules had reported an 

exceptional income of Rs 59.77 cr) and is largely in line with estimated Rs 122.7 cr.

Supply shortage for Paracetamol to stay over next 2-3 quarters; Management cuts FY22 OPM guidance 
to 20% : Granules revenues for Q4FY2021 have grown strongly by 33.2% y-o-y, but sequentially they have 

declined by 5.4% reflecting lower sales of its key product Paracetamol. The lower sales is on account of 

short supply of its key raw materials on account of shut down of manufacturing plant by a key supplier 

in China. This has also resulted in the increase in the prices of the raw material. In the current quarter on 

account of better realizations and favorable product mix the gross margins expanded. However, going ahead 

the management expects the gross margins to be under stress, at-least for the next 2-3 quarters with the 

ongoing Q1FY2022 expected to be the most impacted one. Consequently, the utilization levels for Granules’ 

Paracetamol plant are also lower at 45% and are likely to improve and normalize by Q4FY22. Simultaneously, 

the company is looking to procure the said raw material – PAP (para-aminophenol) from the local players and 

the deliveries are expected to commence by Q2FY22 – Q3FY22. Also by then the manufacturing plant of the 

Chinese vendor is expected to commence, thus easing the supply constraints as well as cooling off the prices. 

Consequently factoring in expected supply disruption in the near term, Granules has revised downwards its 

OPM guidance downwards for FY2022 to 20%. This compares with a 26.4% margins reported for FY2021. 

Long term growth levers intact; Management has revised upwards Capex guidance to Rs 1000 cr over 
next 3 years: Granules has reported a strong performance for Q4FY2021 with the sales growing 33.2% y-o-y 

to Rs 799 cr. Both the FD as well as the PFI segment has reported a strong 34% and 84% y-o-y growth for 

the quarter. However, going ahead in the near term, the management sees certain challenges which would 

exert pressure on the margins, but the same is expected to normalize by Q4FY22 and the growth is likely to 

resume post that. The company’s strategy of expanding geographic presence for the existing molecules, a 

strong new product pipeline reflected in receipt of 14 ANDA approvals, 1 dossier each in the Canada and EU 

and 12 new product launches in FY2021 coupled with a robust growth outlook across markets and segments 

would be the key growth drivers over the next three years. Further in order to be able to cater to the increased 

demand, Granules has revised its capex guidance upwards to Rs 1000 cr over the next three years. This would 

encompass investments towards, Vizag API plant (unit V), packaging facility in the US, Vizag API plant and 

a greenfield plant. Granules looks to finance the whole capex plan through internal accruals. Collectively, 

despite of near term challenges, the long term growth outlook stays strong and the growth levers are in intact. 

Hence over a period of next three years, the management expects the earnings to stage a strong 25% CAGR. 
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Results Rs cr

Particulars Q4FY2021 Q4FY2020 YoY % Q3FY2021 QoQ %

Total Income 799.3 599.9 33.2 844.5 -5.4

Expenditure 597.3 497.8 20.0 633.0 -5.6

Operating profit 202.0 102.1 97.8 211.6 -4.5

Other income 3.3 22.5 -85.4 16.4 -80.0

EBIDTA 205.3 124.6 64.7 228.0 -10.0

Interest 6.8 6.6 3.8 7.2 -5.9

Depreciation 44.5 39.0 14.1 36.8 20.7

PBT 154.0 79.1 94.7 183.9 -16.3

Tax 26.4 44.4 -40.4 37.1 -28.7

Adjusted PAT 127.6 34.7 267.3 146.8 -13.1

Reported PAT 127.6 92.3 38.2 146.8 -13.1

Margins   BPS  BPS

OPM (%) 25.3 17.0 825.0 25.1 22.1
Source: Sharekhan Research

Q4FY2021 Concall highlights:  

Q4FY2021 results: Topline grew by 33.2% to Rs 799 cr attributable to the new launches and increase in 

market penetration of existing approvals. This also compensated for the loss of MEIS benefit earlier this year. 

Gross margins expanded by 380 bps y-o-y due to better realizations across existing molecules and new 

launches. 

Segmental revenue mix: As of Q4FY2021, the API segment recorded a slower growth of 9% y-o-y to Rs 194 

crore, largely due to new customer additions. PFI segment revenues continued its strong growth trajectory 

clocking a growth of 84% y-o-y to Rs 144 cr due to increasing penetration of PFI as a segment. The FD 

segment revenue grew 34% y-o-y to Rs 461 cr. The share of revenues for the FD segment was almost stable 

around 57% 

Product Pipeline: Granules has a strong product pipeline which would fuel the growth in the times to come. 

During FY2021, the company had launched a total of 12 new products, filed for 5 ANDA’s, 2 dossiers in EU and, 

3 products in Canada along with 1 in South Africa. The company also filed for 4 US DMF’s. During FY2021, it 

received approvals for 14 ANDAs, 1 EU dossier and 1 Canadian dossier

Capex plans: Over the long term Granules is envisaging a robust growth outlook across its businesses and 

sees a likelihood of a capacity constraint. Consequently to be able to cater to the expected surge in demand, 

the company has revised its capex guidance upwards to Rs 1000 cr over the next three years, which also 

includes setting up a greenfield plant. The capex largely covers FD’s (Finished Dosages), the new MUPS 

facility, expansion of the API facility and maintenance capex.

R&D expenses: Granules has incurred Rs 100 cr on the R&D for FY2021 and expects to incur Rs 150 cr per year 

going ahead. Off this 75% of allocation would be for medium and high volume molecules while 25% would be 

for low volume molecules) 

Guidance: Factoring in the near term concerns pertaining to supply shortage for Paracetamol inputs, Granules 

expects its operating margins to be under stress and has cut its OPM guidance to 20% for Fy22 (FY21 OPM 

– 26.4%), while the revenues are expected to grow by 15-20% for FY2022. Going ahead over the long term 

horizon of three years, the management expects the growth levers to be in place and has guided for a 25% 

PAT CAGR. 
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Outlook and Valuation

n Sector view - Growth momentum to improve: 

Indian pharmaceutical companies are better placed to harness opportunities and clock healthy growth going 

ahead. Indian companies are among the most competitive ones globally and hold a sizeable market share 

in most developed as well as other markets. Moreover, other factors such as easing of pricing pressures 

(especially in US generics market), rise in product approvals and plant resolutions by the USFDA coupled 

with strong growth prospects in domestic markets and emerging opportunities in the API space would be the 

key growth drivers. This would be complemented by the strong capabilities developed by Indian companies 

(leading to a shift towards complex molecules, biosimilars) and the commissioning of expanded capacities by 

select players over the medium term. Collectively, this indicates a strong growth potential going ahead for 

pharma companies

n Company outlook - Long term levers intact: 

Granules is a fully-integrated pharmaceutical company with presence across the API-PFI-FD value chain. The 

company is witnessing an improved growth across its products / segments. The existing are likely to sustain the 

strong growth trajectory, as the company plans to tap new geographies of for growth.  Further, commissioning 

of Vizag unit IV and V offer benefits of backward integration and could aid higher volumes. A strong product 

pipeline could add to the revenue growth. Granules has announced a capex wherein it plans to increase its 

capacities to cater to the increased demand outlook and has also consequently revised upwards the capex 

guidance to Rs 1000 cr. A part of the capex plan encompassing de-bottlenecking and setting up of a MUPS 

block, which is expected to be ready by Q4FY2022 and operations are expected to commence thereafter. 

We believe that new product launches in the US, tapping new geographies and augmented capacities will 

support the base business as well as emerging business. A changing mix (increasing share of high-margin 

PFI and FD segments) and efficient manufacturing process coupled with better utilization of plants will aid 

profitability growth, albeit over the long term. Further, given the steep spike in the input prices of Paracetamol 

due to supply shortages the company expects near term challenges to the margins, but expects things to 

normalize by Q4FY2022. Therefore margins are expected to be under pressure in transient times.  

n Valuation - Maintain Buy with an unchanged PT of Rs 475: 

Granules is witnessing margin pressures which are likely to sustain over the next 2-3 quarters due to a 

shortage in supply of a key raw materials on the back of shutting down of a vendor’s plant in China. Granules 

expects Q1FY2021 performance to be impacted by this as the Paracetamol plant utilisations are expected to 

be lower at 45%. However the situation is expected to normalize by Q4FY22 with easing supply constraints. 

Going ahead over the long term, the company expects strong demand traction across segments, fueled by 

new product launches, increasing geographical penetration, capacity expansion, commissioning of MUPS 

block and fortifying growth in the existing molecules. Further it has also revised upwards its capex guidance 

to Rs 1000 cr to meet the likely surge in demand. Given the in line results for quarter we have maintained 

our FY2023E estimates while have cut the FY22E estimates by around 9% factoring margins pressures.  At 

CMP, the stock is trading at P/E multiple of 16x/11.4x its FY22E/FY23E EPS. Better growth prospects, earnings 

visibility, a sturdy balance sheet and healthy return ratios augur well from a growth perspective. We maintain 

our Buy recommendation on the stock with an unchanged PT of Rs 475.      
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One-year forward P/E (x) band

Source: Sharekhan Research 

Peer Comparison

Particulars
CMP 
(Rs / 

Share)

O/S 
Shares 

(Crs)

Mcap 
(Rs Cr)

P/E (x) EV/EBIDTA (x) RoCE (%)

FY21 FY22E FY23E FY21 FY22E FY23E FY21 FY22E FY23E

Granules India 360.0 24.7 8,914.0 16.2 16.0 11.4 10.9 10.9 7.4 25.3 20.9 23.9 

Laurus Labs 491.0 53.2 26,368.0 26.5 21.6 16.9 17.7 13.8 10.5 37.9 31.8 28.9 
Source: Company, Sharekhan estimates
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About company

Granules is a vertically integrated pharmaceutical company, headquartered in Hyderabad, India. The 
company manufactures Active Pharmaceutical Ingredients (APIs) – 29.7% of sales, Pharmaceutical Formulation 
Intermediates (PFIs) – 20.2% of sales and Finished Dosages (FDs) – 50.1% of sales and supplies them to 
both regulated and semi-regulated markets. The regulated markets constitute around 73% of revenues, while 
LATAM accounts for 11% of revenues and RoW markets constitute around 16% of revenues.

Investment theme

Granules is a fully integrated pharmaceutical company with presence across the API-PFI-FD value chain. The 
company is witnessing an improved demand environment across its products. The core molecules are likely 
to sustain the strong growth trajectory, as the company plans to tap new geographies of Europe, Canada and 
South Africa for growth. A strong product pipeline would add to the revenue growth. Granules has announced 
a capex wherein it plans to increase its capacities to cater to the increased demand. We believe that new 
product launches in the US, tapping new geographies and augmented capacities will support the base 
business as well as emerging business. A changing mix (increasing share of high margin PFI and FD Segment) 
and efficient manufacturing process coupled with better utilization of plants will aid profitability growth. 
 
Key Risks

 � Delay in product approvals or negative outcome of facility inspection by the USFDA can affect future 
earnings prospects.

 � Delay in product launches in the U.S.

 � Adverse outcome of USFDA inspection at manufacturing facility also poses risk.

Additional Data

Key management personnel

Mr. Krishna Prasad Chigurupati Chairman and Managing Director

Ms. Priyanka Chigurupati Executive Director of Granules Pharmaceuticals Inc

Mr. Sandip Neogi Chief Financial Officer
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Life Insurance Corp of India 3.07

2 Norges Bank 3.04

3 GOVERNMENT PENSION FUND - GLOBAL 2.99

4 Vangaurd Group Inc 1.91

5 Mahima Stocks Pvt Ltd 1.66

6 TYCHE INVESTMENTS PVT LTD 1.47

7 Dimensional Fund Advisors LLP 1.41

8 BlackRock Inc 1.09

9 DNB Asia 0.37

10 Capital Securities Investment Trust Co 0.26
Source: Bloomberg (As on - 28Jan 2021)

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.


