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Valuation (Consolidated) Rs cr

Particulars FY19 FY20 FY21 FY22E FY23E

Revenue 843 1,767 1,867 2,033 2,398

OPM (%) 21.9 18.2 18.4 18.6 19.4

Adjusted PAT 182 186 251 308 399

% YoY growth 33.1 2.3 34.9 22.8 29.4

Adjusted EPS (Rs.) 28.6 29.2 39.4 48.4 62.6

P/E (x) 66.7 65.2 53.3 43.4 33.6

P/B (x) 3.6 3.5 2.9 2.8 2.6

EV/EBIDTA (x) 65.3 37.3 38.3 34.9 27.8

RoNW (%) 8.9 5.4 6.2 6.5 7.9

RoCE (%) 7.4 6.1 6.5 6.9 8.1

Source: Company; Sharekhan estimates
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Zydus Wellness Limited
Strong Q4; long-term growth levers intact

Zydus Wellness Limited’s (ZWL) revenue grew by 24.2% y-o-y to Rs. 605.7 crore in Q4FY2021, 
better than our expectation of Rs. 537.5 crore. Except for Nutralite and Glucon D, all other brands 
registered high double-digit revenue growth during the quarter. Late start to season resulted in 
high single digit growth for Glucon D, while Nutralite sales (largely an institutional business) saw 
sequential improvement in sales, which reached pre-COVID levels in Q4. Despite firm palm oil 
prices, benign dairy prices and better revenue mix led to 71 bps improvement in the gross margins. 
Lower other expenses and employee cost drove up OPM by 256 bps to 24%. Five brands - Glucon-D, 
Sugar Free, EverYuth Scrub, Peel Off Face Mask and Nycil maintained their leadership positions 
in-their respective categories as on March 2021. New products (NPD) are gaining good traction 
and now contributes around 3.5% of revenues as against 1% contribution two years back. The 
management is looking to increase NPD contribution to 5% over the next two years with a wider 
distribution network and addition of new products with the right value-preposition. ZWL’s direct 
distribution reach has increased to 5.5 lakh outlets from 3.5 lakh outlets earlier. Sugarfree Lite 
is growing by 2x and expected to scale up in the coming years. D Immuno volts and Nutralite 
Choco Spread are gaining strong traction in the domestic market. Globally, the company has 
entered into countries such as Nigeria and Taiwan. The business contributes around 3% of revenues 
and the company’s endeavour is to grow the contribution to 8% over the next two to three years 
through penetrating in key markets. The near-term outlook looks uncertain due to rising COVID 
cases. However, the company is well prepared to take care of any supply shortage while demand 
situation looks to be uncertain in the current environment. Improving penetration of Complan, 
higher traction for Sugarfree and Glucon D along with new products performing well and improved 
growth of Everyuth brand coupled with distribution enhancement will be key revenue drivers in 
the near term. The scale-up in the international business and some of the new launches becoming 
reaching maturity will improve the growth prospects in long run. The company has undertaken 
relevant price hike in the Nutralite brand to pass on significant increase in palm oil prices and 
expects gross margins to remain stable in FY2022. However, they might improve if input prices 
soften supported by better revenue mix. Benefits derived from integration of Heinz acquisition and 
cost saving measures would help OPM to improve in the coming years (target is to achieve OPM of 
21-22% in FY2023). 

Key positives

 � Nycil and Everyuth Scrub gained market share by 225 bps and 174 bps in FY2021.

 � Complan registered second consecutive quarter of double-digit revenue growth.

 � Direct distribution reach went up to 5.5 lakh outlets in March 2021 from 3.5 lakh outlets

Key negatives

 � Despite a seasonally strong quarter, Glucon D registered single-digit growth due to late start to 
the summer season. 

Our Call

View: Retained Buy with a revised PT of Rs. 2,505: We have broadly maintained our earnings 
estimates for FY2022/FY2023. Consistent new product launches and sustained focus on distribution 
expansion will help Zydus Wellness achieve consistent revenue and profitability growth in the near 
to medium term. Health and immunity-boosting products will continue to get good traction and 
penetration levels will improve in the coming years. The stock is currently trading at 43.4x/33.6x its 
FY2022/FY2023E EPS, which is at a discount to some of the large consumer goods stocks. Strong 
portfolio of niche brands, good earning visibility and stable balance sheet (with negative working 
capital) makes it a good pick in small-to-midcap space. We maintain our Buy recommendation on the 
stock with a revised PT of Rs2,505 (rolling it over to FY2023E EPS).

Key Risks

Any slowdown in sales of key categories or disruption caused by frequent lockdowns or any seasonal 
vagaries would act as key risk to earnings estimates.

Summary

 � Zydus Wellness Limited (ZWL) posted strong numbers in Q4FY2021 with revenue and operating 
profit growing by ~24% and ~33%, respectively (OPM expanding by 256 bps); lower interest cost 
led to 85% growth in adjusted PAT.

 � Excluding Glucon D and Nutralite, all other brands reported high double-digit revenue growth in 
Q4. The Nutralite business recovered to 100% of pre-COVID levels in Q4.

 � Improving penetration & market share of Complan, higher traction for Sugarfree and Glucon D, 
performance of new products and enhanced distribution will be key growth levers in the medium 
term. Management targeting OPM to reach 21-22% by FY2023.

 � We have broadly maintained our earnings estimates for FY2022/23. We maintain our Buy 
recommendation on the stock with a revised price target of Rs. 2,505.

S
to

ck
 U

p
d

a
te

Company details

Market cap: Rs. 13,385 cr

52-week high/low: Rs. 2325/1185

NSE volume:  
(No of shares)

0.6 lakh

BSE code: 531335

NSE code: ZYDUSWELL

Free float:  
(No of shares)

2.2 cr

Shareholding (%)

Promoters 64.8

FII 3.2

DII 25.0

Others 7.0

Price performance

(%) 1m 3m 6m 12m

Absolute 0.3 10.9 21.8 66.0

Relative to 
Sensex

0.6 14.4 5.6 9.6

Sharekhan Research, Bloomberg

Reco/View Change

Reco: Buy 
CMP: Rs. 2,103

Price Target: Rs. 2,505 á
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Revenue grew by 24.2% y-o-y; OPM expanded by 176 bps: Q4FY2021 net revenue grew by 24.2% y-o-y 
to Rs. 605.7 crore as against Rs. 487.9 crore in Q4FY2020. Except Nutralite and Glucon D, all other brands 
registered high double-digit growth during the quarter. Most key brands, including Glucon-D, Sugar Free, 
EverYuth Scrub, Peel Off Face Mask and Nycil, maintained leadership positions. Gross margins improved 
by 71 bps to 54.6% with milk and skimmed milk prices remaining benign and also due to a better revenue 
mix. This along with lower employee cost and other expenses helped OPM expand by 256 bps to 24.0%. 
Operating profit grew by 39% y-o-y to Rs. 145.4 crore. Interest cost stood at Rs. 8.5 crore versus Rs. 34.7 crore 
in Q4FY2020, led by the company’s strategy to buy back debentures. Strong operating performance and 
reduction in interest cost led to adjusted PAT standing at Rs.133.1 crore as against Rs. 71.9 crore in Q4FY2020. 

Key brands maintained leadership position; New launches performing well

Five brands - Glucon-D, Sugar Free, EverYuth Scrub, Peel Off Face Mask and Nycil maintained their leadership 
positions in-their respective categories as on March,21. Glucon D has maintained its number one position with 
a market share of 58.4%. Complan retained its market share at 5.5% (maintained its no.4 position in HFD  
category). Nycil and Everyuth Scrub has gained market share gained market share by 225 bps and 174 bps to 
35.8% each in FY2021. Everyuth Peel Off has maintained its No. 1 one position with a market share of 77.9% 
in the Peel off category. The company maintained its thrust on new product launches in the key categories. 
During the quarter, Nycil “Soothing Body Mist” was launched to address prickly heat and skin rash problems 
that usually occur in summer. It made its foray into the dairy segment under the Nutralite banner with the 
launch of Nutralite DoodhShakti Probiotic Butter Spread and Nutralite DoodhShakti Pure Ghee. Some of the 
new launches done in the earlier quarters are gaining strong traction. Sugarfree Dlite grew by 2x in revenues 
since its launch. Year one of launch was below par but in subsequent years’ brand registered good traction 
support by media and promotional activities. Nutralite Mayonnaise is also gaining good traction in the retail 
format and company is focusing on expanding the reach of the product. Glucon D Immunovolts, which was 
launched as an immuno booster is been doing reasonably well and gradually gaining good momentum. 
Everyuth Tan Removal Scrub had seen exciting traction two years prior to the COVID-19 led disruption.

Key conference call highlights

 �  In view of learnings from first wave, the company has taken adequate steps to maintain its supply of 
key products in the market. It has Optimized stock levels at carrying and forwarding agents in the last 
mile being increased to minimise the impact of lockdown/curfew. Ensured continuous supply and support 
by procuring necessary approvals to ensure last-mile connectivity. The management is concerned 
about demand-side headwinds as the spread of virus has deepen into tier 3 and 4 towns. However, the 
company’s portfolio is largely tilted towards essential categories and it also has a good presence in the 
chemist channel and hence the impact would be minimal. 

 �  Sugarfree maintained its leadership position in the artificial sugar category and registered double-digit 
growth driven by consistent investment in digital media and increased footprint on the e-Commerce 
channel. Further, with a strong presence in the chemist channel the brand is expected to maintain the 
strong growth momentum in the coming quarters. 

 �  Complan registered a high double-digit growth in Q4FY2021 (registered two consecutive quarters of 
double-digit growth). It grew by high single digit in FY2021. ZWL launched small package of Rs. 5gm/18gm 
pack to penetrate in southern and eastern India. The launch got a good response in Tamil Nadu with 
recovery in traction after almost one and a half year. Earlier the company had launched Rs. 30gm/75gm 
packs in northern/western India, which will act as a recruiters pack to enter into these regions. However, 
the large packs of Complan continues to gain good traction and remains one of the key revenue drivers 
for the company. The company is focusing on relevant brand extension considering the age profile of the 
population in the coming years.

 �  The e-Commerce channel, which contributes 3.6% to overall revenue, grew by 250% y-o-y in FY2021. 
On the other hand, the international business contributes 3% to the total revenue and grew by almost 
200% in FY2021. The company has entered into the countries such as Nigeria and Taiwan in Q4. It is 
focusing on markets such as Middle-East, Africa region, SAARC countries and South East Asia to scale 
up its International business. The company believes there is scope for brands such as Glucon D and 
Sugarfree to grow in these markets. The company is targeting to achieve around 8% of revenues from the 
international market over the next 2-3 years.

 �  ZWL has expanded its direct distribution reach to 5.5 lakh outlets from 3.5 lakh outlets earlier under 
project Vistaar. Increase in direct reach will help brands such as Complan, Glucon D and Sugarfree to 
further improve its penetration in the coming years. It has done sales force automation. It is also focusing 
on improving its rural reach in the coming years.

 �  Except for Complan, the company has strong pricing power in rest of its brands. Thus, it can easily pass 
on any significant inflation in the input prices. The management is confident of achieving higher gross 
margins in the coming years. A better revenue mix will also aid higher gross margins. 
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Results (Consolidated) Rs cr

Particulars Q4FY21 Q4FY20 y-o-y (%) Q3FY21 q-o-q (%)

Net Revenue 605.7 487.9 24.2 381.6 58.7

Total expenditure 460.4 383.3 20.1 332.1 38.6

Operating profit 145.4 104.6 39.0 49.5 193.5

Other Income 1.8 1.3 37.7 2.5 -29.0

Interest Expense 8.5 34.7 -75.5 9.9 -13.9

Depreciation 6.0 6.9 -12.9 6.3 -4.3

PBT 132.7 64.3 106.3 35.9 -

Tax -0.5 -7.6 -93.8 6.8 -

Adjusted PAT 133.1 71.9 85.1 29.1 -

Minority Interest 0.0 0.0 - 0.0 -

PAT after M.I 133.1 71.9 85.1 29.1 -

Exceptional item 0.0 -2.8 - -27.3 -

Reported PAT 133.1 69.1 92.7 1.7 -

Reported EPS (Rs.) 34.0 12.0 184.1 0.4 -

   bps  bps

GPM (%) 54.6 53.9 71 54.6 -4

OPM(%) 24.0 21.4 256 13.0 -

Source: Company; Sharekhan Research
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One-year forward P/E (x) band

Source: Sharekhan Research 

Outlook and Valuation

n Sector view - Long-term growth prospects intact
We believe the shift in demand for branded products, rural demand staying ahead of urban demand, gradual 
recovery in out-of-home categories, and new product launches remain key catalysts for revenue growth in 
the near to medium term. In the current environment, with rising COVID-19 cases and localised lockdown, 
demand for packaged food products is expected to increase. Consumer goods companies have adequately 
stocked up products at warehouse levels and with dealers/distributors to avoid any supply disruption. 
Sales of immunity-boosting products will continue to gain good traction. Growth rate of these categories is 
expected to sustain in the coming quarters due to the recent spike in COVID-19 cases. Raw-material prices 
have been rising in the recent past and sustenance of this trend will pressurise gross margins in FY2021. 
Consumer goods companies’ ability to pass on input price hikes, sustained benefits of cost-saving initiatives, 
and judicious media spends would determine profitability growth in the coming quarters. 

n Company outlook - revenues to grow in double digit in FY2023 with margin expansion
Improving penetration of Complan, higher traction for Sugarfree and Glucon D and new products performing 
well and improved growth of the Everyuth brand coupled with distribution enhancement will be key revenue 
drivers in the near term. The scale up in the international business and some of the new launches becoming 
reaching maturity will improve the growth prospects in long run. We expect revenues to grow in the high teens 
in FY2023 with OPM reaching close to 20% (the management is targeting OPM to reach to 21-22%). Better 
revenue mix and synergistic benefits from integration from Heinz acquisition with drive profitability ahead.

n Valuation - Retain Buy with a revised PT of Rs. 2,505
We have broadly maintained our earnings estimates for FY2022/FY2023. Consistent new product launches 
and sustained focus on distribution expansion will help Zydus Wellness achieve consistent revenue and 
profitability growth in the near to medium term. Health and immunity-boosting products will continue to 
get good traction and penetration levels will improve in the coming years. The stock is currently trading at 
43.4x/33.6x its FY2022/FY2023E EPS, which is at a discount to some of the large consumer goods stocks. 
Strong portfolio of niche brands, good earning visibility and stable balance sheet (with negative working 
capital) makes it a good pick in small-to-midcap space. We maintain our Buy recommendation on the stock 
with a revised PT of Rs2,505 (rolling it over to FY2023E EPS).  

Peer Comparison

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

FY21 FY22E FY23E FY21E FY22E FY23E FY21E FY22E FY23E

Dabur India 54.5 47.6 39.1 44.0 38.0 30.5 26.4 28.7 31.5

Zydus Wellness 53.3 43.4 33.6 38.3 34.9 27.8 6.5 6.9 8.1
Source: Company, Sharekhan estimates
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About company

ZWL is the listed entity of Zydus Group and one of the leading companies in the fast-growing Indian consumer 
wellness market. The company’s growth over the years has been led by pioneering brands such as Sugar 
Free, EverYuth, and Nutralite and innovations offering new benefits to consumers. The company is the market 
leader in most of its product categories. The company has recently acquired Heinz India, a subsidiary of Kraft 
Heinz. With this, ZWL’s product portfolio has widened to include health food drinks and energy drinks. The 
acquisition of Heinz has also boosted ZWL’s revenue trajectory to ~Rs. 1,850 crore in FY2021 from Rs. 500 
crore in FY2018.

Investment theme

ZWL has a strong brand portfolio that leads its respective categories. Sugarfree brand has a ~93% market 
share in the artificial sweetener category, while Glucon-D has a ~58% market share. The acquisition of Heinz 
has enhanced the company’s product portfolio and distribution reach. acquisition will start adding to the 
bottom line in another 2-3 years, in the backdrop of a stable consumption environment. Higher demand for 
wellness and nutrition-related products and increased in-home consumption in the pandemic situation would 
augur well for ZWL in the near term.
 
Key Risks

 � Macroeconomic slowdown: ZWL is largely present in niche categories, which are discretionary in nature. 
Any slowdown in the macro environment would affect growth of these categories.

 � Slow growth in acquired brands: Slow growth in acquired brands (Heinz’s portfolio) will prolong the time 
for the acquisition to become earnings positive.

 � Increased competition: ZWL is facing stiff competition in skin care products such as face wash and scrubs 
from multinationals, which has affected revenue growth of these categories.

Additional Data

Key management personnel

Sharvil P Patel Chairman

Tarun Arora Whole Time Director and CEO

Umesh Parikh Chief Financial Officer

Dhanraj P Dagar Company Secretary
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Threpsi LLP 12.5

2 Life Insurance Corp of India 4.3

3 Matthews International Capital Man 2.5

4 Reliance Capital Trustee Co Ltd 1.7

5 Prazim Trading & Inv Co 1.4

6 PPFAS Asset Management 1.3

7 L&T Mutual Fund Trustee Ltd 0.4

8 Dimensional Fund Advisors LP 0.2

9 Aditya Birla Sun Life Asset Management 0.2

10 IndiaFirst Life Insurance Co Ltd 0.1
Source: Bloomberg (old data)

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


