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On course for a gradual recovery...

About the stock: Indoco manufactures and markets branded formulations and
APIs for the domestic and export markets. In domestic formulations, the company
has a major presence in acute therapies.
e Domestic formulations accounted for ~55% of FY26 revenues.
e Formulation exports accounted for 37% (regulated markets: 23%) of FY26
revenues while APIs contributed ~8%.

Result Performance & Investment Rationale:

e Q4FY26 - Decent top-line growth with better-than-expected margins -
Revenues grew ~19/5% YoY/QoQ to X 456 crore aided by ~94/58%
YoY/QoQ growth in export formulations to ~X 215 crore tracking 69%
growth in the Regulated Market (US & Europe). Domestic formulations on
the other remained muted to ~X200 crore due to unpredictable
performance in acute therapies. On the operational front, GPM declined
249/261 bps YoY/QoQ to 70.4%; EBITDA margins improved to 10.5%
(1065/338 bps YoY/QoQ) on the back of reduction in operating expenses.

e Normalisation expected from FY27- After a prolonged hiatus, exports
continued its growth track with ~94% YoY growth, thanks to the
completion of Master Manufacturing Plan (MMP) rollout in four of its large
Oral Solid plants. Although USFDA inspection is still pending, the regulator
has allowed company to start production at two lines which should
continue to drive traction in near term. The management expects gradual
transition to normal growth path and cost reduction, going ahead.
Disappointment on the domestic front continues through, but the
management expects a growth similar to IPM for coming year. We have
backed in 6/7% growth in domestic formulations for FY27/28 in our
estimates as the portfolio continues to be significantly acute heavy.

e Before the MMP, the US formulations business run rate was hovering
around X280 crore. This revenue dropped by roughly 50% to X140 crore in
FY26 during facility improvements. With these upgrades now finished and
subject to the USFDA clearance, sales are expected to return to historical
levels within two to three years. Growth in Europe is expected to be driven
by new products which the company launched in partnership with Clarity
Pharma. While current supply chain issues are expected to keep margins
in check for FY27, we expect significant operating leverage to pan out in
FY28. Additionally, the company’s plan to repay X140 crore in debt
annually through FY27 and FY28 should further strengthen the balance
sheet.

Rating and Target price

Despite Indoco's portfolio being domestic heavy (albeit acute heavy which typically
warrants a lower valuation) the stock trades at significant discount compared to
peers. We forecast Revenue/EBITDA growth CAGR of ~12/58% over FY26-28E and
assign BUY with a target price of X270, based on a 20x FY28E EPS of X135
(implying ~9x FY28E EBITDA).

Key Financial Summary

Key Financials 2 year CAGR
(X Crore) Fy24 FY25 FY26 (FY24-26)
Revenues 1798.7 1664.9 1845.3 1%
EBITDA 247.9 99.3 141.8 -24%
EBITDA margins (%) 13.8% 6.0% 7.7%
Adjusted PAT 91.1 -78.9 -95.7 NA
EPS (Adjusted) 9.9 -8.6 -10.4
PE (x) 33.6 -26.5 -21.5
EV to EBITDA (x) 11.1 31.1 22.1
RoNW (%) 8.2 -7.7 -10.3
RoCE (%) 6.6 -0.3 0.6

FY27E

2091.3

-221.7
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Paricular Amount
Market Capitalisation 2116 crore
Debt (FY26) < 1036 crore
Cash (FY26) < 26 crore
EV I 3126 crore
52 week H/L (R) 350/162
Equity capital T 18.5 crore
Face value T2
Shareholding pattern
(in %) Jun-25 Sep-25 Dec-25 Mar-26
Promoter 58.9 58.9 58.9 58.9
Flls 1.2 1.3 1.1 0.9
Dlls 19.0 18.2 18.2 18.2
Others 20.9 21.7 21.9 22.1
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2 year CAGR

FY28E (FY26-28E)

2324.3 12%

359.1 59%
9.1% 15.5%
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Exhibit 2: Quarterly Summary

(X Crore) Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26 Q4FY26 YoY (%)  QoQ (%)
Net Sales 4279 4168 4653 4484 4391 4181 4156 383.4 3839 4291 4718 4343 4559 18.8 5.0
Other Operating Income -0.6 9.7 8.2 07 106 134 17.1  27.2 6.3 88 128 110 197 211.9 78.9
Revenues 4274 4265 4735 4491 4496 4315 4327 4105 3902 4379 4847 4454 4756 219 6.8
Raw Material Expenses 131.5 1287 1428 1362 1409 1415 1368 1139 1060 1350 1453 1204 1410 33.1 17.1
% of Revenues 30.8 302 301 303 313 328 316 277 272 308 300 270 296 249 bps 261 bps
Gross Profit 2959 297.8 3307 3129 3088 2900 2959 296.6 2842 3029 3393 3249 3346 17.7 3.0
Gross Profit Margin (%) 69.2 698 699 697 687 672 684 723 728 692 700 730 704 -249bps  -261bps
Employee Expenses 76.8 915 900 873 883 973 929 976 1064 107.0 103.2 1060 109.4 2.9 3.2
% of Revenues 18.0 215 190 194 196 225 215 238 273 244 213 238 230 -425bps -80 bps
Research & Development 24.1 239 258 242 233 247 153 187 17.4 217 218 183 178 2.1 -3.0
% of Revenues 56 56 5.4 5.4 52 57 35 45 45 49 45 41 37 -72 bps -38 bps
Other Manufacturing Expenses 131.2  121.2 1424 1360 1483 1203 1475 1684 1613 1567 171.2 169.1 157.7 2.2 6.7
% of Revenues 30.7 284 301 303 33.0 279 341 410 413 358 353 380 332 -817bps -481bps
Total Expenditure 3635 3653 401.0 383.8 400.8 3837 3924 3985 391.0 4204 4416 4139 4259 8.9 2.9
% of Revenues 85.1 857 847 855 891 889 907 971 1002 960 911 929 895 -1065bps -338bps
EBITDA 63.9 61.2 725 653 489 478 403 120 0.8 175 431 315 497 LP 57.8
EBITDA Margin (%) 14.9 143 153 145 109 111 9.3 2.9 -0.2 4.0 8.9 7.1 105 1065 bps 338 bps
Depreciation 17.7 199 214 230 262 275 288 287 288 297 323 320 325 12.9 1.5
Interest 2.6 7.8 81 100 121 143 178 161 180 261 246 256 459 155.4 79.1
Other Income 0.5 0.4 1.1 2.9 2.7 1.0 1.6 0.9 2.0 1.6 0.8 1.0 0.0

PBT 38.0 339 441 352 133 7.0 -48 -320 -455 -36.7 -13.0 -252 -287 NA NA
Total Tax 10.1 9.7 7.0 78 110 5.2 5.2 -2.6 -4.2 -0.3 -4.3 -1.9 -1.3 -68.4 -29.0
Tax Rate (%) 26.7 287 159 220 826 739 -106.8 8.0 9.2 0.8 332 7.4 46  -450bps  -280bps
Net Profit 27.6 242 371 275 -17.4 1.8 -10.0 -304 -413 -36.4 92 -295 -237 NA NA
PAT Margin (%) 6.9 5.7 7.8 6.1 -3.9 0.4 -2.3 -7.4  -10.6 8.3 -1.9 -6.6 -5.0 562 bps 163 bps

Source: Company, ICICI Direct Research

Exhibit 1: Top 10 brands MAT performance (in X crore)

BRANDS Therapy MAT MAR'23 MAT MAR'24 MAT MAR'25 MAT MAR'26 CAGR 23-26 YoY
CYCLOPAM PAIN 147.84 150.60 184.39 188.94 8.52% 2.47%
FEBREX PLUS RESPIRATORY 125.66 112.45 108.45 116.70 -2.44% 7.60%
ATM ANTI-INFECTIVE 98.34 91.81 89.36 91.37 -2.42% 2.25%
OXIPOD ANTI-BIOTIC 78.05 76.32 78.98 79.75 0.72% 0.98%
SENSODENT-K STOMATOLOGICALS 68.44 68.31 61.54 64.08 -2.17% 4.13%
CITAL UROLOGY 54.96 56.58 63.99 63.88 5.14% -0.17%
KARVOL PLUS RESPIRATORY 37.33 42.82 44.74 46.82 7.84% 4.66%
SENSODENT-KF ~ STOMATOLOGICALS 40.75 44.66 40.15 40.39 -0.29% 0.61%
CLOBEN-G DERMA 31.53 32.59 34.90 34.57 3.11% -0.96%
SENSOFORM STOMATOLOGICALS 33.12 3271 35.04 31.96 -1.19% -8.79%

Source: IQVIA, ICICI Direct Research

Q4FY26 Results / Conference call highlights

Domestic Business

e Domestic Business saw muted growth mainly due to Anti-infectives and

respiratory portfolio.

Launched a new brand extension of Cyclopam.

Major therapeutic segments like vitamins, antidiabetics, stomatology,

gastrointestinal and cardiac performed well during the quarter.

¢  Warren remedies have grown from ~X90-94 crore last year to X120-130
crore this year.

e New launches contributed X2 crore during the quarter and 20 crore for
FY26.

e Warren Remedies' overall performance is being squeezed by capital
expenditures on API validations that have yet to generate revenue.

¢ Management expects domestic business to grow in line with IPM.

FY26 OTC revenue stood ~X120 crore.

International Business

e  During the quarter the growth in US portfolio was driven by sterile products
which company shipped from different site.

e 94% growth in International Business was driven by 69% growth in
Regulated Market to ~X133 crore (US grew 51% to 46.6 crore and Europe
grew 70% to X79.4 crore) and 157% growth in Semi Regulated Market to X
81.6 crore.

e Received USFDA approval for the ANDAs of liquid orals for Brivaracetam
and Lacosamide.

e Company has decent order book for Europe Formulations.
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e Apixaban sales are lower compared to competitor as Indoco has approval
for only one strength.

e Indoco has secured customer approvals for nearly all European orders
within its international formulations division except for one small batch of
paracetamol from Baddi.

e  Growth in European business will have more contribution towards margins.

Other Aspects

e Collections for international business, especially collections for the emerging
market international business have a long credit period hence there is
increase in Debtor Days.

e Company is also adding liquid Orals in its forms.

e  During the quarter company had impact of X24 crore on its interest expense
due to foreign currency loan (EUR 10 million).

e Company plans to repay X140 crore debt annually for FY27/28.
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Financial Summary

Exhibit 3: Profit and loss statement X crore [l Exhibit 4: Cash flow statement X crore

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Revenues 16649 18453 2,091.3 23243 Profit/(Loss) after taxation -92.5 -109.7 -9.6 124.4
Growth (%) -7.4 10.8 13.3 11.1 Add: Depreciation & Amortization 113.8 126.5 132.0 134.0
Raw Material Expenses 498.2 541.7 620.6 668.1 Net Increase in Current Assets -47.7 -174.4 77.1 -102.3
Employee Expenses 394.1 425.7 501.9 464.9 Net Increase in Current Liabilities 50.3 106.7 33.9 40.2
Other Manufacturing Exper 597.4 656.6 687.7 732.0  Other 71.0 2432 76.1 65.9
Total Operating Expenditur  1,565.6  1,703.5  1,900.4 1965.1  CFfrom operating activities 949 1923 3095 2623
EBITDA 99.3 141.8 190.9 359.1 (Inc)/dec in Fixed Assets -352.4 -100.9 -35.0 -35.0
Growth (%) -60.0 42.8 34.6 88.1 (Inc)/dec in Investments 7.9 0.0 0.0 0.0
Interest 66.2 122.2 76.1 659  Others 53 -07 -8.8 -9.9
Depreciation 113.8 126.5 132.0 134.0 CF from investing activities -339.1 -101.6 -43.8 -44.9
Other Income 5.5 33 4.5 6.7 Inc/ (Dec) in Equity Capital 1.6 1.3 0.0 0.0
PBT -76.3 -106.5 127 165.9 Proceeds/(Repayment) Loan 3176 465 -140.0 -120.0
Total Tax 36 78 32 415 Others 778 -1247  -946 -102.8
PAT -79.9 _98.7 96 124.4 CF from financing activities 2414 -769 -234.6 -222.8
Adjusted PAT 789 -95.7 96 1244 NetCashflow 28 1571 31l 85
Growth (%) -186.6 213 900 -1401.3 Opening Cash 149 121 259 570
EPS 87 -10.7 1.0 135 Closing Cash 12.1 169.2 57.0 515
EPS (Adjusted) 86 104 1.0 13.5 Free Cash flow -257.4 914 2745 227.3

- Source: Company, ICICI Direct Research
Source: Company, ICICI Direct Research

Exhibit 5: Balance Sheet X crore [l Exhibit 6: Key ratios

(Year-end March) FY25 FY26 FY27E FY28E (Year-end March) FY25 FY26 FY27E FY28E
Equity Capital 18.4 185 185 18.5 Per share data (X)
Reserve and Surplus 999.9 913.7 885.7 973.2 EPS -8.6 -10.4 -1.0 135
Total Shareholders fund 1,018.4 932.1 904.1 991.7 BV per share 1105 101.2 98.1 107.6
Total Debt 978.0 1,035.9 895.9 775.9  Dividend per share 43 105 2.0 4.0
Deferred Tax Liability 13.4 4.4 4.8 5.3  Operating Ratios (%)
Other Non Current Liabilitie 21.2 52.6 55.2 58,0  Gross margins 70.1 706 70.3 713
Long term Provisions 35.8 35.7 37.4 39.3 EBITDA margins 6.0 7.7 9.1 155
Source of Funds 2,066.8 20606 1,897.4 1,870.1  NetProfit margins -47 52 -0.5 5.4
Gross Block - Fixed Assets ~ 1,937.1  2,259.7 22947 23297  Inventorydays 307 273 2300 2300
Accumulated Depreciation 961.7 1,088.1 1,220.1 1,354.1 Debtor days 77 968 70.0 70.0
Net Block 9754 11716 10746 9756  Creditordays 41 608 60.0 65.0
Capital WIP 3205 90.0 90.0 90.0 Gross Block Turnover 0.9 0.8 0.9 1.0
Net Fixed Assets 1,295.9 12616 1,164.6 1,065.6 EBITDA conversion rate 95.6 135.6 162.1 73.0
Goodwill on Consolidation 215 215 215 215  Return Ratios (%)
Investments 15 15 15 15  RoE -7.7 ;103 Ll 125
Inventory 4194 4052 3911 4210  RoCE 03 06 23 8.9
Cash 12.1 259 57.0 515 ol _ 05 05 23 92
Debtors 3524 4892 4011 4457 \Ff/‘l’z'“"t'm Ratios (x) T e Y Tt & —e
Loans & Advances & Other 199.1 251.5 276.6 304.3 EV/EBITDA 31:1 22:1 15:5 7:9
Total Current Assets 982.9 1,171.8 1,125.8 1,222.6 EV/ Net Sales 19 17 14 1o
Creditors 559 903 1020 1190 et Cap/Sales 13 11 1.0 0.9
Provisions & Ot-her”CI._ 307.3 442.5 464.6 487.8 Price to Book Value 21 23 23 21
Total Current Liabilities 363.2 532.7 566.6 606.8 .

Solvency Ratios
Net Current Assets 619.8 639.1 559.2 615.8 Debt / Equity 10 11 10 08
LT L& A, Other Assets 109.7 115.3 126.9 139.6 Debt / EBITDA 9.9 73 47 22
Deferred Tax Assets 18.4 21.6 23.7 26.1 Current Ratio 27 22 19 19
Application of Funds 2,0668 2,060.6 18974 1870.1 Working Capital Cycle 344 309 240 235

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%

Hold: -5% to 15%;
Reduce: -15% to -5%;
Sell: <-15%

Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Siddhant Khandekar, Inter CA; Shubh Mehta, MBA(Tech); Vedant Nilekar, MBA; Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
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related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.
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investing.
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Research Reports.
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This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness
guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe
for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy
is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment
decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any
other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future
performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other
assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies
mentioned in the report in the past twelve months.

CICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did
not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI
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ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day
of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one
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