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Industry LTP Recommendation Base Case Fair Value Bull Case Fair Value Time Horizon 

Pharmaceuticals Rs 246 Buy at LTP and add on dips to Rs 218-222 Rs 275 Rs 303 2 quarters 

Our Take:  
Indoco Remedies is a small sized pharma player having presence mainly in India, Europe and US markets. The Company’s domestic business 
continues to focus on brand building, new product launches, thrust on chronic/sub-chronic segment. US business is expected to grow at 
robust pace as ANDAs (13 approved products and 5-6 to be filed in FY21) will be commercialized at regular intervals as US FDA’s warning 
letter has been lifted. In US, the company expects 4-5 ANDA approvals per year going forward through partners as well as self-fillings. About 
4 launches in US markets are also expected in the medium term, which should gain critical mass in volume by Q3 FY21. Company’s US 
revenues more than doubled at Rs 57cr in FY20 and management has guided for around Rs 150cr revenues for FY21. Recently, the company 
received US FDA approval for Apixaban tablets. Apixaban is anticoagulant (blood thinner) and used to treat health problems caused by 
blood clot. US market size is ~US$ 1.1bn as per IMS MAT Jun-2020 data. The launch of this drug would further boost US revenues for the 
company.  
Business from EU will also witness impressive growth as additional capacities are created with UK MHRA approval of Baddi Plant-III and 
reinstatement of full GMP status of Goa Plant-I would boost the EU business. We expect the EU business togrow well on a relatively 
subdued base. Europe business recorded strong 47% yoy rise at Rs 154cr in FY20 and management guided for around Rs 225cr revenues for 
FY21. Indoco is also consolidating its position in the Emerging Markets through active brand promotion. During FY20, the company 
launched seven new products in chronic segment and one in sub-chronic in India. Company offers medicines in multiple therapeutic areas 
such as stomatology, respiratory, women’s health, anti-infectives, pain and ophthalmology.  
The company hopes to deliver low double digit growth in the domestic business in the next two years. Growth drivers will be improved 
productivity for its chronic and sub-chronic therapy business and new product launches. Management commented that they have enough 
capacity and don’t need to do expansion; they have guided for capex of Rs 50-60cr each for FY21E and FY22E. We expect regulated market 
business to register robust 44% CAGR over FY20-22E to Rs 444cr, mainly due to lower base and new products launches. As regulated market 
revenues grow, contribution from domestic revenues would come down to ~52% in FY22 vs. 62% in FY20. Expertise in R&D, backward 
integration in select products, its own CRO set-up, partnership model in Europe and a strong customer base are some of the key positives 
for the company. 
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View & Valuation: 
With regulatory issues largely corrected, the company’s regulated market revenues should see strong growth from FY21E, led by strong 
recovery in Europe, which is now back to its base run rate of Rs 45-50cr per quarter. The EU revenue growth will sustain, and the US and 
other regulated markets should also start meaningfully contributing from FY21 onwards. We feel the US business can incrementally add Rs 
80-90cr to FY21 sales. We estimate 17% revenue CAGR led by healthy ~8% growth from domestic business and 44% CAGR from regulated 
markets over FY20-22E. On the back of stronger revenue growth, operating leverage would also play a part and we project 580bps margin 
surge over the next two years. Healthy revenues coupled with better operational performance would drive robust PAT growth over the 
same period. At CMP, the stock trades at ~18x FY22E earnings. Robust export revenue growth, strong margin expansion, lower capex outlay 
and improvement in return ratios are key triggers. We feel investors can buy the stock at CMP and add on declines to Rs 218-222 band (16x 
FY22E EPS) for a base case target of Rs.275 (20x FY22E EPS) and a bull case target price of Rs.303 (22x FY22E EPS) over the next two 
quarters. 

Financial Summary 

Particulars (Rs cr) 
    

Q1 FY21 Q1 FY20 YoY (%) Q4 FY20 QoQ (%) FY19 FY20 FY21E FY22E 

Total Revenues 276 253 9.1 272 1.5 968 1,106 1,298 1,518 

EBITDA 49 22 117.4 33 46.2 77 123 204 260 

Depreciation 19 17 11.8 18 4.4 72 71 75 79 

Other Income 0.3 0.6 -50.0 0.5 -40.0 6 3 3 5 

Interest Cost 6 6 -4.9 8 -25.6 21 26 20 17 

Tax 7 -2 -418.2 2 191.7 -6 5 23 42 

APAT 17 2 750.0 5 214.8 -3 24 90 127 

EPS (Rs)           -0.3 2.6 9.8 13.7 

RoE (%)           -0.4 3.6 12.6 15.6 

P/E (x)           -758.7 94.5 25.2 18.0 

EV/EBITDA (x)           29.9 18.6 11.2 8.8 



Indoco Remedies 

4 
 

 

Q1 FY21 result highlights 
Company reported 9% yoy rise in revenues on the back of robust export formulations business in Q1FY21. Export formulations revenues 
registered stellar 61% growth while domestic business declined 9% yoy during the quarter. Domestic formulations revenue dipped due to weak 
performance from anti-infectives and vitamin segment. Company has guided for better growth in domestic formulations business for H2FY21. 
EBITDA margin improved by 870bps yoy to 17.6% on strong gross margin and lower other expenses during the quarter. At present, the 
company has approvals for 12 ANDAs and guides to file 5-6 more products during FY21. API revenues were down 6% yoy and company guided 
for around 20% growth for FY21. The company received approval for its ANDA for Olanzapine tablets (US market size $65Mn as per IMS data) ; 
it is indicated totreat schizophrenia and bipolar disorder. Thecompany plans to launch this product in the US in H2FY21 through its marketing 
partner. 
 
Domestic business to register 8% CAGR over FY20-22E 
The company has nine marketing divisions in the domestic market. Indoco has 2,300 Medical Representatives (MRs), 50% marketing acute 
products, the rest chronic and sub-chronic ones.  Company has 27 brands, which ranks amongst top-5 in its respective therapeutic segments. 
The key brands in India include Cyclopam (gastro), Febrex plus (respiratory), Cital (Urology), Homide (ophthalmology), Carmicide (gastro), 
Oxipod and ATM (anti-infectives), Sensodent, Sensoform and Rexidin(stomatology). Company derived 18.4% of the domestic revenues from 
stomatology while 16.4% from respiratory, 15% from anti-infectives, 14% from Gastro (GI) and ~7% from Vitamins (VMN) in FY20. During FY20, 
stomatology segment grew 14% while respiratory and anti-infectives segments registered strong 17% and 18% increase respectively. During 
FY20, the company launched seven new products in chronic segment and one in sub-chronic in India; five in cardiac, two in anti-diabetic and 
one in dermatology. Company derives around 80% of its domestic revenues from acute while the balance from chronic. Now, Company 
focuses on chronic areas like cardiac and diabetic segments and sub-chronic therapy like ophthalmology and VMN which is in line with its 
strategy of increasing the contribution of chronic therapies to the overall product mix. 
 
Key Triggers: 
 
Domestic market to grow well through its marketing divisions 
Indoco 
Indoco is the main domestic marketing division and enjoys a strong image amongst its targeted specialties, viz., general practitioners, 
pediatricians, gynecologists and consultant Physicians. The division has acquired a prominent position within its covered market with 



Indoco Remedies 

5 
 

 

prescription market share of around 4.5%. The division includes Cyclopam, which had grown 16% at ~Rs 75cr in FY20. In terms of new 
launches, Cital has attained a leadership position within its covered market and registered 29% growth to ~Rs 44cr in FY20. The division is 
poised to strike a balance between legacy brand management and management of new products. 
 
Spade 
Spade division is dedicated to ENT surgeons, pediatricians and consulting physicians. The product portfolio of Spade is more of an acute 
segment, consisting mainly of respiratory and anti-Infectives. Febrex Plus and ATM are the major contributors to the division. ATM registered 
27% growth at Rs 37.3cr in FY20. Febrex Plus revenues grew 19% at Rs 67cr. Bactogard is the third largest brand of the division.  With the 
launch of Fluoren Nasal Spray, Spade looks forward to move up the value chain in ENT segment.ATM (Azithromycin) tablets have been 
recommended for use in the treatmentof Covid-19. 
 
Warren NxGen 
Warren NxGen has a multispecialty focus and its key stomatological brands Sensodent KF, Lignox, Kidodent and Rexidin feature amongst the 
top five brands in the respective market. Considering the importance of creating awareness of oral hygiene from a young age, the division has 
embarked on a larger coverage of pediatricians. 
 
Warren ACE 
Warren Ace maintained its 1st rank in the stomatological covered market and is a leader in the desensitizer toothpaste segment with its legacy 
brands. The Warren Ace team caters to more than 46,000 dentists across India and is a pioneer in sensitivity management, with well-known 
brands like Sensodent-K and Sensoform. The division predominantly focuses on two segments viz., sensitivity management and pain 
management. Apart from the two major toothpaste brands, the division has launched and built brands like Sensodent K Plus, T-Lac, Rexidin 
Plus.  
 
Spera 
Spera caters to women’s health and is a specialty division covering gynecologists. Spera gained two ranks and is ranked 8th within its covered 
market as on Mar-2019. The product mix includes pregnancy care and lifestyle management products. Methycal 2000, newly launched brand 
within the space of the Vitamin D3 market, is gaining fast momentum.  
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Warren Excel and Vision 
This division caters to a niche ophthalmology segment, with a wider therapeutic range.The division’s product range covers acute, chronic, as 
well as products for surgical procedures in ophthalmology.  The division’s wide range of products extends from tear substitutes, anti-infectives, 
anti-oxidants,anti-glaucoma range, anti-allergic and NSAIDs. The Mofloren brand is the largest contributor to thedivision’s sales. Some of the 
brands that are ranked amongst top five in their respective categories are, Homide, Renolen, Zincoren, Dexoren, Dexoren-S, B-Floren, 
Mofloren-BF, Clygan, Tobaren-DM and Blu Dye. 
 
Indoco Focus 
The division’s product portfolio comprises of chronic segment, catering to diabetologists and endocrinologists with Zilenta, Glychek, Praztac 
and Trucharge. The foray in the gliptins market through the launch of teneligliptin brands, viz., Zilenta, Zilenta M and Zilenta M Forte has given 
the desired thrust, making presence of the division stronger in metabolic therapy. Praztac-D recorded Rx growth of 37% during FY19 and 
jumped to 27th rank in a span of three years. Many new launches will shape the Focus division as a Diabeto division and resources will be 
aligned to get due recognition for the division’s range of products, from high end consulting physicians, endocrinologists and diabetologists. 
 
Indoco CND 
CND division is making inroads in the cardio-diabetic market. Top brands like J-Ring, Cal-Aid, etc., are growing well. The division caters to 
super-specialists like cardiologists, diabetologists, endocrinologists, nephrologists and high end consulting physicians to strengthen its 
presence in the fast growing chronic segment. Creation of a sizeable prescriber base within consulting physicians and cardiologists by CND 
division denotes success in terms of its penetration within its major focused specialty. CND division’s portfolio has the appropriate products, 
most of them being in the high value - high growth segment.  
 
Regulated Markets to see strong growth post regulatory resolution 

With EIR (Establishment Investigation Report) in March-2019 for Goa Plant-II & III, the warning letter (WL) has been lifted and now it paves the 
way for approval of pending ANDAs. In Goa Plant-I, remedial procedure with US consultants is ongoing to resolve the concerns raised in the 
warning letter. The monetization of ANDAs got delayed due to warning letter at its above facility. There were leakages occurred in a product 
that was shipped to US. The company has submitted all updates on its remediation progress around Unit-I in Goa (OAI – Official Action 
Indicated - status) and is awaiting an inspection (virtual/onsite).As a consequence of warning letter, few high value filings the company had to 
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let go and also US business suffered a lot for last two years. Europe business continued to remain firm and the company is looking to grow 
revenues by new dossier filings.  
 
Company targets to file 5-6 ANDAs every year and have sizable filings in Injectables. With number of ANDAs and Dossiers awaiting approval, 
the future for the Regulated markets looks optimistic over the next two years. Regulated markets include UK, US, New Zealand, Germany, 
Spain and others. In Emerging markets it includes mainly Africa, Asia, LatAm and others. Emerging markets revenues grew 8% yoy at Rs 79cr in 
FY20. In South Africa, the company has a tie up with Aspen. Indoco has approval of 12 ANDAs while it has pending approval for 44 ANDAs with 
US FDA. It has around 18 ophthalmic products among the pending ANDAs and it is in negotiation with three potential marketing partners. 
 
US revenues dipped sharply on regulatory hurdles. In FY17, the company had registered ~Rs 130cr revenues from US business and post that on 
the back of regulatory issues, the US business has suffered. In FY20, US revenues stood at Rs 57cr. We believe now the WL has been classified 
as VAI (Voluntary Action Indicated) and now the ANDAs should begin to get approvals as it is visible in the last 6 months. We estimate 
regulated markets to see 44% CAGR in revenues over FY20-22E. US business should see strong growth given a low revenues base due to 
regulatory issues.  
 
Europe has continued to be a major contributor of sales in International Business and regulated markets in particular. During FY20, sales from 
Europe region grew well, despite the regulatory challenges. UK and Germany remain the top revenue generators for the region, followed by 
Spain and Eastern Europe. Company recorded 47% growth in Europe revenues at ~Rs 154cr in FY20. Management has guided for strong growth 
from Europe business for the next two years.  

 
Regulatory inspections and ANDA approvals 
In Sep-2019, the company successfully completed UK-MHRA inspection at Verna, Goa plant II.  The inspection had resulted into two 
observations. In Dec-2019, the company received EU GMP certification from UK health regulator for the sterile manufacturing unit plant II. 
 
In Nov-2019, Indoco received EIR for its facilities at Goa (plant II and III) from US FDA. This was a Pre-approval Inspection for a sterile injectable 
product, with 2 observations on Form 483s, neither of these were related to Data Integrity or the core Quality Management System. The 
inspection classification of this site had been determined as VAI (Voluntary Action Indicated) by the US FDA.  
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The Company had 39 ANDAs pending for approval from this site as on Nov-2019. This was the second successful Pre-Approval Inspection (PAI) 
of this site in less than 6 months, which indicates steady progress in review of the pending ANDAs.  
 
On Sep 14, 2020, the company received US FDA approval for Apixaban tablets. Apixaban is anticoagulant (blood thinner) and used to treat 
patients with health problems caused by blood clot. US market size is ~US$ 1.1bn as per IMS MAT Jun-2020 data. This would further boost US 
revenues for the company. 
 
In Feb-20, the US FDA approved the First to file (FTF) ANDA with Para-IV certification for OlopatadineHyrdochloride Ophthalmic Solution 
developed at Indoco’s R&D centre. The ANDA has been filed from Goa Plant-II on behalf of US partner and has been approved by the US FDA 
with 180 days’ generic drug exclusivity. 

 
In Dec-2019, Indoco Remedies received final approval for Febuxostat Tablets. The market size of Febuxostat tablets in USA is over US$ 500mn.  
Febuxostat  is  used  for  the  treatment  of  gout caused  by  excessive  levels  of  uric  acid  in  the  blood  (Hyperuricemia).  Febuxostat  
prevents  the  production  of  uric  acid  by  blocking  the  activity  of  the  enzyme that converts purines  to uric acid. Hyperuricemia can cause 
kidney disease and kidney stones as well. 

 
In Oct-2019, Company got US FDA approval for Rasagiline tablets, which is used for treatment of Parkinson's disease. The market size of this 
product in the US as per IMS 2018 data was pegged at ~US$ 100 million. Management commented that this was the first ANDA approval for 
Indoco after receipt of warning letter in March 2017 for Goa plant II and III. After around two years, the facility got classified as OAI to VAI 
during FY19.  

 
API business 
Backward integration is a key for success in the competitive International market. Majority of ANDAs/Dossier filings are backed by APIs 
manufactured in its own facility. Thus, though API contribution (external sales) to overall business is not sizable, its importance from the 
strategic perspective is high for the company. Considering the growing demand both for captive as well as external sales, Company has 
expanded capacity by commissioning of new API manufacturing facility at Patalganga. US FDA inspections were successfully completed at 
Indoco’s API manufacturing facilities at Patalganga and Rabale, Navi Mumbai. This would help company to source key raw materials and it will 
help improvement in gross margins. With a good product mix of APIs in ophthalmics, anti-diabetic, anti-gout and other therapeutic categories, 
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backed by DMFs and Certificates of Suitability (CEP), the API division is expected to deliver strong double digit growth over the next two 
years.Revenues from API business were at Rs 86cr as against Rs 82.2cr last year. The new API facility at Patalganga received the Certificate of 
Suitability (CEP) for Allopurinol API from European Directorate of Quality of Medicine (EDQM), paving the way to commence supplies to the 
European Markets. Company has guided for ~20% growth in FY21.  
Key Concerns 

 Any adverse regulatory action from US/EU authorities upon inspection of its dedicated facilities 
 We have projected robust growth from regulated markets; lower growth would lead to pressure in profitability 
 Adverse currency movement may impact its profitability 
 Addition of drugs in the National List of Essential Medicines (NLEM) could hurt the domestic business. 
 Indoco has high concentration of acute therapies in India (acute-chronic-sub chronic ratio for the company is 82:5:13 (AIOCD March, 

2020)) and one of the lowest MR productivity. Low presence in chronic could lead to lower growth in future. However a positive 
outcome of restructuring exercise and likely improvement in MR productivity besides therapy calibration can overcome some of these 
negatives. 

 July domestic formulations sales fell 10.1% and August sales fell 8.9% with MAT growth coming in at just -0.4%. 
 Return ratios for the company are on the lower side due to regulatory issues in the past two years and also due to lower sales to Fixed 

Assets ratio and relatively lower OPM/PAT margin. However, this situation is undergoing a change for the better.  
Company Background 
Indoco Remedies is a small player in pharmaceutical sector (a market share of ~0.7% and overall rank of 29) with key presence in India, Europe 
and US markets. Company is engaged in manufacture, marketing and distribution of pharmaceutical products and services in the domestic & 
international markets. Through its nine marketing divisions viz. Indoco, Spade, Warren NxGen, Warren ACE, Warren Excel and Vision, Indoco 
Focus, Indoco CND, Spera and Institution the company serves a range of doctor specialties. The Company has a predominant presence in South 
(34%) and West (29%), followed by East (19%) and North (18%). Indoco has signed supply agreements with companies like Watson, Aspen and 
DSM to supply formulations to advanced and emerging markets. The key focus areas in India are stomatology (~19% of domestic revenues), 
respiratory (17%), anti-infectives (15%) and Gastro (14%). Formulation exports accounted for ~27% of revenues with key focus in Europe and 
US region and also in Emerging Markets. AnaCipher CRO is a small division of Indoco, specialized in Bio-Availability and Bio-Equivalence (BA / 
BE) studies. The unit has been successfully audited by US FDA with Zero 483s for the last 5 inspections. Company derived 1% of its revenues 
from CRO in FY20. 
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Source: Company, HDFC sec Research  
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Income Statement 

(Rs Cr) FY18 FY19 FY20 FY21E FY22E 

Net Revenue 1042 968 1106 1298 1518 

Growth (%) -3.1 -7.1 14.2 17.4 17.0 

Operating Expenses 907 892 983 1094 1259 

EBITDA 135 77 123 204 260 

Growth (%) -14.0 -43.2 60.8 66.2 27.1 

EBITDA Margin (%) 12.9 7.9 11.1 15.7 17.1 

Depreciation 68 72 71 75 79 

EBIT 67 5 52 129 180 

Other Income 5 6 3 3 5 

Interest expenses 24 21 26 20 17 

PBT 48 -9 29 113 169 

Tax 7 -6 5 23 42 

RPAT 41 -3 24 90 127 

Growth (%) -46.6 -107.3 -903.2 274.5 40.2 

EPS 4.5 -0.3 2.6 9.8 13.7 
Source: Company, HDFC sec Research 

 

 

 

 

 

 

 

 

Balance Sheet 
As at March FY18 FY19 FY20 FY21E FY22E 

SOURCE OF FUNDS           

Share Capital 18.4 18.4 18.4 18.4 18.4 

Reserves 657 642 661 740 850 

Shareholders' Funds 675 661 679 759 868 

Long Term Debt 123 129 97 75 60 

Net Deferred Taxes -35 -45 -45 -45 -45 

Long Term Provisions & Others 22 23 36 43 50 

Total Source of Funds 786 768 767 832 935 

APPLICATION OF FUNDS           

Net Block (incl. CWIP) 517 558 550 534 525 

Intangibles 107 95 91 86 81 

Long Term Loans & Advances 40 22 23 28 34 

Total Non Current Assets 664 675 665 649 640 

Inventories 193 183 208 245 284 

Trade Receivables 210 196 210 253 292 

Cash & Equivalents 12 37 38 81 130 

Other Current Assets 124 122 106 111 119 

Total Current Assets 541 538 564 695 839 

Short-Term Borrowings 110 113 106 96 81 

Trade Payables 150 171 166 213 248 

Other Current Liab & Provisions 120 117 136 145 153 

Short-Term Provisions 38 44 52 56 61 

Total Current Liabilities 420 446 461 512 544 

Net Current Assets 122 92 103 183 295 

Total Application of Funds 786 768 767 832 935 
Source: Company, HDFC sec Research 
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Cash Flow Statement 

(Rs Cr) FY18 FY19 FY20 FY21E FY22E 

Reported PBT 48 -9 29 113 169 

Non-operating & EO items -5 -6 -3 -3 -5 

Interest Expenses 24 21 26 20 17 

Depreciation 68 72 71 75 79 

Working Capital Change 10 54 -11 -37 -62 

Tax Paid -7 6 -5 -23 -42 

OPERATING CASH FLOW ( a ) 138 137 108 146 156 

Capex -160 -99 -59 -55 -65 

Free Cash Flow -22 37 49 91 91 

Investments 20 7 -1 -5 -6 

Non-operating income 5 6 3 3 5 

INVESTING CASH FLOW ( b ) -136 -86 -58 -56 -66 

Debt Issuance / (Repaid) -9 6 -19 -15 -8 

Interest Expenses -24 -21 -26 -20 -17 

FCFE -55 23 4 56 67 

Share Capital Issuance 0 0 0 0 0 

Dividend -11 -3 -3 -11 -17 

FINANCING CASH FLOW ( c ) -44 -18 -48 -46 -41 

NET CASH FLOW (a+b+c) -42 33 1 43 49 
Source: Company, HDFC sec Research 

 

 

 

 

 

Key Ratios 
  FY18 FY19 FY20 FY21E FY22E 

EBITDA Margin 12.9 7.9 11.1 15.7 17.1 

EBIT Margin 6.4 0.5 4.7 10.0 11.9 

APAT Margin 3.9 -0.3 2.2 7.0 8.3 

RoE 6.2 -0.4 3.6 12.6 15.6 

RoCE 7.2 0.5 5.7 13.3 17.0 

Solvency Ratio           

Net Debt/EBITDA (x) 1.6 2.7 1.3 0.4 0.0 

D/E 0.3 0.4 0.3 0.2 0.2 

PER SHARE DATA           

EPS 4.5 -0.3 2.6 9.8 13.7 

CEPS 11.8 7.4 10.3 18.0 22.4 

BV 73.2 71.7 73.7 82.3 94.2 

Dividend 1.0 0.3 0.3 1.0 1.5 

Turnover Ratios (days)           

Debtor days 73 74 69 71 70 

Inventory days 67 71 65 69 68 

Creditors days 102 125 104 110 112 

VALUATION           

P/E 55.3 -758.7 94.5 25.2 18.0 

P/BV 3.4 3.4 3.3 3.0 2.6 

EV/EBITDA 17.0 29.9 18.6 11.2 8.8 

EV / Revenues 2.2 2.4 2.1 1.8 1.5 

Dividend Payout 22.4 -92.2 11.5 10.2 10.9 
Source: Company, HDFC sec Research 
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