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Sector: Pharmaceuticals Rating: HOLD

CMP: Rs 977 Target Price: Rs 1,035
Stock Info

Sensex/Nifty 61,905/18,297
Bloomberg PLM IN
Equity shares 96mn
52-wk High/Low Rs 1,044/652
Face value Rs 5
M-Cap Rs 94bn/ USD 1.1bn

Financial Snapshot (Rs mn)

Y/E March FY23 FY24E FY25E
Sales 11,152 13,160 15,528
Gross profit 7,094 8,685 10,249
Gross Margin % 64% 66% 66%
EBITDA 2,654 3,631 4,477
Margin % 24% 28% 29%
PAT 1,793 2,343 3,007
EPS 18.7 24.4 314
DPS(Rs) 2.8 3.7 4.7
ROE(%) 15.4 17.5 19.2
P/E(x) 52.2 40.0 31.1
EV/EBITDA (x) 35.2 25.4 20.3
Shareholding pattern (%)

Sep-22 Dec-22 Mar-23
Promoter 53.33 53.33 53.31
—Pledged - -
Fll 16.27 16.33 16.21
DIl 3.39 3.38 3.67
Others 27.01 26.96 26.81
Stock Performance (1-year)
1,100
1,050
1,000
950
900
850
800
750
700
650
600 - T T T T

=——Poly Medicure ===Sensex

Vishal Manchanda
vishalmanchanda@systematixgroup.in
+91 9737437148

Bezad Deboo
bezaddeboo@systematixgroup.in
+91 22 6704 8046

Systematix

Institutional Equities

Poly Medicure

Strong revenue growth coupled with margin expansion

4QFY23 has been another strong quarter for Poly Medicure (PLM) in terms of
revenue growth coupled with margin expansion. PLM’s reported profit after tax at
Rs 588mn was 5.6% above our estimate. In 4QFY23, PLM’s revenue grew at ~20%
led by growth in European exports. Growth in the European market and softening
input prices have aided EBITDA margin expansion of 218bps QoQ. Company
expects an equally strong FY24 performance with 20% growth and EBITDA margin
between 25-27%. During the quarter, PLM has received US FDA approval for two
new product categories and will start exporting these products from 2QFY24
onwards. To support the strong growth expected ahead, PLM has commercialized
one plant and expects to commission another three plants in 2QFY24/3QFY24.
These new facilities will double capacities and support growth over the next 3
years. The key growth drivers in FY24 would be base business volume growth,
foray into US, scale-up in renal segment (dialysis consumable and dialysis
machines), expand reach in corporate chain hospitals and venturing into high value
critical care segment. We have tweaked our margin estimates on improving gross
margins and maintained target PE multiple at 33x FY25E EPS. We maintain a HOLD
rating on PLM with a revised target price of Rs 1,035 (Rs 990 earlier).

New Medical Device Policy will shape the industry growth

The Union Cabinet has approved the National Medical Devices Policy, 2023 and the
final policy is expected to be announced on 26™ May 2023. The new policy includes
institutionalizing a new export promotion council, which will simplify the export
process as the regulation will fall under one single window rather than multiple
regulatory agencies. The policy will also incentivize R&D investments made in the
medical device industry.

Renal segment growth was strong but was impacted by Chinese competition

In the renal segment, PLM grew at 40% YoY in FY23. PLM expects to install 200
machines in FY24. The primary customers of PLM’s dialysis machines are private
dialysis service providers, which is encouraging. Company’s dialyzer sales are getting
impacted owing to competition from cheaper Chinese imports. PLM is hopeful that
the import duty on dialyzers will be increased from the present 7.5% and if the
government could track the misuse of Free Trade Agreements (FTA) as Chinese
companies are routing exports into India from other countries like Malaysia. PLM is
also hopeful that its recommendation to prevent reuse of dialyzer will be accepted
and implemented as part of the national program “One nation, One Dialysis”.
Preventing reuse of dialyzers can reduce risk of fatal infections and hence improve
life expectancy of patients on dialysis.

Key risks — 1) Slowdown in export revenue led by lower demand, 2) Persisting
growth challenges in the renal segment.

4QFY23 earnings highlights

PLM's 4Q revenue at Rs 3,069mn, was up 19.2% YoY and 7.7% QoQ. EBITDA at Rs
832mn rose 27.4% YoY and 17.2% QoQ. EBITDA margin at 27.1% was up 175 bps YoY,
and 218 bps lower QoQ. PAT at Rs 588mn surged 28.5% YoY and 17.6% QoQ. PAT
margin at 19.2% was up 140 bps YoY and 161 bps QoQ. R&D expenses stood at Rs
58mn (1.9% of sales).

Investors are advised to refer disclosures made at the end of the research report.
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4QFY23 earnings call highlights

e Margins: Raw material prices have started cooling off leading to better margins
during the quarter. PLM has also benefited from increased exports to Europe
(1/3" of exports revenue now), which has better margins compared to overall
export margins. Ramp-up in renal business is not expected to dilute margins in
FY24/FY25.

e Revenue segmentation: PLM’s export revenue contribution was 68% of sales
and India sales were 32% of overall sales in FY23 (standalone). Infusion therapy
contributes 80-85% to the exports business and 45-50% to the India business. In
FY23, domestic business grew at 15% while the exports business grew at 23%.

e US: PLM has received US FDA approval for two product categories in the US
market and should be able to start exporting from 2QFY24 onwards.

e Capacity expansion: PLM will be commissioning four new facilities doubling
capacities over the next three years. PLM has already commissioned one facility
and will commission the other three in 2QFY24 or 3QFY24. The company is
expecting to generate 1.3-1.5x asset turnover from these new facilities.

e Dialysis: PLM’s dialysis business grew at 40% YoY in FY23. The company is
expecting to grow this business at 30-40% in FY24. PLM will be installing 200
dialysis machines in FY24. Renal business revenue was Rs 750mn in FY23 and is
expected to reach a revenue target of Rs 3,000mn over the next few years. The
company has invested Rs 450mn in PLI scheme investments so far and will need
to invest another Rs 550mn. Chinese players have been dumping cheap dialyzers
in the Indian market. PLM’s dialyzers are priced at 15% higher than Chinese
dialyzers. The dialysis machine market in India is Rs 2,000mn-2,500mn while the
dialyzer market is Rs 8,000-9,000mn.

o Future growth drivers: The company is primarily looking at increasing its wallet
share in hospitals by selling more medical devices to its present hospital base. It
is also looking at expanding its corporate chain hospital business. PLM’s
corporate chain hospital business is Rs 800mn-1,000mn.

e Input costs: PLM’s input costs is largely related to sourcing or manufacturing
plastic products, which is dependent on crude oil prices.
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Exhibit 1: Quarterly performance
Particulars (Rs mn) 4QFY22 3QFY23 4QFY23 YoY (%) QoQ (%) FY22 FY23 YoY (%)
Net revenue 2,575 2,848 3,069 19.2 7.7 9,231 11,152 20.8
Total material costs 1,018 1,025 1,048 3.0 2.3 3,481 4,059 16.6
% of revenue 39.5 36.0 34.2 (537) bps (182) bps 37.7 36.4 (131) bps
Staff costs 452 533 535 18.4 0.3 1,636 2,028 239
% of revenue 17.5 18.7 17.4 (11) bps (129) bps 17.7 18.2 46 bps
Other expenses 452 580 653 445 12.6 1,983 2,412 21.7
% of revenue 17.5 204 21.3 373 bps 92 bps 215 21.6 15 bps
EBITDA 653 710 832 27.4 17.2 2,131 2,654 24.5
EBITDA margin (%) 25.4 24.9 27.1 175 bps 218 bps 23.1 23.8 71 bps
Other income 85 144 85 0.2 (41.1) 403 366 (9.3)
Interest costs 15 48 23 62.0 (51.3) 43 88 107.4
Depreciation 140 142 148 5.7 4.2 540 572 6.0
\S/::Eﬁrc;f profit/(loss) of joint i 4 6 i 62.3 i 15 i
PBT 584 668 752 28.8 12.5 1,953 2,375 21.6
Tax 126 168 163 29.5 (2.6) 487 582 19.5
Tax rate (%) 21.6 25.1 21.7 13 bps (338) bps 25.0 24.5 (45) bps
Reported PAT 458 500 588 28.5 17.6 1,465 1,793 224
PAT Margin 17.8 17.6 19.2 140 bps 161 bps 15.9 16.1 20 bps
Source: Company, Systematix Institutional Research
Exhibit 2: Margin summary
Particulars (%) 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 2QFY23 3QFY23 4QFY23
Gross Margin 64.6 66.0 62.6 60.5 60.5 62.8 61.4 64.0 65.8
EBITDA Margin 255 26.1 22.8 22.2 21.7 18.7 235 249 27.1
EBIT Margin 19.6 20.0 16.7 16.3 16.2 13.1 18.4 20.0 223
PAT Margin 18.2 17.7 17.1 15.0 14.0 10.8 15.8 17.6 19.2
Source: Company, Systematix Institutional Research
Exhibit 3: Change in estimates
New estimates Old estimates Change (%)
Particulars (Rs mn)
FY24E FY25E FY24E FY25E FY24E FY25E
Net sales 13,160 15,528 13,185 15,559 (0.2) (0.2)
EBITDA 3,631 4,477 3,381 4,181 7.4 7.1
Margin (%) 27.6 28.8 25.6 26.9 195 bps 196 bps
PAT 2,343 3,007 2,252 2,876 4.1 4.5
Margin (%) 17.8 19.4 17.1 18.5 73 bps 88 bps
Source: Systematix Institutional Research
Exhibit 4: Actual vs Estimates
Particulars (Rs mn) Actuals Systematix Var(%)
Net sales 3,069 3,090 (0.7)
EBITDA 832 785 6.0
Margin (%) 27.1 25.4 171 bps
PAT 588 557 5.6
Margin (%) 19.2 18.0 114 bps

Source: Company, Systematix Institutional Research
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FINANCIALS

Profit & Loss Statement Balance Sheet

YE: Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E YE: Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
Net Revenues 7,865 9,231 11,152 13,160 15,528 Equity Share Capital 479 480 480 480 480
YoY gr. (%) 14% 17% 21% 18% 18% Reserves & Surplus (ExOCIl) 9,176 10,395 11,937 13,928 16,484
Cost of Goods Sold 2,619 3,481 4,059 4,474 5,280 Net Worth 9,656 10,875 12,416 14,408 16,964
Gross Profit 5,246 5,750 7,094 8,685 10,249 Short term debt 696 872 1,289 1,474 1,740
Margin (%) 67% 62% 64% 66% 66% Long term debt 678 396 175 175 175
Employee Cost 1,418 1,636 2,028 2,291 2,589 Trade payables 662 939 922 1,017 1,200
Other Expenses 1,685 1,983 2,412 2,764 3,183 Other Provisions 12 4 6 6 6
EBITDA 2,144 2,131 2,654 3,631 4,477 Other liabilities 571 711 963 963 963
YoY gr. (%) 31% -1% 25% 37% 23% Total Liabilities 12,274 13,796 15,771 18,042 21,047
Margin (%) 27% 23% 24% 28% 29%

Depreciation and Amortization 475 540 572 612 647 Net block 4,322 4,944 6,408 6,796 7,149
EBIT 1,668 1,591 2,082 3,019 3,829 CWIP 147 371 726 726 726
Margin (%) 21% 17% 19% 23% 25% Other Non-current asset 3,581 3,491 568 568 568
Net Interest 85 43 88 82 96 Cash and Cash Equivalents 296 154 1,831 3,077 4,814
Other Income 184 379 366 168 255 Debtors 1,559 2,066 2,354 2,778 3,278
Exceptional Items - - - - - Inventories 1,265 1,684 2,087 2,300 2,714
Profit Before Tax 1,767 1,928 2,360 3,104 3,989 Other current asset 1,104 1,086 1,797 1,797 1,797
Margin (%) 22% 21% 21% 24% 26% Total Assets 12,274 13,796 15,771 18,042 21,047
Total Tax 442 487 582 776 997 Source: Company, Systematix Institutional Research

Effective tax rate (%) 25% 25% 25% 25% 25%

Minority Interest & Share of

Loss from Associates 33 24 15 15 15

Profit after tax 1,359 1,465 1,793 2,343 3,007

EPS 14.2 15.3 18.7 24.4 31.4

YoY gr. (%) 30% 8% 22% 31% 28%

Source: Company, Systematix Institutional Research

Cash Flow Key Financial Metrics

YE: Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E YE: Mar (Rs mn) FY21 FY22 FY23 FY24E FY25E
PBT 1,801 1,952 2,375 3,104 3,989 Per Share(Rs)

Depreciation 475 540 572 612 647 EPS 14.2 15.3 18.7 24.4 31.4
Interest 51 20 88 82 96 CEPS 19.1 20.9 24.7 30.8 38.1
Others -82 -168 9 - - BVPS 100.7 113.4 129.5 150.3 176.9
Working capital -612 -634 -500 -543 -731 DPS - 2.5 2.8 3.7 4.7
Direct tax -446 -475 -579 -776 -997 Return Ratio(%)

Net cash from Op. activities 1,187 1,235 1,965 2,480 3,003 RoCE 19.1 13.7 16.0 20.2 21.9
Net Capital expenditures -951 -1,556 -2,393 -1,000 -1,000 RoE 19.4 14.3 15.4 17.5 19.2
Others -3,405 703 603 168 255 Balance Sheet

Net Cash from Invt. activities -4,356 -853 -1,790 -832 -745 Net Debt : Equity (x) 0.1 0.1 -0.0 -0.1 -0.2
Issue of share cap. / premium 4,000 1 4 - - Net Working Capital (Days) 138.3 142.3 158.2 171.0 167.9
Debt changes -665 -63 210 - - Valuation(x)

Dividend paid - -239 -240 -351 -451 PER 68.9 63.9 52.2 40.0 31.1
Others -166 -52 -85 -82 -96 EV/EBITDA 44.2 44.5 35.2 25.4 20.3
Net cash from Fin. activities 3,170 -353 -111 -434 547 EV/Sales 12.0 10.3 8.4 7.0 58
Net change in cash 1 28 64 1,214 1,712 Source: Company, Systematix Institutional Research

Source: Company, Systematix Institutional Research
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DISCLOSURES/APPENDIX
I.  ANALYST CERTIFICATION

I, Vishal Manchanda, Bezad Deboo; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject securities or
issuers referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain independence and
objectivity in making any recommendations.

Disclosure of Interest Statement Update
Analyst holding in the stock No
Served as an officer, director or employee No

Il.  ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below:
1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report.

2. The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the
month immediately preceding the distribution of the research report.

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report.

4. The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or
services from the company(ies) covered in this report in the past twelve months.

5. The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous
twelve months.

6. SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research
report.

7. The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report.
8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report.

9. Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report:

;L" Particulars YSZ./
1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report. No

Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the

R No
previous twelve months.

Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other

. . . . No
products or services from the company(ies) covered in the research report in the last twelve months.

10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities.
STOCK RATINGS

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months.

HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months.

SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months.
NOT RATED (NR): The analyst has no recommendation on the stock under review.

INDUSTRY VIEWS

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months.
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months.
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months.

1. DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise
due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for
distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest)
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe
to the views expressed therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third
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