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Windlas Biotech Ltd.

Company Background

Windlas Biotech Ltd. (“Windlas") was incorporated on 19th February 2001, Windlas is
amongst the top five players in the domestic pharmaceutical formulations contract
development and manufacturing organization (“COMO0") industry in India in terms of
revenue, Windlas currently owns and operate 4 manufacturing facilities located at
Dehradun in Uttarakhand. As of March 31, 2021, their manufacturing facilities had an
aggregate installed operating capacity of 7,063.83 million tablets/ capsules, 54.46
million pouch/ sachet and 61.08 million liquid bottles. As of March 31, 2021, Windlas had a

netwaork of over 703 stockists and distributors spread across 15 states in India.

Issue Details
The offer comprises Fresh Issue of Equity shares aggregating upto Rs.165Cr and Offer for
sale of Equity Shares aggregating upto Rs.236.54Cr.

Issue Objectives

1. To purchase equipment required for capacity expansion of existing facility at
Dehradun Plant IV,

2. To finance incremental working capital requirements of the company.

3. Repayment/prepayment of company's borrowings.

4, General corporate purposes.

IPO share allotment pattern

Number of Shares at | Number of Shares at | Issue Size®

Category Allocation Rs.448 Rs.460 (RS.CT)
QIB 50% 44,12,551 43,64,512 200.77
Non-Institutional 15% 13,23,765 13,09,354 60.23
Retail 35% 30,88,786 30,55,158 140.54
Total 88,25,103 87,29,024 401.54

Source: Company RHP, ACMIIL Research, * Issue Size at Upper price band

Outlook and Valuations

Windlass provides a comprehensive range of COMO services ranging from product
discovery, product development, licensing, and commercial manufacturing of generic
products, including complex generics. In FY2020, they provided COMO services to 7 of the
top 10 Indian formulations pharmaceutical companies. The domestic formulations COMO
is projected to grow at a CAGR of approximately 14%. Further, the Government of India
has approved the Production Linked Incentive (“PLI") scheme for pharmaceuticals for
FY2021 to FY2029, which is expected to promote innovation for development of complex
and high-tech products. With its superior product mix, established brand name, strong
Relationships with Leading Pharma Companies, and adding capacities, we believe the
company is well placed to capitalize on domestic opportunities. At the upper price band
of Rs.460/-, stock is valued at 26.8x of FY21 Earnings of Rs.17.1(based on fully diluted post
issue equity and adjustment of exceptional item of 22Cr). We recommend to subscribe
the issue from a long-term prospective.

Investment Rationale
CDMO in India with focus on the chronic therapeutic category

With increasing globalization and focus of large pharmaceutical players on cutting costs
and optimizing operations, COMOs have seen significant acceptance in the pharmaceutical
industry internationally over the last few years. In particular, pharmaceutical companies
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are increasingly outsourcing development and manufacturing of new products, and as a result, the domestic formulations COMO market
has grown at a higher rate of approximately 13% compared to the growth rate of approximately 8.6% of the domestic formulations
market (in terms of consumption) in the past 5 years. The chronic therapeutic category has been growing at a CAGR of approximately
10% between Fiscal 2016 and Fiscal 2020, and has outperformed overall domestic formulations market (in terms of consumption), which
grew at a CAGR of approximately 8.6% during the same periods. In addition, the chronic segment typically provides for higher margins
in comparison to the acute segment.

Company's number of products in the chronic segment (including sub-chronic) have increased from 554 in FY13 to 920 in FY21. Within the
chronic segment, anti-diabetic, cardiovascular, neuro and respiratory therapies are expected to grow at a CAGR of approximately 20%,
12%, 12% and 10%, respectively, from Fiscal 2020 to Fiscal 2025, Majority of the therapies for the diseases in the chronic segment area
involve multiple organs and systems, and are treated with ‘'multi-drug therapy' by physicians. Further, in the Indian market, particularly
where ‘multi-drug’ therapy is required, very few COMOs have the require specialized teams and rapid prototyping capabilities to
develop and manufacture new such 'multi-drug’/ fixed dose combination products. Windlas has significant experience in developing and
manufacturing such fixed dose combinations.

Long-term relationships with Indian pharmaceutical companies

Windlas has developed relationships with leading Indian pharmaceutical companies. Their operational track record in successful delivery
of products, responsiveness, dosage innovation, complex generic product development, quality and technical standards, turnaround
times, and productivity has facilitated the strengthening of their customer base and helped them in expanding their product and service
offerings as well as geographic reach. In FY2020, they provided COMO services to 7 of the top 10 Indian formulations pharmaceutical

companies.
Brinton Pharmaceuticals Ltd., Leeford Healthcare Ltd,, Sanofi India Ltd,,
Cadila Healthcare Ltd/ Zydus Healthcare Ltd,, Maa Durga Enterprises, Sundyota Numandis Probioceuticals Pvt Ltd.,
Emcure Pharmaceuticals Ltd,, Medley Pharmaceuticals Ltd., Systopic Laboratories Pvt Ltd,,
Eris Lifesciences Ltd., Mega Lifescience Public Co Ltd,, Talent India, USV Pvt Ltd,,
Hegde & Hegde Pharmaceutical LLP, Panacea Biotec Ltd,, Vestige Marketing Pvt Ltd.,
Intas Pharmaceuticals Ltd., Pfizer Ltd.,, Wallace Pharmaceuticals Pvt Ltd,,
Leeford Healthcare Ltd,, Procter and Gamble Health Ltd., Win-Medicare Private Ltd.

Source: Company RHP, ACMIIL Research

Foray into high growth injectables segment

The domestic injectables CDOMO industry is expected to reach Rs.49 billion to Rs.53 billion by FY2025. Moreover, the injectables segment
is expected to account for 12% to 13% of all the dosage forms in the domestic formulations market and 13.2% to 14.2% of the domestic
formulations COMO market in FY2025. Further, the margins for contract manufacturers in the injectables segment are more robust
as there are fixed contracts for the development and manufacturing of the drugs and there are no selling and general costs for the
contract manufacturers. Accordingly, Windlas proposes to utilize Rs.50 crore of their Net Proceeds towards capital expenditure for
capacity expansion. Further, the business to business model also allows opportunity for scaling up operations as the players can
specialize in particular molecule and have supply contracts with multiple injectables marketing players.

Consistent track record of financial performance

In the last three years (FY19-21), The company's revenue and operating profit has grown at a CAGR of 18% and 19% respectively. They
have received ICRA A (Stable) and ICRA A1 rating from ICRA. As of March 31, 2021, the Total Debt/ Equity ratio was 0.16, and ROCE was
20.23%. They have consistently experienced an improvement in their PAT margin from 4.65% in Fiscal 2019 to 8.70% in Fiscal 2021, on
account of cost rationalization strategies, increased focus on complex generic products in the chronic therapeutic category.
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Financial Snapshot
Particulars (Rs. Million)
Equity share capital
Net worth
Net asset value per share
Debt to Equity Ratio
Revenue from Operations
EBITDA
EBITDA %

Exceptional Items
Net Profit

Diluted EPS (Rs)
ROE

ROCE

Source: Company RHP, ACMIIL Research

Comparison With Listed Peers
There are no listed companies in India in the same line of business as that of the Company.

Risks and concerns

1. Customer Concentration: Top 10 customers Contributes 58% of revenues.

2. Failure to comply with quality standards and technical specification.

FY19
64
1,936
14
0.6
3,073
384
12.5%
488
638
37.65
8.97%
15.86%

FY20
64
2,097
115
0.3
3,288
414
12.6%
-75
62
8.90
8.04%
12.04%

Fy21
64
1,991
109
0.6
4,276
547
12.8%
-215
155
8.70
18.19%
20.23%
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ACMIIL Retail Research Products

Informational Products Recommendation Products

Morning Notes Momentum Calls
Equi-Tea Positional Calls
Market Watch Smart Delivery Calls
Investor First Magazine Investment Ideas
IPO/NCD/ETF/OFS/BOND Master Trades High Risk
Market Pulse Master Trades Medium Risk
RBI Monetary Policy Techno-Funda
Union Budget Report Top Mutual Fund Schemes
Weekly Derivative Synopsis Portfolio Review
Rollover Snapshot Stock Basket
Rollover Analysis
For More Information on Retail Research Products please visit
https://www.investmentz.com/research-services
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Information pertaining to Asit C. Mehta Investment Interrmediates Limited (ACMIIL):

Retail Research Desk: ACMIIL is a SEBI registered Stock Broker, Merchant Banker, Portfolio Manager and Depository Participant.
It is also a AMFI registered Mutual Fund Distributor, It does not have any disciplinary history. Its associate/
Email: retailresearch@acm.co.in group companies are Asit C. Mehta Commodity Services Limited, Asit C. Mehta Realty Services Pvt. Ltd, Asit
C. Mehta Forex Pvt. Ltd, Nucleus IT Enabled Services , Asit C. Mehta Financial Services Limited (all providing
Research Analyst REgIStrGtIOﬂ Number: services other than stock broking merchant banking and portfolio management services.).
INHO00002483 i
Disclosures
CIN: U65990MH1993PLC0O75388 ACMIIL/its associates and its Research analysts have no financial interest in the companies covered on
An 1SO 9001:2015 Certified the report. ACMIIL/its associates and Research analysts did not have actual/beneficial ownership of one

per cent or more in the companies being covered at the end of month immediately preceding the date
of publication of the research report. ACMIIL/its associates or Research analysts have no material conflict
of interest, have not received any compensation/benefits for any reason (including investment banking/
merchant banking or brokerage services) from either the companies concerned/third parties with respect
to the companies covered in the past 12 months., ACMIIL/its associates and research analysts have neither
managed or co-managed any public offering of securities of the companies covered nor engaged in market
making activity for the companies being covered. Further, the companies covered neither are/nor were a
client during the 12 months preceding the date of the research report. Further, the Research analyst/s cov-
ering the companies covered herein have not served as an officer/director or employee of the companies
being covered
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Disclaimer:

This report is based on information that we consider reliable, but we do not represent that it is accurate
or complete and it should not be relied upon such. ACMIIL or any of its affiliates or employees shall not be
in any way responsible for any loss or damage that may arise to any person from any inadvertent error
in the information contained in the report. To enhance transparency we have incorporated a Disclosure of
Interest Statement in this document. This should however not be treated as endorsement of the views
expressed in the report.

You are also requested to refer to the disclaimer (which is deemed to be part and parcel and is applicable
to this research report as well) : http://www.investmentz.com/disclaimer
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