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Polymed’s Q3 results were exactly in line with estimates. Sales grew 13% cvp Rs 515
YoY, EBITDA margins at 28.4% were steady on the back of cost efficiency ; o
measures. Reported PAT at Rs353mn was up 41% YoY. On the 9MFY21, Target / Upside Rs 620/ 20%
company reported 11% growth in sales while the PAT growth has been  NIFTY 13,968
stellar at 32% YoY. This is driven by sharp improvement in product mix  Scrip Details
!ed by new launches coupled with pru‘d.ent fiscal measures. We believe Equity / FV Rs 441mn / Rs 5
introduction of products such as sterilized VTM Testing Kits, Personal
Protection Kits and Face Protective Shield have also aided growth. The Market Cap Rs 45bn
Company garners ~70% of its revenue from exports and 30% from USD 624mn
domestic markets; Europe contributes 40% of the total export business. 55\ eek High/Low Rs 559/ 200
Its flagship product IV Cannula contributes ~28-30% of total sales. Apart Ave. Vol 87 597
from IV Cannula, we expect its new launches of pre-filled syringes, vg. Volume (no) !
catheters, and dialyzers to contribute meaningfully over the next 2-3  Bloom Code PLM IN
years. Price Performance 1M 3M 12M
Absolute (% 1 6 98
Growth drivers: (%) 1)
Rel to NIFTY (%) (1) 6 105

= Pick upin elective surgeries is also likely to bode well in the near term.
Shareholding Pattern

=  New product launches and capacity expansion shall drive incremental

growth. Jun'20 Sep'20 Dec'20
®= |t is expanding its direct customer connect in domestic and global Promoters 488 488 488
markets along with clinical engagement programs and increasing MF/Banks/Fls 0.0 0.0 0.3
digital footprint. Flls 29 24 38
* The estimated demand in India is ~900mn syringes for COVID 19 Public/Others 483 489 47.1
vaccination. We believe Polymed could be a beneficiary here .
Valuation (x)
®=  Moving up the value chain, company is now launching dialyzers as well FY21E FY22E FY23E
as dialysis machines
P/E 35.3 30.2 24.8
Host of strategic initiatives like enhancement of operational efficiency, EV/EBITDA 22.4 19.4 15.9
optimization of raw material consumption, addition of new customers,  ROE (%) 27.4 273 28.0
expandlqg its geographical reach, mv_e'stments in R&D |p|t|at|ves, ROACE (%) 713 390 3.8
automation of processes and energy efficiency would led to improved
performance of the company. .
Estimates (Rs mn)
Q3FY21 Result (Rs Mn) FY21E FY22E FY23E
Particulars Q3FY21 Q3FY20 YoY (%) Q2FY21 QoQ (%) Revenue 7,873 9,182 10,645
Revenue 2,035 1,804 12.8 1,996 1.9 EBITDA 2,091 2,383 2,847
Total Expense 1,457 1,349 8.0 1,431 1.8 PAT 1,290 1,508 1,835
EBITDA 578 456 26.9 565 23 £ps(Rs) 146 171 208
Depreciation 126 108 16.2 114 9.8
EBIT 452 348 30.2 451 0.4
Other Income 50 40 25.0 32 55.9
Interest 48 54 (11.5) 28 72.4 VP - Research: Sapna Jhawar
Tax 107 86 24.4 110 (2.3) E-mail: sapnaj@dolatcapital.com
RPAT 353 250 41.1 350 0.9
APAT 353 250 41.1 350 0.9 ) ) )
(bps) (bps) Associate: Zain Gulam Hussain
Tel: +9122 40969725
Gross Margin (%) 66.6 67.9 (124) 69.8 (319) . . .
: E-mail: zain@dolatcapital.com
EBITDA Margin (%) 28.4 25.2 315 28.3 9
NPM (%) 17.3 13.9 349 17.5 (19)
Tax Rate (%) 23.5 25.8 (226) 24.1 (53)
EBIT Margin (%) 22.2 19.3 297 22.6 (35)
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Polymed has grown at 14% and 20% CAGR in revenue and PAT respectively during
FY17-20 with margins improving by 400 bps to 24.5% in FY20. Management guides
for the growth momentum to sustain in teens with an EBITDA margin improvement
of 500bps over the next 4 years. It is exploring new opportunities in Europe & USA
markets as all its recently developed new products have received EU approval (CE
mark) and will be launched in selected markets in coming months. Company has an
enabling resolution of QIP of Rs4bn to be utilized for greenfield expansion under the
latest PLI scheme to expand its renal segment. With improving penetration and A/O,
we believe the company can easily grow at 19-20% earnings CAGR generating CFO
to EBITDA at 80%+. Company has guided to become debt free by FY22E. Current net
D/E ratio stands at 0.4x.

Further, it has improved its CFO/EBITDA from 60% in FY18 to 82% in FY20. The return
ratios have been impressive at ~22%+. Over the past 10 years, revenue and PAT has
grown at steady 16% CAGR with EBITDA margins at an average of 24%. At CMP, the
stock trades at 29.9x FY22 and 24.6x FY23E EPS of Rs17.2 and Rs20.9 respectively.

Given that there is no direct comparable of this business, we benchmark our
valuations to the diagnostics industry and use DCF as our valuation methodology.
Assuming mid-teens growth and sustained margins, WACC of 11% and terminal
growth of 5%, we initiate coverage on Polymed with a BUY recommendation and
target price of Rs620.

January 27, 2021

2 Poly Medicure



DART”

Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 6,872 7,873 9,182 10,645
Total Expense 5,233 5,782 6,798 7,798
COGS 2,170 2,479 2,929 3,334
Employees Cost 1,388 1,481 1,727 2,002
Other expenses 1,675 1,822 2,143 2,463
EBIDTA 1,640 2,091 2,383 2,847
Depreciation 405 475 544 612
EBIT 1,234 1,616 1,840 2,235
Interest 183 141 89 67
Other Income 185 194 204 214
Exc. / E.O. items 0 0 0 0
EBT 1,236 1,669 1,954 2,381
Tax 298 403 472 575
RPAT 959 1,290 1,508 1,835
Minority Interest 0 0 0 0
Profit/Loss share of associates 21 24 26 28
APAT 959 1,290 1,508 1,835
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 441 441 441 441
Minority Interest 0 0 0 0
Reserves & Surplus 3,907 4,635 5,534 6,704
Net Worth 4,348 5,076 5,975 7,146
Total Debt 1,686 1,566 1,116 956
Net Deferred Tax Liability 252 263 275 288
Total Capital Employed 6,287 6,905 7,366 8,389
Applications of Funds

Net Block 3,278 3,860 4,131 4,149
CWIP 598 589 627 684
Investments 619 549 507 507
Current Assets, Loans & Advances 3,178 3,037 3,405 4,529
Inventories 1,121 1,122 1,241 1,379
Receivables 1,271 1,286 1,401 1,596
Cash and Bank Balances 254 89 208 965
Loans and Advances 1 2 2 2
Other Current Assets 372 380 393 428
Less: Current Liabilities & Provisions 1,386 1,130 1,304 1,480
Payables 664 698 803 900
Other Current Liabilities 723 432 501 579
Net Current Assets 1,791 1,907 2,101 3,049
Total Assets 6,287 6,905 7,366 8,389

E — Estimates
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Important Ratios

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)

Gross Profit Margin 68.4 68.5 68.1 68.7
EBIDTA Margin 23.9 26.6 26.0 26.7
EBIT Margin 18.0 20.5 20.0 21.0
Tax rate 24.2 24.2 24.2 24.2
Net Profit Margin 14.0 16.4 16.4 17.2
(B) As Percentage of Net Sales (%)

COGS 31.6 31.5 31.9 31.3
Employee 20.2 18.8 18.8 18.8
Other 24.4 23.1 23.3 23.1
(C) Measure of Financial Status

Gross Debt / Equity 0.4 0.3 0.2 0.1
Interest Coverage 6.7 11.5 20.6 334
Inventory days 60 52 49 47
Debtors days 68 60 56 55
Average Cost of Debt 12.0 8.7 6.7 6.5
Payable days 35 32 32 31
Working Capital days 95 88 84 105
FAT/O 2.1 2.0 2.2 2.6
(D) Measures of Investment

AEPS (Rs) 10.9 14.6 17.1 20.8
CEPS (Rs) 15.5 20.0 23.2 27.7
DPS (Rs) 2.4 3.6 4.1 4.8
Dividend Payout (%) 22.2 24.6 24.2 22.9
BVPS (Rs) 49.3 57.5 67.7 81.0
RoANW (%) 23.5 27.4 27.3 28.0
ROACE (%) 19.1 21.3 22.0 23.8
ROAIC (%) 22.5 25.2 26.3 30.6
(E) Valuation Ratios

CMP (Rs) 515 515 515 515
P/E 47.4 35.3 30.2 24.8
Mcap (Rs Mn) 45,469 45,469 45,469 45,469
MCap/ Sales 6.6 5.8 5.0 4.3
EV 46,743 46,787 46,218 45,301
EV/Sales 6.8 5.9 5.0 4.3
EV/EBITDA 28.5 22.4 19.4 15.9
P/BV 10.5 9.0 7.6 6.4
Dividend Yield (%) 0.5 0.7 0.8 0.9
(F) Growth Rate (%)

Revenue 12.5 14.6 16.6 15.9
EBITDA 26.7 27.5 14.0 19.4
EBIT 33.9 30.9 13.8 21.5
PBT 25.2 35.1 17.1 21.9
APAT 46.6 345 16.9 21.7
EPS 46.6 345 16.9 21.7
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO 1,342 1,897 1,987 2,238
CFI (156) 1 1 1
CFF (153) (1,140) (1,115) (855)
FCFF (140) 975 1,235 1,612
Opening Cash 546 254 89 208
Closing Cash 254 89 208 965

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell <0%

Rating and Target Price History
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DART Team
Purvag Shah Managing Director purvag@dolatcapital.com +9122 4096 9747
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CONTACT DETAILS
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Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
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Analyst(s) Certification

The research analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in
this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their
compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

I. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

Il. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for rendering
any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated
company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description
of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness.
Dolat Capital Market Private Limited. may 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 this report. This report is provided for information only and is not an investment advice and must not alone be taken as
the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market Private Limited.
reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market Private Limited.
and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of
the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act
as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may
have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This report is neither an
offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. This report is
not directed or intended for distribution to, or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Dolat Capital Market
Private Limited. and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein
may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required
to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private Limited., which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer, and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations regarding, among
other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Dolat Capital Market Private Limited. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of
the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance
on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person or entity.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Dolat Capital Market Private Limited. has entered into an agreement with a U.S. registered broker-
dealer Ltd StoneX Financial Inc.(“StoneX”). Transactions in securities discussed in this research report should be effected through StoneX Financial
Inc.(“StoneX”) or another U.S. registered broker dealer/Entity as informed by Dolat Capital Market Private Limited. from time to time.
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